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Q.  Please state your name and business address. 1 

           A.  My name is Christopher L. Boggs and my business address is 527 E. Capitol 2 

Avenue, Springfield, IL 62701. 3 

 4 

Q.  By whom are you employed and in what capacity? 5 

A. I am employed by the Illinois Commerce Commission (“Commission” or “ICC”) as 6 

a Rate Analyst in the Rates Department of the Financial Analysis Division.  My 7 

job responsibilities include rate design and cost of service analyses for electric, 8 

gas, water and sewer utilities and the preparation of testimony on rates and rate 9 

related matters. 10 

 11 

Q.  Please discuss your educational and professional background. 12 

A.  I received a Bachelor’s of Science in Economics/Business Administration from 13 

Knox College in 1987.  I have been employed as a Rate Analyst at the 14 

Commission since April of 2008. In my work as a Rate Analyst, I have testified in 15 

several rate cases on issues including rate design, cost of service, tariff 16 

language, miscellaneous fees and rates.  Prior to my employment at the ICC, I 17 

worked for more than 16 years in mortgage finance and mortgage operations 18 

management.   19 
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 20 

Q.  What is the purpose of your direct testimony? 21 

A. The purpose of my testimony is to present my analysis of the cost of service 22 

studies presented by Ameren Illinois Company (“Ameren”, “AIC” or the 23 

“Company”).  In addition, I review the natural gas rate design proposals for each 24 

of Ameren’s three rate zones.  This review includes the Company’s proposal to 25 

increase fixed cost recovery through fixed charges in the design of rates and the 26 

Company’s proposed Straight-Fixed Variable (“SFV”) rate design.  I also review 27 

the bill impacts each of Ameren’s rate design proposals have on customers with 28 

various usage patterns.  Further, I review the experimental tariff expansion 29 

program for GDS-5 customers ordered by the Commission in Docket No. 11-30 

0282 and make a recommendation as to whether to continue with the program.  31 

Finally, I review and make recommendations regarding Ameren’s proposed 32 

general tariff changes. 33 

 34 

Q. Are you presenting any schedules as part of your testimony? 35 

A. Yes. I am presenting Schedules 6.1 through 6.6 and Attachments 6.1 and 6.2:   36 

Schedule 6.1 – Company Proposed Test Year Revenues at Present and 37 

Staff Proposed Rates.  Schedule 6.1 illustrates the Company’s annual revenues 38 

using Future Test Year 2014 billing units at present rates and the Company’s 39 
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proposed test year revenues at Staff proposed rates for the GDS-1 service 40 

classes in each of the three rate zones.   41 

Schedule 6.2 – Company Proposed Test Year Revenues at Present and 42 

Staff Proposed Rates.  Schedule 6.2 illustrates the Company’s annual revenues 43 

using Future Test Year 2014 billing units at present rates and the Company’s 44 

proposed test year revenues at Staff proposed rates for the GDS-2 service 45 

classes in each of the three rate zones.   46 

Schedule 6.3 – Company Proposed Test Year Revenues at Present and 47 

Staff Proposed Rates.  Schedule 6.3 summarizes the Company’s annual 48 

revenues using Future Test Year 2014 billing units at present rates for all 49 

customer classes in all three rate zones.  This data is compared with Staff 50 

proposed rates at the Company’s proposed test year revenues for all customer 51 

classes in all three rate zones.  52 

Schedule 6.4 – Customer Bill Impacts Rate Zone I.  Schedule 6.4 illustrates 53 

the bill impacts to customers at various monthly usage levels in Rate Zone I.   54 

Schedule 6.5 – Customer Bill Impacts Rate Zone II.  Schedule 6.5 illustrates 55 

the bill impacts to customers at various monthly usage levels in Rate Zone II.   56 

Schedule 6.6 – Customer Bill Impacts Rate Zone III.  Schedule 6.6 illustrates 57 

the bill impacts to customers at various monthly usage levels in Rate Zone III. 58 
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Attachment 6.1 – Therm Usage and Average Customer Trends.  Attachment 59 

6.1 illustrates the average customer and therm usage trends from 2008 through 60 

the Test Year Ending 12-31-14 in each of the three rate zones. 61 

Attachment 6.2 – 80% Fixed Cost Recovery Proposals. Attachment 6.2 62 

illustrates the proposed rate development for 80% fixed cost recovery for the 63 

GDS-1 and GDS-2 customer classes as well as provides a summary of the 64 

proposed rates and percentage increases in revenue recovery from all customer 65 

classes in a 80% fixed cost recovery rate design.  66 

   67 

Q.  In summary, what are your conclusions and recommendations in this 68 

proceeding? 69 

I conclude that:  70 

 The Company’s embedded Cost of Service (“COS”) studies appropriately 71 

assign costs to the various rate classes and are acceptable guidance tools 72 

for determining rates.  I recommend that they be approved for use in this 73 

case.  74 

 The evidence provided does not support the Company’s proposal to move 75 

to an 85% SFV rate design at this time. Furthermore, customer bill impact 76 

analysis supports my proposal to remain at an 80% SFV rate design 77 

rather than the 85% SFV rate design proposed by the Company. 78 
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 The Company’s proposal to conform the GDS-1 Customer Charge rate 79 

structure and Usage Charge rate structure for Rate Zone III to that of Rate 80 

Zone I, is in the best interest of its customers and should be adopted. 81 

 The Company’s proposal to conform the GDS-2 Customer Charge rate 82 

structure and Usage Charge rate structure for Rate Zone I with that of 83 

Rate Zone II is in the best interest of its customers and should be adopted. 84 

 The Company’s proposal to conform the GDS-3 Customer Charge rate 85 

structure for Rate Zone I with that of Rate Zone II has been tempered to 86 

mitigate bill impacts, is in the best interest of its customers, and should be 87 

adopted. 88 

 The Company’s rate design proposal for the GDS-4 customer class is in 89 

the best interest of its customers and, therefore, I do not object to its 90 

implementation. I find that Ameren’s evaluation and conclusions with 91 

respect to the GDS-4 customer class, along with general cost principles, 92 

and the goal of moving toward price uniformity collectively provide a 93 

sufficient basis for adoption of this proposal. 94 

 The experimental tariff expansion program for GDS-5 customers should 95 

be terminated because it does not meet any of the three criteria the 96 

Commission laid out in the Order of Docket No. 11-0282, to justify 97 

expansion or extension of the experiment. 98 
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 The Commission should approve the Company’s tariff change proposals 99 

since Ameren is simply requesting price updates and housekeeping 100 

changes that would reflect the final rates approved in this proceeding. 101 

 102 

I. COS Studies  103 

Q.  Please describe the role of a COS study in the design of gas rates.  104 

A.  A COS study allocates costs among all customer classes to determine each 105 

customer class’ respective responsibility for the costs imposed on the utility. This 106 

is an essential step in designing cost-based rates, which is one of the goals and 107 

objectives of regulation.1 The results of a COS study are summarized in rates of 108 

return for customer classes, which document each customer class’ relative 109 

performance in recovering costs. Classes generating above average returns are 110 

considered to pay more than their fair share of the Company’s revenue 111 

requirement, while classes with below average returns are viewed as paying too 112 

little. Basing rates on costs is both efficient and equitable, because the price that 113 

consumers pay reflects the utility’s cost of providing service. One standard used 114 

in evaluating the reasonableness of rates can fairly be said to outrank all others 115 

                                                           
1
 See 220 ILCS 5/1-102. 
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in the importance attached to it by experts and public opinion alike – the standard 116 

of cost of service.2  117 

 118 

Q. How are rate classes determined? 119 

A. Rate classes are determined by grouping customers with similar usage patterns.  120 

Typically, customers with similar usage patterns impose similar costs on the 121 

utility and are therefore lumped into the same general group for cost allocation 122 

purposes.  Generally, a utility would have three main classes: Residential, 123 

Commercial and Industrial.  The utility would apply cost allocation factors to 124 

these classes that would provide a framework for proper rate design to recover 125 

the appropriate costs from each of the respective classes. 126 

 127 

Q. Did the Company provide COS studies with its filings? 128 

A. Yes. AIC filed Embedded COS studies which it presents as Exhibits 129 

9.1 through 9.8, sponsored by Ameren witness Althoff.  130 

  131 

 Q. Please provide a brief description of the Company’s COS studies. 132 

                                                           
2
Bonbright, James C., Albert L. Danielsen, and David R. Kamerschen. "Cost of Service as a Basic 

Standard of Reasonableness." Principles of Public Utility Rates. 2nd ed. Arlington, VA: Public Utilities 
Reports, 1988. p. 109.   
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 A. The Company’s COS studies show, by customer class and rate zone, the 133 

distribution of revenue responsibility necessary to achieve equalized rates of 134 

return on investment at the Company’s proposed revenue requirement.  The 135 

COS studies identify the revenues, costs, and profitability for each customer 136 

class in each rate zone and also serve as a partial basis for the Company’s 137 

proposed rate design.  Generally, the Company prepared the COS studies 138 

utilizing three major steps: (1) cost functionalization3; (2) cost classification; and 139 

(3) cost allocation of all the costs of the utility’s system to customer classes. (AIC 140 

Exs. 9.1-9.8)  This procedure is outlined in Ameren witness Karen R. Althoff’s 141 

direct testimony.  (AIC Ex. 9.0, pp. 8-17) The Company’s COS studies generally 142 

used the same methodologies and allocators the Commission approved at the 143 

conclusion of the Company’s last gas rate case, Docket No. 11-0282. 144 

 145 

Q.  What was the focus of your analysis of the Company’s COS studies?  146 

A.  The focus of my analysis was to evaluate whether the Company’s COS studies 147 

appropriately assign costs to the various rate classes and are acceptable 148 

guidance tools for determining rates. To that end, I have analyzed the testimony 149 

and exhibits presented by Ms. Althoff. (AIC Ex. 9.0 and AIC Exs. 9.1-9.12) I have 150 

                                                           
3
 “The assignment of plant costs (i.e. investments) and related operation, maintenance, depreciation and 

tax expenses to the basic functions of production, storage, transmission and distribution.” (American Gas 
Association Rate Committee, American Gas Association Gas Rate Fundamentals, p. 135  (4

th
  

edition,1987)) 
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also reviewed data request responses from Ameren related to the gas COS 151 

studies. 152 

 153 

Q.  What rate classes does the Company propose for the purposes of cost 154 

allocation and rate design?  155 

A.  The Company proposes to maintain its current rate classes for all three rate 156 

zones: GDS-1 Residential Delivery Service, GDS-2 Small General Delivery 157 

Service, GDS-3 Intermediate Delivery Service, GDS-4 Large General Delivery 158 

Service, GDS-5 Seasonal Gas Delivery Service and GDS-7 Special Contract. 159 

(AIC Ex. 9.0, pp.3-4) The Company employs these class definitions to allocate 160 

costs and to design rates to recover those costs.  161 

 162 

Q. What cost functionalization methodology did the Company use in its COS 163 

studies? 164 

A. The Company’s methodology is consistent with the Commission’s Uniform 165 

System of Accounts which groups plant and expenses into various functions 166 

such as production, gas in storage, storage, transmission, or distribution.4  This 167 

methodology was used and approved by the Commission in the Company’s 168 

previous gas rate cases and I have no objections to its use in this proceeding. 169 

                                                           
4
 83 Ill. Adm. Code 505. 
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 170 

Q.  What cost classification methodology did the Company use in its COS 171 

studies?  172 

A. The Company used the same methodology as was used and approved by the 173 

Commission in its last gas rate case, Docket No 11-0282, which classifies the 174 

functionalized plant and expenses on the basis of how the expenses are 175 

incurred: commodity-related, demand-related, and customer-related.  176 

Commodity-related costs are costs that vary with the throughput sold to, or 177 

transported for, customers.  Demand-related costs service the peak demand of 178 

the system. Customer-related costs are incurred by the Company to extend 179 

service and attach a customer to the distribution system for gas metering, for 180 

usage, and for maintenance of customers’ accounts. This methodology was 181 

accepted by the Commission in the Company’s previous gas rate cases, and I 182 

have no objections to its use in this proceeding. 183 

   184 

Q. What cost allocation methodology did the Company use in its COS studies 185 

for the allocation of distribution and transmission costs? 186 

A. The COS studies used a combination of direct assignment and generic functional 187 

allocators to functionalize costs.  For costs that have a direct relationship to a 188 

specific customer class, the Company directly assigned those costs to that class. 189 
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For costs that pertain to more than one customer class, allocators were 190 

developed internally in the cost study as composites of other allocated costs and 191 

result in allocations to more than one functional cost category.  After reviewing 192 

the COS studies and the Company’s responses to Staff Data Requests (“DR”) 193 

CB 1.04-1.07, I have determined that the Company used the same allocation 194 

methodology (allocators) for distribution and transmission costs that the 195 

Commission approved in Docket Nos. 11-0282, 09-306/09-0311 (Cons.) and in 196 

Docket Nos. 07-0585/07-0590 (Cons.) In the current proceeding, the Maximum 197 

Day Quantity (“MDQ”) was used to evaluate service adequacy during peak hourly 198 

demand and operating pressure. The MDQ and peak hourly demand are the 199 

primary factors that drive the planning and designing of facilities required to serve 200 

customers.  201 

 202 

Q. What cost allocation methodology did the Company use in its COS studies 203 

for the allocation of production and storage costs? 204 

A. For production plant, Ameren employed a Design Day allocation factor relating to 205 

the need to size production plant based on the need to provided peaking supplies 206 

on a peaking day.  Underground storage facilities were divided into portions that 207 

support the delivery function applicable to sales customers and to transportation 208 

customers. The sales portion subsequently was allocated to customer classes 209 

based on their respective Design Day demand and four-month winter season 210 
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use; whereas, the transportation portion was allocated to customer classes 211 

based upon demands.  212 

 213 

Q. Did you compare the COS studies the Company proposes in this case with 214 

the COS studies that were approved in the last rate case? 215 

A. Yes, I performed a comparison between the current COS studies that use a 216 

future test year ending 12/31/14 submitted by Ameren in this rate case and the 217 

compliance COS studies that Ameren provided at the conclusion of Docket No. 218 

11-0282 that used a future test year ending 12/31/12.  The two sets of studies 219 

are very similar and consistent with one another. Where I did discover 220 

differences, I discuss those below. 221 

 222 

Q. Are there variations in the presentation of the allocation of any rate base 223 

and expense items between the rate zones in this rate case compared to 224 

the presentation in the COS study approved in Ameren’s 2011 rate case? 225 

A. Yes.  Ameren has modified these allocations in two primary ways. First, Ameren 226 

changed the allocation of historical plant and accumulated depreciation balances, 227 

current working gas (Account 164), and underground storage operating and 228 

maintenance (“O&M”) expenses between the three rate zones in order to better 229 

reflect the effect of having a single purchased gas adjustment (PGA) for all three 230 
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rate zones. Second, Ameren applied what it terms “generally accepted cost of 231 

service allocations” to assign operation and maintenance expenses among the 232 

rate zones rather than using calendar 2009 actual rate zone data as was done in 233 

Docket No. 11-0282. (AIC Ex. 9.0, p. 15) 234 

 235 

Q. Please explain the differences in the relationship by rate zone of the 236 

underground gas storage (“UGS”) expenses that Ameren proposes in this 237 

rate case compared to what was adopted in Docket No. 11-0282. 238 

A. Ameren explains that in Docket No. 11-0282, it allocated UGS expenses based 239 

on the rate zone relationship of its expenses for the twelve months ending 240 

December 31, 2009. (Id., p. 15)  In Docket No. 11-0282, the percentage of total 241 

company UGS expenses by rate zone were 21%, 24% and 55% for Rate Zones 242 

I, II and III respectively.  In the current proceeding, the allocation by rate zone is 243 

based on how the Cost of Service study allocates UGS, which is the weighted 244 

average of four-month winter therm sales and Design Day demands for system 245 

sales and demand levels for transportation customers. (Id., pp.15-16)  The 246 

Company explains that in the current proceeding, the UGS relationship by rate 247 

zone shifted slightly to 20%, 29% and 51% respectively for Rate Zones I, II and 248 

III. (Id., p. 16) 249 

 250 
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Q. Why did Ameren allocate UGS differently in the current COS study 251 

compared to the COS study approved in its last rate case?  252 

A. Ameren avers that numerous activities and/or events in a single year can change 253 

the level of O&M expenses, which includes UGS among rate zones. (Id.) Thus, 254 

gas stored underground is allocated on a 13-month average of UGS by rate zone 255 

which includes the weighted average of four-month winter sales and Design Day 256 

demands for system sales and demand levels for transportation customers.   257 

 258 

Q. Do you object to the method Ameren used to allocate UGS in this 259 

proceeding?  260 

A. No, I do not.  Due to the annual fluctuation of O&M expenses, I do not object to 261 

Ameren’s method of using a 13-month average of UGS by rate zone which 262 

includes the weighted average of four-month winter sales and design day 263 

demands for system sales and demand levels for transportation customers.  This 264 

method allows Ameren to determine appropriate cost drivers over the period 265 

which, in my opinion, allocates UGS costs more appropriately.    266 

 267 

Q. What is your conclusion as to the usefulness of the Company’s COS 268 

studies for determining rates for each of the Company’s service classes in 269 

each of the Company’s rate zones? 270 
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A. The Company’s embedded COS studies appropriately assign costs to the 271 

various functions and rate classes. Thus, they are acceptable guidance tools for 272 

determining rates in this case. This COS studies largely use the same cost 273 

allocation methodologies that were approved in the Company’s 2011 rate case.  274 

The minor variations in the COS studies used by the Company in this proceeding 275 

and discussed above are reasonable as they enhance the usefulness of the COS 276 

studies.     277 

 278 

 II. Rate Design 279 

Q. Please summarize Ameren’s rate design proposals for this proceeding. 280 

A. The Company proposes the following components to its rate design to recover its 281 

proposed revenue requirement from the various rate classes in Rate Zones I, II 282 

and III: 283 

 An SFV rate design for GDS-1 and GDS-2 customers that increases 284 

Ameren’s fixed cost recovery through its monthly Customer Charge from 285 

80% to 85%; 286 

 Movement toward cost-based revenue recovery from each customer class 287 

assuming an equalized rate of return with revenue allocation constraints to 288 

full cost of service for any one class 1 ½ times the overall average 289 

increase allocated to the respective rate zone. 290 
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 Uniform Customer Charges for GDS-1 customers in Rate Zones I and III; 291 

 Uniform Customer Charges for GDS-2 customers in Rate Zones I and II; 292 

 Uniform Customer Charges for GDS-3 customers in Rate Zones I and II, 293 

but the Usage Charge be set independently; 294 

 Maintaining the same rate structure and pricing structure within the GDS-295 

1, GDS-2, GDS-3 and GDS-5 customer classes; and 296 

 Moving the GDS-4 customer class in the three rate zones toward rate 297 

uniformity 298 

 299 

A. SFV FIXED COST RECOVERY  300 

Q. Does the Company propose recovering a greater portion of fixed costs 301 

through fixed charges? 302 

A. Yes.  Company witness Leonard M. Jones states that the Company is proposing 303 

to increase the percentage of fixed costs through fixed charges in its SFV rate 304 

design. (AIC Ex. 8.0, p. 3)  Mr. Jones’ proposal allows for the Company to 305 

increase the percentage of its revenue requirement recovered through the 306 

Customer Charge for GDS-1 and GDS-2 customers from 80% to 85%. (Id., pp.3-307 

4) 308 
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 309 

Q. Why does the Company propose to increase the percentage of fixed costs 310 

recovered through the Customer Charge from 80% to 85%? 311 

A. Mr. Jones claims that the Company continues to experience a general decline in 312 

residential and small commercial natural gas usage. (Id., p.4)  Mr. Jones claims 313 

the sales declines are exacerbated by the increased gas energy efficiency 314 

spending and therm savings goals implemented through Section 8-104 315 

requirements of the Public Utilities Act (“Act”). (Id.)  Mr. Jones also concludes 316 

that recovering more fixed costs through the Customer Charge would help 317 

reduce the Company’s financial exposure and would align costs with the 318 

mechanism designed to recover them.  (Id.) 319 

 320 

Q. How has the Commission addressed fixed cost recovery for Ameren in 321 

previous cases? 322 

A. Yes. The Commission ruled on the fixed cost recovery for AIC through the 323 

customer charge in Docket Nos. 07-0585 et al. (Cons.) The Commission stated, 324 

in part: 325 

The Commission does not at this time approve recovery of all fixed 326 

costs in the monthly charges for two reasons. First, it is expected 327 
that leaving a portion of fixed costs to be recovered through the 328 
volumetric rate will encourage AIU to seek ways to improve 329 
efficiency and otherwise cut costs. Second, as the number of AIU's 330 
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customers grows, AIU should experience growing revenue. If all of 331 
its fixed costs were recovered through the monthly charge, AIU 332 
may arguably over-recover its fixed costs through the monthly 333 

charge.  334 
In order to gain sufficient experience to evaluate this method 335 

of recovering fixed delivery costs, the Commission anticipates that 336 
the approved ratio of fixed costs recovered from the customer 337 

charge and the volumetric rate must remain in place until at least 338 
December 31, 2012. AIU may propose revisions to this ratio in its 339 
next rate case or rate design case thereafter. By this time the 340 

Commission should also have the benefit of Peoples' and North 341 
Shore's experience with Rider VBA.  (Docket Nos. 07-0585 et al. 342 

(Cons.), Order, September 24, 2008, pp. 236-237; highlighted for 343 
emphasis) 344 

 345 

It is clear that the Commission applied caution in increasing fixed cost recovery in 346 

monthly charges in order to meet certain rate objectives such as encouraging 347 

Ameren to improve efficiency and cut costs.  Additionally, the Commission 348 

expressed its concern that Ameren could possibly over-recover its revenue 349 

requirement if too many fixed costs were recovered through the monthly charges. 350 

The Commission also noted that a benefit of leaving a portion of fixed costs to be 351 

recovered through the volumetric rate is that doing so would encourage the 352 

Company to find ways to improve efficiency and cut costs. 353 

In this rate case, the Commission should apply the same caution when it 354 

considers whether to move towards greater fixed cost recovery. 355 

 356 
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Q. Why should the Commission proceed cautiously in the movement towards 357 

greater fixed cost recovery? 358 

A. I am concerned that if too much emphasis is placed on ensuring revenue 359 

requirements are met through higher fixed charges, other basic rate objectives 360 

will be overshadowed inadvertently.  The Commission should proceed gradually 361 

and cautiously in the movement towards greater fixed cost recovery so that other 362 

basic rate objectives are carefully taken into consideration, along with the 363 

objective of achieving the revenue requirement. 364 

 365 

Q. Please be more specific about what you mean by “other basic rate 366 

objectives” that should be carefully taken into consideration. 367 

A. Some rate objectives identified in Gas Rate Fundamentals, Fourth Edition, 368 

American Gas Association, 1987, page 152 are:  achieving the revenue 369 

requirement, economic efficiency, fairness or equity, simplicity and administrative 370 

ease, conservation of resources, stability and gradualism, social goals, 371 

environmental protection, employment, and balance of payments.   372 

It is important to consider various rate objectives and the effects the proposed 373 

rates will have regarding these rate objectives going forward when designing 374 

rates.  For example, the objective of gradualism calls for changes in gas utility 375 

pricing policy to be imposed gradually so that customers can adjust and any 376 
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adverse impacts on the customers are minimized. (Id., p. 155)  Imposing a 377 

gradual increase of fixed cost recovery would give the customers time to adjust 378 

and the Commission time to evaluate the overall effects. 379 

The Commission should take into consideration that an increase in fixed cost 380 

recovery would result in an increase of monthly percentage changes in the bills 381 

of some customers.  For example, under the Company’s proposed 85% SFV rate 382 

design a Rate Zone I, GDS-1 Residential Service customer that uses 0 therms in 383 

a month would see a bill increase of $3.36 (a 15% increase) (AIC Schedule E-9, 384 

p. 1). In contrast, under the current 80% fixed cost recovery the same customer 385 

would see a bill increase of only $1.89 (a 9% increase) (AIC response to Staff 386 

DR CB-4.01, Attachment 2, page 1). 387 

 388 

Q. How do you assess the Company’s proposal to increase the fixed cost 389 

recovery from 80 to 85%?  390 

A. The Company’s proposal to increase its fixed cost recovery through an increase 391 

in the Customer Charge is an endeavor to attain greater guaranteed revenue.  392 

Mr. Jones’ claims that sales volumes are in decline because of energy efficiency 393 

savings and therm savings goals. However, this claim is inconsistent with the 394 

trend shown in the number of customers and total therm usage provided by the 395 

Company in response to Staff DR CB-2.01, which is attached hereto as Exhibit 396 
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6.0, Attachment 6.1.  In this Attachment, the Company provides actual and 397 

projected revenues, therm usage and average number of customers for each of 398 

the three rate zones for the years 2007 through the forecast years of 2013 and 399 

2014. 400 

In each of the three rate zones, I examined the average therm usage and actual 401 

customer counts in the GDS-1 and GDS-2 rate classes for the years 2009-2011, 402 

which are the most recent three full years in which the Company has actual data.  403 

I then compared the 2009-2011 data to the Company’s projections for 2009 404 

through the forecast years of 2013 and 2014.   405 

 406 

Q. What do you conclude from the data contained in Exhibit 6.0, Attachment 407 

6.1? 408 

A. I conclude that for all three rate zones, from 2008 through the preliminary 409 

numbers for 2012 the trend was downward in both customer numbers and 410 

number of therms used.  However, the forecast years of 2013 and 2014 show 411 

that trend reversing and actually the number of customers and therm usage is 412 

forecast to increase.  This forecast does not support the Company’s contention 413 

that the trend is tending downward.  In addition, as the Commission stated in 414 

Docket Nos. 07-0585 et al. (Cons.), as the number of AIU's customers grows, 415 

AIU should experience growing revenue. If all of its fixed costs were recovered 416 

through the monthly charge, AIU may over-recover its fixed costs through the 417 
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monthly charge. The data presented in Staff Ex. 6.0, Attachment 6.1 shows that 418 

Ameren expects the number of customers and therm usage to grow. Thus, 419 

increasing the percentage of fixed cost recovery may allow the Company to over-420 

recover its fixed costs, which is a concern the Commission expressed in its Order 421 

in Docket Nos. 07-0585 et al.(Cons.) 422 

 423 

Q. Did you examine any other data to assist you in making a recommendation 424 

to the Commission regarding the Company’s proposal to increase fixed 425 

cost recovery for the GDS-1 and GDS-2 customer classes from 80% to 426 

85%? 427 

A. Yes, I did.  I examined the Company’s Schedule E-5 that was submitted with its 428 

initial filing.  This data reflects the revenue that the Company anticipates 429 

recovering from each customer class with respect to its proposal to increase 430 

fixed cost recovery for the GDS-1 and GDS-2 customer classes from 80% to 431 

85% (and other proposed changes to the Company’s rate design that I will 432 

discuss later in this testimony).  Schedule E-5 shows a comparison of billing units 433 

and current unit charges at present rates for each customer class versus the 434 

projected billing units and unit charges to recover Ameren’s proposed revenue 435 

requirement at the Company’s proposed rates for each customer class.  436 

Schedule E-5 also shows the increase (or decrease) in revenues for the 437 
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Company’s proposed Customer Charges and Usage Charges for each customer 438 

class in each of the three rate zones. 439 

 440 

Q. Did you compare the data from the Company’s initial E-5 filing with any 441 

other data? 442 

A. Yes, I did.  In Staff DR CB-4.01, I asked the Company to provide similar E-5 type 443 

data at its proposed revenue requirement if GDS-1 and GDS-2 customer class 444 

fixed cost recovery would remain at 80%.  In its response, Ameren provided data 445 

that reflected the revenue the Company would anticipate recovering through the 446 

Customer and Usage Charges from each customer class if GDS-1 and GDS-2 447 

fixed cost recovery would remain at 80%.  I have attached this DR response as 448 

Ex. 6.0 Attachment 6.2.  449 

 450 

Q. What did that data reveal compared to the Company’s initial E-5 filing? 451 

A. Attachment 6.2 shows the percentage increases to the Customer Charges and 452 

Usage Charges distributed much more evenly at 80% fixed cost recovery for 453 

each rate class in each rate zone than they would be at the Company’s proposed 454 

85% fixed cost recovery.  For example, the increase in the Customer Charge for 455 

GDS-1 customers in Zone I is 9% and the increase in the Usage Charge would 456 

be 13% to recover the Company’s proposed revenue requirement at 80% fixed 457 
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cost recovery.  These changes compare to a 16% increase in the proposed 458 

Customer Charge and a 15% decrease to the proposed Usage Charge to 459 

recover the Company’s proposed revenue requirement at 85% fixed cost 460 

recovery.  For Rate Zone II, the increase in the Customer Charge for GDS-1 461 

customers would be 18% and the increase in the Usage Charge would be 19% to 462 

recover the Company’s proposed revenue requirement at 80% fixed cost 463 

recovery.  These changes compare to a 25% increase in the proposed Customer 464 

Charge and an 11% decrease to the proposed Usage Charge to recover the 465 

Company’s proposed revenue requirement at 85% fixed cost recovery.  For Rate 466 

Zone III, the increase in the Customer Charge for GDS-1 customers would be 467 

approximately 10.6% and the increase in the Usage Charge would be 468 

approximately 13.2% to recover the Company’s proposed revenue requirement 469 

at 80% fixed cost recovery.  These changes compare to an 18% increase in the 470 

proposed Customer Charge and a 15% decrease to the proposed Usage Charge 471 

to recover the Company’s proposed revenue requirement at 85% fixed cost 472 

recovery.  473 

 474 

Q. What is your recommendation regarding the Company’s proposal to 475 

increase fixed cost recovery for the GDS-1 and GDS-2 customer classes 476 

from 80% to 85%? 477 
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A. I recommend that the Commission order the Company’s fixed cost recovery to 478 

remain at 80%.  Although the Commission has approved movement toward 479 

greater fixed cost recovery for other utilities in other proceedings, it has not 480 

approved a rate design for a natural gas utility that fixed cost recovery exceeds 481 

80%.  In Docket Nos. 07-0585 et al. (Cons.), it was clear that the Commission did 482 

not want 100% fixed cost recovery through a fixed charge in its explanation of the 483 

importance of leaving a portion of fixed costs to be recovered through the 484 

volumetric rate.   485 

 The Company’s assertion that gas usage is down due to energy efficiency 486 

measures (AIC Ex. 8.0, pp. 2, 4) is not supported by the data in its response to 487 

Staff DR CB-2.01. To the contrary, the Company’s projected therm usage 488 

forecast and customer counts for the years 2013 and 2014 in show increases 489 

over 2012 in both the GDS-1 and GDS-2 customer classes in all three rate 490 

zones.  The Company anticipates increasing customer counts and increasing 491 

therm usage for the next two years in the GDS-1 and GDS-2 rate classes 492 

contradicts its assertion that therm usage is in general decline. Also, as the 493 

Commission noted in the Final Order in Docket Nos. 07-0585 et al. (Cons.), that 494 

as the number of customers increases, Ameren would experience growing 495 

revenue.  If more of Ameren’s fixed costs are recovered through the monthly 496 

charge, and the number of customers increases as Ameren forecasts, then the 497 
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Commission’s concern that Ameren Illinois may over-recover its fixed costs 498 

through the fixed monthly charge is valid. 499 

 In addition, increasing fixed cost recovery through the Customer Charge sends 500 

improper price signals to customers. Recovering 85% of revenues through the 501 

Customer Charge leaves very little opportunity for customers to control their 502 

monthly gas bill by curtailing usage and conserving energy.  If the Commission 503 

approves the 85% fixed cost recovery through the Customer Charge, there will 504 

be less incentive for customers to be energy efficientUnder the Company’s 85% 505 

fixed cost recovery scenario, the Customer Charge increases by approximately 506 

the same percentage that the Usage Charge decreases.  Customers would have 507 

little incentive to curtail usage when seeing the price they are paying for usage 508 

decrease.   509 

After carefully considering basic rate design objectives, such as economic 510 

efficiency, fairness or equity, simplicity and administrative ease, conservation of 511 

resources, and stability, I conclude that the data provided for review does not 512 

support the Company’s proposal to initiate an 85% SFV rate design with the 513 

objective of recovering its proposed revenue requirement. 514 

 515 

B. Revenue Allocation 516 
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Q.  How does Ameren propose to recover the revenue requirement from each 517 

customer class? 518 

A. Ameren proposes movement toward cost-based rates to recover each customer 519 

class’ revenue requirement assuming an equalized rate of return as determined 520 

by the Cost of Service studies the Company provided in its initial testimony and 521 

through subsequent filings submitted by the Company during discovery. 522 

 523 

Q. How were revenue allocation targets established for each customer class? 524 

A. The Company advocates cost-based class revenue allocations constrained to a 525 

maximum of 1.50 times the overall average increase to the respective rate zone. 526 

 527 

Q.  How do you assess the Company’s proposed class revenue allocations? 528 

A. It is a generally held ratemaking policy that rates should be designed to reflect 529 

cost causation, maintain gradualism, and avoid rate shock. I understand that the 530 

Company wishes to mitigate the impact of any rate increase stemming from this 531 

proceeding. (AIC Ex. 9.0, p. 21)  I also agree that taking steps toward 532 

implementing cost-based rates while attempting to minimize rate shock is 533 

appropriate.  534 

Ameren proposes to limit the amount of the proposed rate increase for each rate 535 

class to a specified percentage over system average increase so as not to create 536 
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adverse bill impacts. This methodology mitigates the concern of adopting the full 537 

cost of service results and the prospect of unfavorable rate impacts that could 538 

otherwise result for some rate classes. The amount of revenue requirement 539 

which is unrecovered, because the rate increase would exceed the cap, would be 540 

allocated to the other rate classes, i.e., recovered from the rate classes that have 541 

not reached the cap.  542 

The 150% constraint represents a reasoned judgment of how much progress can 543 

be made towards cost-based revenue allocations while addressing bill impact 544 

concerns. In the last Ameren rate case, the Commission approved a rate cap 545 

mechanism that limited class increases to 1.5 times the overall average increase 546 

allocated to the respective Rate Zone. (Order, Docket Nos. 11-0282 et al (Cons.), 547 

p. 135) Additionally, no parties raised concerns about the issue.  Furthermore, in 548 

Docket Nos. 09-0306 et al (Cons.), the Commission also noted a desire to 549 

eliminate rates that differ from cost of service, and stated “[c]ontinued movement 550 

toward cost-based rates and the elimination of inter- and intra-class subsidies 551 

should be considered a priority in AIU‟s next rate filing.” (Order, Docket Nos. 09-552 

0306 et al (Cons.), April 29, 2010, p. 260)  553 

 554 

Q.  Please explain how the proposed constraint of 1.50 times the system 555 

average increase will affect the goal of achieving rate uniformity?  556 
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A.  The 1.50 times the system average increase constraint will help 557 

mitigate adverse bill impacts to customers compared to moving to 558 

full cost of service immediately. At the same time, application of the 559 

constraint may result in slower progress towards achieving eventual 560 

rate uniformity.  561 

 562 

Q.  Do you recommend approval of the revenue constraint that Ameren 563 

proposes?  564 

A.  Yes. Ameren has taken into consideration the bill impacts. Ameren’s proposed 565 

revenue constraint will slow the implementation of full cost of service rates for 566 

some classes; however, it will lessen the impact of the rate increase for many 567 

Ameren customers. 568 

 569 

  C. Rate Zone Price Uniformity 570 

Q. Please discuss Ameren’s proposed approach to rate design for this rate 571 

case. 572 

A. According to Ameren witness Althoff, the delivery service availability criteria 573 

remains consistent with the delivery service availability criteria in Ameren’s last 574 

gas rate proceeding. AIC is proposing to maintain this same rate structure in this 575 

proceeding.  (AIC Ex. 9.0, p. 17) Ameren's pricing structure within the GDS-1, 576 



                Docket No. 13-0192  
  ICC Staff Exhibit 6.0                                                                                                     

                                                                                                             
 
 
 

31 
 

GDS-2, GDS-3, and GDS-5 is also consistent among the three rate Zones and 577 

Ms. Althoff proposes no changes to this structure in this proceeding.  (Id.)  Ms. 578 

Althoff further states that the pricing structure for GDS-4 is slightly different by 579 

rate zone and she recommends a pricing structure that moves toward rate 580 

uniformity.  (Id.)    581 

 582 

Q. Does Ameren explain the rationale for its rate design proposals? 583 

A. Yes, it does.  Ms. Althoff explains that Ameren’s principal rate design objectives 584 

are to develop prices that provide the Company a reasonable opportunity to 585 

recover its authorized revenue requirement and to design customer class rates 586 

that are cost-based and eliminate inter- and intra-class subsidies. (Id., pp. 18-19)  587 

Ms. Althoff further states that AIC also recognizes the need to be mindful of bill 588 

impacts in seeking to achieve these goals.    Ms. Althoff further explains that AIC 589 

endeavors to balance rate continuity and stability with movement towards rate 590 

uniformity across the rate zones; in particular, with respect to AIC’s proposed 591 

changes to GDS-3 Customer Charges and GDS-4 Usage and Customer 592 

Charges. (Id., p. 19)  593 

In the Company’s last gas delivery services rate case, the Commission 594 

authorized the implementation of a uniform single PGA for system gas supply. 595 

Customers in each of the three Rate Zones now pay the same monthly PGA 596 
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charges for Company-supplied natural gas. Ms. Althoff explains that AIC is 597 

continuing with the directive made by the Commission in ICC Docket Nos. 09-598 

0306 et al. (cons.) and incorporated changes into its cost allocation and rate 599 

design development where proper.  (Id.) 600 

 601 

Q. Does AIC’s proposed rate design implement the Commission’s goal to 602 

move toward rate uniformity among the three rate zones? 603 

A. Yes, it does.  Mr. Jones’ testimony refers to the Commission’s Order in Docket 604 

No. 10-0517 and then points out that the costs between some of the rate classes 605 

in the Rate Zones are indeed close and in his view are “close enough” to justify 606 

uniformity in rate design. (AIC Ex. 8.0, p. 8)  AIC’s specific proposals follow 607 

below. 608 

 609 

Q. What proposal does Ameren present for GDS-1 rate uniformity? 610 

A. Ameren proposes uniform charges for GDS-1 customers in Rate Zones I and III. 611 

 612 

Q. How does AIC justify its GDS-1 proposal? 613 
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A. Mr. Jones indicates that the costs to serve these customers are within 10% of the 614 

combined average of Rate Zone I and Rate Zone III and the current pricing 615 

between the two rate zones is similar. (Id., p. 9)  616 

 617 

Q. Do you recommend that the Commission approve AIC’s proposed changes 618 

toward rate uniformity for the GDS-1 customer class in Rate Zones I and 619 

III? 620 

A. Yes, I do.  Ultimately, I believe that the Company’s rate design proposal, which is 621 

to conform the GDS-1 Customer Charge rate structure and Usage Charge rate 622 

structure for Rate Zone III to that of Rate Zone I, helps accomplish the goal of 623 

rate consolidation while mitigating adverse rate impacts among customers and 624 

therefore, I do not object to its implementation.  Currently, there is a 36 cent 625 

difference in the monthly Customer Charges for GDS-1 customers between Rate 626 

Zone I and Rate Zone III.  The current Usage Charges between the two rate 627 

zones are differentiated by .0017 cents per therm used.  Because the current 628 

pricing is so similar and the Commission has expressed its support for cost-629 

based rate uniformity in the past, I find the minimal customer impacts along with 630 

the rates being designed to reflect cost causation and maintain gradualism 631 

provide a sufficient basis for adoption of this proposal. I recommend that the 632 

Commission approve uniform Customer Charges and Usage Charges for GDS-1 633 

customers in Rate Zone’s I and III in this proceeding.     634 
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 635 

Q. What proposal does AIC present for GDS-2 rate uniformity? 636 

A. AIC proposes uniform pricing for GDS-2 customers in Rate Zones I and II. 637 

 638 

Q. How does AIC justify its GDS-2 proposal?  639 

A.  Mr. Jones indicates that the costs to serve these customers are within 10% of 640 

the combined average of Rate Zone I and Rate Zone II and the current pricing 641 

between the two rate zones is similar. (Id., p. 9) 642 

 643 

Q. Do you recommend that the Commission approve AIC’s proposed changes 644 

toward rate uniformity for the GDS-2 customer class in Rate Zones I and II? 645 

A. Yes, I do. Ultimately, I believe that the Company’s rate design proposal, which is 646 

to conform the GDS-2 Customer Charge rate structure and Usage Charge rate 647 

structure for Rate Zone I with that of Rate Zone II helps accomplish the goal of 648 

rate consolidation while mitigating adverse rate impacts among customers and 649 

therefore, I do not object to its implementation.    Currently between Rate Zone I 650 

and Rate Zone II, there is a 91 cent difference in the monthly Customer Charges 651 

for GDS-2, Rider S customers who use less than 600 therms per year.  The 652 

current Usage Charges between the two rate zones for the same customer 653 
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comparisons are differentiated by .0084 cents per therm used.  Because the 654 

current pricing is similar and the Commission has expressed its support for cost-655 

based rate uniformity in the past, I find the minimal customer impacts along with 656 

the rates being designed to reflect cost causation and maintain gradualism 657 

provide a sufficient basis for adoption of this proposal. I recommend that the 658 

Commission approve uniform Customer Charges and Usage Charges for GDS-2 659 

customers in Rate Zone’s I and II in this proceeding. 660 

 661 

Q.  What specific proposal does Ameren present for GDS-3 Customer 662 

Charges? 663 

A. AIC proposes uniform Customer Charges for the GDS-3 customer class in Rate 664 

Zones I and II.  However it proposes that the Usage Charges in Rate Zones I and 665 

II be set independently in order to recover the remaining revenue requirement for 666 

the GDS-3 customer class in each respective rate zone. (Id.) 667 

 668 

Q. How does AIC justify its GDS-3 proposal? 669 

A. Ms. Althoff indicates that the revenues currently generated by GDS-3 customers 670 

in Rate Zone I are $0.5 million based on a Customer Charge of $120.01 (AIC 671 

Schedule E-5, p.3) whereas the costs to serve this customer class are 672 
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approximately $1 million according to the COS study provided by the Company. 673 

(AIC Ex. 9.2, p.1)   674 

She also indicates that the revenues currently generated by the GDS-3 customer 675 

class in Rate Zone II are just over $0.6 million based on a Customer Charge of 676 

$116.76 (AIC Schedule E-5, p.3) whereas the costs to serve this customer class 677 

are approximately $2 million according to the COS study provided by the 678 

Company. (AIC Ex. 9.2, p.2) 679 

Mr. Jones specifies that the costs to serve these customers are within 10% of the 680 

weighted average of Rate Zone I and Rate Zone II and the current Customer 681 

Charge between the two rate zones is similar. (AIC Ex. 8.0, p. 9)  Mr. Jones 682 

proposes that the Customer Charges for GDS-3 customers in Rate Zones I and II 683 

be set uniformly. (Id.)  However, because of the dissimilarity of the current Usage 684 

Charges between GDS-3 customers in Rate Zones I and II, he does not propose 685 

uniform Usage Charges for these GDS-3 customers in this proceeding. (Id.) 686 

 687 

Q. Do you recommend that the Commission approve AIC’s proposed changes 688 

toward rate uniformity for the GDS-3 customer class in Rate Zones I and II? 689 

A. Yes, I do. Ultimately, I believe that the Company’s rate design proposal, which 690 

conforms the GDS-3 Customer Charge rate structure for Rate Zone I with that of 691 

Rate Zone II have been tempered to mitigate bill impacts and is in the best 692 
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interest of its customers and therefore I do not object to its implementation.  693 

Currently between Rate Zone I and Rate Zone II, there is a $3.25 difference in 694 

the monthly Customer Charges for GDS-3, Rider S and Rider T customers.  The 695 

difference equates to less than 3% in the monthly Customer Charges between 696 

the two rate zones.  The current Usage Charges between the two rate zones for 697 

the same customer comparisons are differentiated by 34%.  Because the current 698 

Customer Charge pricing is similar and the Commission has expressed support 699 

for cost-based rate uniformity in the past, I find the similarity in Customer Charge 700 

pricing along with general ratemaking policy that rates should be designed to 701 

reflect cost causation and maintain gradualism provide a sufficient basis for 702 

adoption of this proposal. I recommend that the Commission approve uniform 703 

Customer Charges for GDS-3 customers in Rate Zone’s I and II in this 704 

proceeding while keeping the Usage Charges in the two rate zones independent. 705 

  706 

Q. How does the GDS-4 pricing structure differ in each of the rate zones? 707 

A. GDS-4 customers in Rate Zone II pay rates that include an additional tier of 708 

Customer Charges for Rider T customers that GDS-4 customers in Rate Zones I 709 

and III do not pay.  AIC’s goal is to eliminate this additional tier of Customer 710 

Charges in Rate Zone II for GDS-4 customers over time for purposes of pricing 711 

structure uniformity and minimizing bill impacts to affected customers over the 712 

three rate zones. (AIC Ex. 9.0, p. 18)    713 
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 Furthermore, GDS-4 Rider T customers in Rate Zones I and II have Usage 714 

Charges that GDS-4 Rider T customers in Rate Zone III do not have.  This is the 715 

result of a legacy rate design and historically-installed facilities.  To combat this, 716 

AIC has installed meters with demand tracking capabilities in Rate Zone I 717 

because previously the zone did not have demand meters installed. AIC 718 

indicates that demand is a better pricing mechanism for large industrial load. (Id.) 719 

AIC’s eventual goal is to eliminate Rider T Delivery Charges from Rate Zones I 720 

and II and increase the Customer Charges for these two zones so all three rate 721 

zones have a consistent pricing structure. 722 

 723 

Q. What are AIC’s proposed changes to GDS-4 rates and charges? 724 

A. AIC is proposing the following changes to GDS-4 rates and charges:  725 

• Customer Charges: For customers with Maximum Daily Contract 726 

Quantity (“MDCQ”) of less than or equal to 10,000 therms, Ameren 727 

proposes a Customer Charge of $600 for all three rate zones. For 728 

customers with an MDCQ over 10,000 therms, Ameren proposes 729 

Customer Charges of $700 for Rate Zone I, and $1,200 for Rate 730 

Zones II and III. These Customer Charges better align to the COS 731 

studies Customer Cost as reflected in Ameren Exhibit 9.7.  732 
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• Delivery Charges: The Rider S Delivery Charge for all rate zones 733 

is proposed at the same level, $0.02 per therm, while the Rider T 734 

Delivery Charges for Rate Zones I and II are being reduced by 735 

about 50% with the goal of eventual elimination in future gas rate 736 

proceeding(s). Rate Zone III does not presently have a Rider T 737 

Delivery Charge, and none is proposed.  738 

• Usage Charges: Usage Charges were increased for all rate 739 

zones. Rate Zone III's Usage Charges were increased by the 740 

percentage increase of the Delivery and Usage revenue target as 741 

compared to the Present Delivery and Usage revenues. Usage 742 

Charges for Rate Zones I and II were increased at a higher rate 743 

given the decrease to the Delivery Charges coupled with the higher 744 

percentage increases of the total revenue target. An illustration of 745 

the Company’s proposed GDS-4 rate development is located on 746 

page 4 of 7 of Ameren Ex. 9.7.  Ex. 9.7 illustrates the Company’s 747 

specific Rider S Usage Charge proposals for the less than or equal 748 

to 60 psig customers and for the over 60 psig customers.  Exhibit 749 

9.7 also illustrates Rider T Usage Charges and MDCQ overrun 750 

charges for all three rate zones. 751 

 752 
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Q. What is your assessment of the Company’s Customer Charge proposal for 753 

GDS-4 customers?  754 

A. I conclude that Ameren’s proposal to better align GDS-4 Customer Charges with 755 

actual customer costs that are reflected in the COS studies should be adopted. 756 

(Ameren Ex. 9.2)  For GDS-4 customers whose MDCQ is less than or equal to 757 

10,000 therms, Ameren proposes uniform monthly Customer Charges of $600.  758 

With the Company’s proposal, Zone I GDS-4 customers would experience a 759 

19.15% increase, Zone II GDS-4 customers would experience a 2.16% decrease 760 

and Zone III GDS-4 customers would experience a less than 1% increase. These 761 

Customer Charges better align to the COS studies Customer Cost as reflected in 762 

Ameren Exhibit 9.7. The Company’s proposal for the GDS-4 Zone I Customer 763 

Charge for customers whose MDCQ is less than or equal to 10,000 therms 764 

reflects the largest increase within the three rate zones, but is within the 1.5% 765 

increase constraint that has been used in developing rate increase limits as 766 

stated earlier in this testimony.  The Company’s GDS-4 Customer Charge 767 

proposal also allows advancement toward rate uniformity.  768 

 For GDS-4 customers whose MDCQ is greater than 10,000 therms, Ameren’s 769 

proposed movement toward rate uniformity reflects a $700 Customer Charge for 770 

Zone I (a 16.77% increase from the current charge) and a $1,200 Customer 771 

Charge for Rate Zones II and III (a ½% increase and 27.33% increase 772 

respectively). These proposals would bring GDS-4 revenue recovery closer to 773 
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actual costs to serve GDS-4 customers and within approximately $60,000 of full 774 

revenue recovery for the class while advancing toward full rate uniformity.  In the 775 

Company’s next rate case, I opine that the Company design rates to further 776 

advance toward full cost recovery and full rate uniformity for GDS-4 customers 777 

whose MDCQ is greater than 10,000 therms.  778 

 779 

Q. What is your assessment of the Company’s Delivery Charge proposals for 780 

GDS-4 customers? 781 

A. I conclude that Ameren’s proposal to better align GDS-4 Delivery Charges with 782 

actual customer costs that are reflected in the COS studies should be adopted.  783 

The Company has proposed a uniform Delivery Charge for Rider S customers in 784 

all three rate zones at $0.02 per therm.  The Company’s proposal is to reduce 785 

Delivery Charges for Rider T customers in Rate Zones I and II by approximately 786 

50% (Rate Zone III does not currently have a Rider T Delivery Charge) with the 787 

eventual goal of eliminating this charge in future gas rate proceedings. 788 

 789 

Q. Did the Company explain how it developed its proposal to reduce Delivery 790 

Charges for Rider T customers in Rate Zones I and II? 791 

A. Yes it did. The Company evaluated the impacts of the proposed GDS-4 price 792 

changes for Rate Zones I and II and the effects on the customers taking into 793 
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account AIC’s proposed movement away from Delivery Charges toward Usage 794 

Charges.  The evaluation consisted of considerations for 1) proposed prices as 795 

compared to the present prices in effect from January 20, 2012 (effective date of 796 

compliance tariffs in Docket No. 11-0282) through April 30, 2012 and 2) 797 

proposed prices as compared to the present prices after May 1, 2012 (the 798 

effective date of prices following implementation of Rider TBS provisions).  The 799 

Company submitted the results in a price development table following 800 

implementation of Rider TBS provisions which includes its evaluation and 801 

proposed development of lower Rider T Usage Charges. (AIC Ex. 9.0, p. 28).  I 802 

have duplicated the table below to help illustrate the comparisons.  803 

 804 

Table 6.1 805 

AIC’s price development proposal to move away from  806 

Delivery Charges toward Usage Charges 807 

 Rider T Usage Charges 

 Through April 30, 2012 
After May 1, 

2012 

Rate Zone I   

Less than or equal $ 0.46736 $ 0.10595 
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to 60 psig 

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 2,000,000 

therms 
  

Less than or equal 

to 60 psig 
$ 0.21562 $ 0.12930 

Greater than 60 

psig 
$ 0.21562 $ 0.10175 

Rate Zone III   

Less than or equal 

to 60 psig 
$ 0.56636 $ 0.49434 
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Greater than 60 

psig 
$ 0.23006 $ 0.15804 

 808 

 According to the Company, “[c]ustomer demand (usage) provides a superior 809 

price signal versus customer delivery volumes for such GDS-4 customers, as 810 

demand matches the criteria used to plan and design facilities serving 811 

customers. As such, AIC proposes to gradually eliminate the over two million 812 

therm Demand (Usage) Charge, transitioned over time to avoid undue customer 813 

bill impacts.” (Id., p.28)  814 

 815 

Q. What is your assessment and recommendation of the Company’s Usage 816 

Charge proposals for GDS-4 customers? 817 

A. The Company proposed increases to GDS-4 Usage Charges in each of the three 818 

rate zones.  I believe that the Company’s rate design proposal for the GDS-4 819 

customer class mitigate bill impacts which is in the best interest of its customers 820 

and, therefore, I do not object to its implementation. Usage Charges are typically 821 

designed to recover the remainder of the revenue requirement not recovered 822 

through the Customer Charge and Delivery Charge in natural gas rate cases.  823 

The Company’s proposed GDS-4 rate design is intended to approach full cost 824 

recovery and price uniformity between the rate zones while staying within the 825 
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revenue allocation constraint of a maximum of 1.50 times the overall average 826 

increase to the respective rate zone.  I find that Ameren’s evaluation and findings 827 

with respect to the GDS-4 customer class, along with generally held ratemaking 828 

policy that rates should be designed to reflect cost causation, maintain 829 

gradualism, and avoid rate shock and movement toward price uniformity 830 

collectively provide a sufficient basis for adoption of this proposal. 831 

 832 

D. GDS-5 EVALUATION 833 

Q. Did the Company provide an evaluation of the experimental expansion of 834 

the GDS-5 tariff ordered by the Commission in Docket No. 11-0282 whereby 835 

certain GDS-3 customers would take service under the GDS-5 rate? 836 

A. Yes, it did. 837 

 838 

Q. What was the basis of the experimental tariff expansion program ordered 839 

by the Commission in Docket No. 11-0282? 840 

A. The Commission stated the following in Ameren’s last gas rate case, 11-0282: 841 

 842 

Because the Commission is authorizing this tariff expansion on a limited, 843 

experimental basis, the Commission believes that to continue this process, and 844 
in order to contemplate continuation of the tariff or further expansion, evidence 845 
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must be presented in AIC's next rate case that demonstrates that the 846 
expanded tariff: improves system costs savings and reliability by having 847 
more GDS-5 customers interrupt when the temperature is 25 degrees or 848 

less; minimizes revenue erosion; and properly assesses the costs 849 
associated with metering and other equipment for GDS-3 customers taking 850 
service under the GDS-5 rate. (Docket No. 11-0282, Order, January 10, 2012, 851 

pp. 151-152) 852 

 853 

Q. What did the Company’s evaluation of the experimental tariff expansion 854 

program include? 855 

A.  Ameren’s detailed evaluation of the GDS-5 Experimental Tariff Expansion is 856 

provided in AIC Ex. 9.12, pp. 1-8.  In the previous Order, Ameren was directed by 857 

the Commission to demonstrate that the expanded tariff: 1) improves system 858 

costs savings and reliability by having more GDS-5 customers curtail their usage 859 

when the temperature is 25 degrees or less; 2) minimizes revenues erosion, and 860 

3) properly assesses the costs associated with metering and other equipment for 861 

GDS-3 customers taking service under the GDS-5 rate.  Ameren addressed the 862 

above criteria one by one. 863 

 864 

Q. Did Ameren’s GDS-5 experiment evaluation demonstrate that the expanded 865 

tariff improves system cost savings and reliability? 866 

A. Yes.  Ameren’s evaluation shows that having more customers on the GDS-5 tariff 867 

is beneficial to systems operations because GDS-5 customers avoid demand 868 
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charges when they avoid operating at temperatures of 25 degrees or less.  As a 869 

result, when the temperatures drop below 25 degrees, space heating usage and 870 

demand rise; therefore it is reasonable to assert that the system reliability is 871 

enhanced when GDS-5 customers are not inflicting additional demands on 872 

Ameren’s distribution system. 873 

 874 

Q. Did Ameren’s GDS-5 experiment evaluation demonstrate that the expanded 875 

tariff minimizes revenues erosion?  876 

A. No. To the contrary, Ameren concluded that expanding the rate provision beyond 877 

the experimental group could result in further revenue erosion. (Ameren Exhibit 878 

9.0, p 32)  879 

 Ameren provides an “Annual Revenue Erosion” table (AIC Ex. 9.12, p. 3) for the 880 

six customers that qualified for the GDS-5 Experimental Tariff Expansion.  The 881 

table indicates that the Company would have in excess of $9,300 of annual 882 

revenue erosion for the six experimental customers alone if the Company 883 

recovered the lower GDS-3 Customer Charge instead of the higher GDS-5 884 

Customer Charge in this particular experiment.  This revenue shortfall would 885 

have to be somehow recovered from other non-GDS-5 customers if the 886 

Company anticipates full recovery of its revenue requirement. 887 

 888 
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Q. Did Ameren’s GDS-5 experiment evaluation assess the costs associated 889 

with metering and other equipment for GDS-3 customers taking service 890 

under the GDS-5 rate? 891 

A. Yes.  Ameren’s evaluation included reviewing historical hourly and daily data of 892 

four of the six GDS-3 customers that were served as GDS-5 customers under 893 

this experiment.  Ameren claims that the other two customers did not have 894 

sufficient data history to be included in this historical review. (Id.)  Ameren’s data 895 

for the grain drying seasons of 2010, 2011 and 2012 indicates the highest daily 896 

usage for these four customers ranged from 1,830 to 2,650 therms.  The data 897 

also indicates that only two times for these customers did the peak daily usage 898 

fall below the 1,000 therm level. (Id.)  This level of usage compares to that of 899 

Ameren’s GDS-4 customers (Large General Gas Delivery Service class), whose 900 

availability criteria requires a highest average daily usage equal to or greater 901 

than 1,000 therms.  Because GDS-5 grain drying customers do not operate as 902 

consistently as many GDS-4 customers, GDS-5 average daily demand and 903 

usage over a monthly or annual period may not reflect the actual daily or hourly 904 

demand that occurs and for which GDS-5 sized meter sets are installed. Ameren 905 

installs meters for grain drying customers that are sized to handle peak hourly 906 

load; not average load levels over a monthly or annual usage period. 907 

 908 
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Q. What are the meter sizes installed for each of the customers that are the 909 

subject of the Company’s evaluation? 910 

A. Ameren indicates that the meter sizes installed for the above 6 customers include 911 

an AL5000, 11M, 16M and 38M. (Id., p. 5)  In its evaluation, Ameren also 912 

provides three different charts that reflect the meter sizes for all of Ameren’s 913 

GDS-5, GDS-3 and GDS-4 respective customer bases. (Id., pp. 5-7) The GDS-5 914 

chart indicates that the majority of the GDS-5 customers have meters installed 915 

that are 11M or larger compared to the GDS-3 chart that shows the majority of 916 

GDS-3 customers have meter sizes of 7M or smaller.  The GDS-4 chart depicts 917 

that the majority of GDS-4 customers have meter sizes of 11M or larger which 918 

more consistently aligns with the meters sizes installed for GDS-5 customers.    919 

 920 

Q. Based on Ameren’s evaluations, are the costs associated with metering 921 

and other equipment for GDS-3 customers taking service under the GDS-5 922 

rate justified? 923 

A. No.  Ameren provides a chart (Id., p. 7) that highlights the typical meter set costs 924 

for various sizes of meter sets.  The chart shows that the typical 11M-16M meter 925 

set costs approximately $13,264.  According to the Company’s meter size 926 

distribution charts, the majority of the GDS-5 customers require meter set sizes 927 

of 11M or larger.    In Docket No. 11-0282, the Grain and Feed Association 928 
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(“GFA”) contended that the installed cost of meters and regulators capable of 929 

recording discrete hourly and daily demands as required by the GDS-5 rate 930 

schedule could be available and can be installed for less than $5,000.  Assuming 931 

that Ameren’s typical meter set cost chart is accurate, GFA’s estimation of the 932 

equipment necessary to serve GDS-2 and GDS-3 customers under the GDS-5 933 

rate structure would not be appropriate for GDS-5 customers. 934 

 935 

Q. How do you assess Ameren’s evaluation of the GDS-5 experimental tariff 936 

expansion program? 937 

A.  I assessed the data that Ameren provided for the three criteria that were laid out 938 

in the Final Order of Docket No. 11-0282 in mind.  The Commission ordered that, 939 

to continue with the GDS-5 experimental tariff expansion program it must be 940 

demonstrated that the program: 1) improves system costs savings and reliability 941 

by having more GDS-5 customers curtail their usage when the temperature is 25 942 

degrees or less; 2) minimizes revenue erosion, and 3) properly assesses the 943 

costs associated with metering and other equipment for GDS-3 customers taking 944 

service under the GDS-5 rate. 945 

 The data does not indicate that the program improves system cost savings and 946 

reliability. Ameren’s contention that there is some overlap between the grain 947 

drying season and the period of peak space heating demand has merit. There is 948 
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potential for very high load demand during this time of overlap, which could effect 949 

system reliability adversely (i.e. load demand is greater than system capability).  950 

It is my opinion that gas system reliability is enhanced when GDS-5 customers 951 

are not inflicting additional demands on Ameren’s distribution system. 952 

The data indicates that the expansion of the program could result in revenue 953 

erosion.  Ameren’s “Annual Revenue Erosion” table (AIC Ex. 9.12, p. 3) indicates 954 

that the Company would have in excess of $9,300 of annual revenue erosion for 955 

the six experimental customers alone if the Company recovered the GDS-3 956 

Customer Charge instead of the GDS-5 Customer Charge.  It is clear that the 957 

experimental provision results in a mismatch between costs incurred and 958 

revenue received to serve customers. If Ameren would expand the experimental 959 

program to the approximately 75 other GDS-3 customers would take advantage 960 

of this experimental program, there is the potential for greater revenue erosion.  961 

Consequently, this revenue shortfall would have to be recovered from other non-962 

GDS-5 customers if the Company expects full recovery of its revenue 963 

requirement.  964 

 Finally, Ameren’s charts that illustrate the distribution of meter sizes for GDS-3, 965 

GDS-4 and GDS-5 customers indicate that the majority of GDS-5 customers 966 

require meters that are capable of load characteristics more aligned with GDS-4 967 

customers than GDS-3 customers.  The typical meter set cost chart that Ameren 968 

provided indicates that the costs for the meters needed to handle the peak 969 
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demands of the typical GDS-5 customer would be approximately $13,264, which 970 

is nearly three times the projected cost of meter and equipment that the GFA 971 

asserted in Docket No. 11-0282.  The costs that the GFA projected are more 972 

aligned with meter sizes capable of serving the demands of GDS-2 and GDS-3 973 

customers, not the demands of GDS-5 customers. 974 

 975 

Q. What are your conclusions and recommendations regarding continuance 976 

of the experimental tariff expansion program ordered by the Commission in 977 

Docket No. 11-0282? 978 

A. I conclude that Ameren’s Ex. 9.12 shows that the experimental tariff expansion 979 

program meets only one of the three criteria the Commission ordered to justify 980 

the expansion or extension of the program.  I am concerned that extending or 981 

expanding the program would lead to an inequitable assignment of costs among 982 

customer classes.  In this stage of the proceeding, I recommend that the 983 

experimental tariff expansion program for GDS-5 customers be terminated 984 

because it does not meet all of the three criteria the Commission laid out to justify 985 

expansion or extension of the experiment.  However, I have not reviewed any 986 

data or analysis that the GFA provide to justify its proposal to expand the 987 

experiment.  I will review any data that the GFA or any other party to this 988 

proceeding provides in its direct testimony regarding this issue and will make a 989 

final recommendation in my rebuttal testimony.  990 
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    991 

E.  Bill Impacts 992 

Q. Did you prepare a schedule that compares the bill impacts of your rate 993 

design proposal with the Companies’ rate design proposal?  994 

A. Yes, I did. I have prepared a comparison of bill increases for GDS-1 for Rate 995 

Zones I, II and III.  Specifically, for each rate zone the monthly bills at various 996 

usage frequencies at present rates compared to those same usage frequencies 997 

at my proposed rates reflecting an 80% SFV rate design. In addition, I provide 998 

the monthly bills at the Company proposed rates reflecting an 85% SFV rate 999 

design.  Tables 6.2 (GDS-1 Zone I Bill Comparison), 6.3 (GDS-1 Zone II Bill 1000 

Comparison) and 6.4 (GDS-1 Zone III Bill Comparison) provide a bill comparison 1001 

for customers from the 0 therm usage frequency5, from the 200 therm usage 1002 

frequency, the 500 therm usage frequency and the 1000 therm usage frequency. 1003 

Dollar and percentage increase summaries are shown in Tables 6.2, 6.3 and 6.4 1004 

are as follows:  1005 

 1006 

 1007 

                                                           
5
 The billing frequency begins with zero or low usage or demand, and is completed at 1000 therm monthly 

useage.  The monthly bill amounts are shown in terms of monthly Customer Charges added to the 
Useage Charges at various useage levels.  No Delivery Charges/PGA Charges were applied to the above 
bill amounts. 
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Table 6.2 1008 

Customer Bill Impacts per Therm Usage  1009 

Rate Zone I GDS-1 1010 

 1011 

 1012 

 1013 

 1014 

 1015 

Monthly 

usage 

level (per 

therms 

used) 

Monthly 

Bill at 

Present 

Rates 

Monthly Bill 

at Staff 

Proposed 

Rates 

Monthly Bill 

at 

Company 

Proposed 

Rates  

Monthly 

Dollar 

Change 

Staff 

Proposed 

Monthly 

Dollar 

Change 

Company 

Proposed 

Monthly 

% 

Change 

Staff 

Monthly 

% 

Change 

Company 

0 $21.58 $23.47 $24.94 $1.89 $3.36 8.76% 15.57% 

200 $38.86 $43.08 $39.65 $4.22 $0.79 10.86% 2.03% 

500 $64.78 $72.49 $61.71 $10.07 -$3.07 11.90% -4.74% 

800 $90.70 $101.91 $83.77 $11.21 -$6.93 12.35% -7.64% 

1000 $107.98 $121.52 $98.48 $13.54 -$9.50 12.54% -8.80% 
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Table 6.3 1016 

    Rate Zone II GDS-1 1017 

Monthly 

usage 

level (per 

therms 

used) 

Monthly 

Bill at 

Present 

Rates 

Monthly Bill 

at Staff 

Proposed 

Rates 

Monthly Bill 

at 

Company 

Proposed 

Rates  

Monthly 

Dollar 

Change 

Staff 

Proposed 

Monthly 

Dollar 

Change 

Company 

Proposed 

Monthly 

% 

Change 

Staff 

Monthly 

% 

Change 

Company 

0 $17.53 $20.71 $22.00 $3.18 $4.70 18.14% 26.81% 

200 $30.94 $36.68 $33.98 $5.74 $3.04 18.55% 9.83% 

500 $51.06 $60.64 $51.96 $9.58 $0.90 18.76% 1.76% 

800 $71.17 $84.60 $69.93 $13.43 -$1.24 18.87% -1.74% 

1000 $84.58 $100.57 $81.91 $15.99 -$2.67 18.91% -3.16% 

 1018 

 1019 

 1020 

 1021 

 1022 

 1023 
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Table 6.4 1024 

Rate Zone III GDS-1 1025 

Monthly 

usage 

level (per 

therms 

used) 

Monthly 

Bill at 

Present 

Rates 

Monthly Bill 

at Staff 

Proposed 

Rates 

Monthly Bill 

at 

Company 

Proposed 

Rates 

Monthly 

Dollar 

Change 

Staff 

Proposed 

Monthly 

Dollar 

Change 

Company 

Proposed 

Monthly 

% 

Change 

Staff 

Monthly 

% 

Change 

Company 

0 $21.22 $23.47 $24.94 $2.25 $3.72 10.60% 17.53% 

200 $38.53 $43.08 $39.65 $4.55 $1.12 11.81% 2.91% 

500 $64.51 $72.49 $61.71 $7.98 -$2.80 12.37% -4.34% 

800 $90.47 $101.91 $83.77 $11.44 -$6.70 12.65% -7.41% 

1000 $107.79 $121.52 $98.48 $13.73 -$9.31 12.74% -8.64% 

 1026 

Q. What does the information from these tables show? 1027 

A. Data from the tables above consistently show that Staff’s rate design produces a 1028 

slower and more gradual increase in a customer’s monthly bill the more natural 1029 

gas a customer uses.  For example, the increase in a GDS-1 customer bill in 1030 

Zone I range from 8.76% at zero usage to 12.54% at 1,000 therm usage.  This 1031 

data is compared to the Company’s rate design where the changes in a GDS-1 1032 
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customer bill in Zone I ranges from 15.57% at zero usage to -8.80% at 1,000 1033 

therm usage. 1034 

 1035 

Q. What bill impact conclusions do you draw after reviewing the data in the 1036 

above three tables? 1037 

A. I conclude that my proposed 80% SFV rate design sends superior price signals 1038 

to customers that use higher volumes of natural gas.  My rate design has a larger 1039 

impact on a customer’s bill the more natural gas that customer consumes.  Under 1040 

the Company’s proposal, the more natural gas a customer consumes, the larger 1041 

percentage decreases in a customer’s overall monthly gas bill compared to the 1042 

current rates.  My rate design would discourage increases in natural gas 1043 

consumption whereas the Company’s design would encourage more usage.   1044 

 1045 

 III. Tariff Changes 1046 

Q. Did the Company propose any significant change to any of its current 1047 

tariffs? 1048 

A. No, it did not. 1049 

 1050 

Q. What changes did the Company propose to its tariffs? 1051 
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A. The Company’s proposal includes, for each customer class, only pricing updates 1052 

to reflect prices/charges approved at the conclusion of this proceeding.  The 1053 

Company’s proposal also integrated some housekeeping changes which include 1054 

the update of dates of the tariff provisions that will no longer be applicable at the 1055 

conclusion of this proceeding.   1056 

 1057 

Q. How do you assess the Company’s tariff change proposal? 1058 

A. The Company’s tariff change proposals are consistent with changes that are 1059 

applicable in a typical rate case where only prices and updated tariff dates should 1060 

be reflected. 1061 

 1062 

Q. What is your recommendation regarding the Company’s tariff change 1063 

proposals? 1064 

A. I recommend that the Commission approve the Company’s tariff change 1065 

proposals since Ameren is simply requesting price updates and housekeeping 1066 

changes.  These changes should reflect the Commission’sCommissions 1067 

directives with respect to rate design and the approved revenue requirements 1068 

and should not modify the contents of its tariffs in any other way. 1069 

 1070 
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Q. Does this conclude your direct testimony? 1071 

A. Yes, it does. 1072 


