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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0192 2 

REBUTTAL TESTIMONY OF  3 

LEONARD M. JONES 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

A. Witness Identification 8 

Q. Please state your name and business address. 9 

A. My name is Leonard M. Jones.  My business address is 1901 Chouteau Ave, P.O. Box 10 

66149, St. Louis, MO 63103. 11 

Q. Are you the same Leonard M. Jones who previously sponsored direct testimony in 12 

this proceeding? 13 

A. Yes, I am. 14 

B. Purpose, Scope and Identification of Exhibits 15 

Q. What is the purpose of your rebuttal testimony? 16 

A. The purpose of my testimony is to respond to portions of direct testimony filed by the 17 

Staff of the Illinois Commerce Commission (Commission) Staff and certain Intervenors.  18 

Specifically, I respond to Staff witness, Mr. Christopher Boggs's recommendation regarding 19 

Straight Fixed Variable (SFV) fixed cost recovery.  I address similar concerns on the same issue 20 

as sponsored by Mr. Scott J. Rubin, witness for the People of the State of Illinois (AG) and the 21 

Citizens Utility Board (CUB) (jointly AG/CUB).  Finally, I respond to the direct testimony of 22 
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Mr. Stephen E. Puican, witness for the Illinois Competitive Energy Association and the Retail 23 

Energy Supply Association (ICEA/RESA).   24 

Q. Are you sponsoring any exhibits in support of your testimony? 25 

A. No.  26 

II. RESPONSE TO COMMISSION STAFF WITNESS, MR. CHRISTOPHER 27 
BOGGS 28 

Q. Have you read and reviewed the direct testimony of Mr. Boggs? 29 

A. Yes. 30 

Q. Based on your review, what do you understand to be Staff's position regarding the 31 

Company's proposed rate design and related pricing?  32 

A. As indicated in his direct testimony, Mr. Boggs recommends the Commission Staff 33 

(Staff) adopt the Ameren Illinois Company d/b/a Ameren Illinois’ (AIC or Company) Cost of 34 

Service Studies (COSS) and the Company's recommended pricing, with the exception of the 35 

Company's proposal to increase fixed costs recovered through the Customer Charge from 36 

Residential (GDS-1) and Small Commercial (GDS-2) customers.     37 

Q. Do you agree with Mr. Boggs conclusion regarding the appropriate percentage of 38 

fixed costs that should be recovered through the Customer Charge from these two rate 39 

classes? 40 

A. No, I do not.  Mr. Boggs recommends that the percentage of fixed costs recovered from 41 

GDS-1 and GDS-2 customers through the Customer Charge remain at 80%, while I continue to 42 

recommend fixed cost recovery be increased to 85% for these rate classes.  43 
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Q. Please explain the basis for your recommendation.   44 

A. As I mention in my direct testimony, slightly increasing the fixed revenue requirement 45 

from 80% to 85% through the monthly Customer Charge mitigates forward-looking revenue 46 

erosion due to continued degradation of usage caused in part by customer installation and use of 47 

more energy efficient equipment and appliances and by participation in Company-sponsored gas 48 

energy efficiency measures.  The increased percentage of fixed cost recovery will have a 49 

minimal impact on many customers, employing the ratemaking concept of gradualism. 50 

Q. Do you agree with Mr. Boggs's classification of the Company's fixed cost recovery 51 

proposal as "an endeavor to attain greater guaranteed revenue".  52 

A. Absolutely not.  Enhancing the SFV rate design only maintains revenue stability.  53 

Revenue is not guaranteed under the SFV design.  A SFV design better matches prices with costs 54 

by moving greater recovery of costs from a highly variable component (therms) to a more stable 55 

component (customer service point).  While therm use fluctuates, AIC’s fixed costs do not.  It 56 

does not make sense that when usage fluctuates due to weather, or is reduced because of energy 57 

efficiency measures, and costs remain fixed, that cost recovery (revenue) would be unduly 58 

subject to usage-based fluctuation.  This point was generally recognized by the Commission 59 

when implementing the 80% SFV provision in the first place. (See Order Docket Nos. 07-0585 60 

(cons.) pp. 236-238).   61 

Q. Do you agree with Mr. Boggs's assertion that the Company's claims regarding 62 

decreases in sales volumes are "inconsistent" with information provided in discovery?  63 

A. No.  Mr. Boggs is  comparing recent actual data (from 2009-2011), which is not 64 

normalized to account for temperature variations from one year to the next, to two years of 65 

forecast data, which does assume normal weather.  Annual therm sales for GDS-1 and GDS-2 66 
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customers are highly correlated to the severity of cold winter temperatures.  Sales increase as 67 

customers use natural gas to heat their homes and buildings.  A sales forecast, on the other hand, 68 

assumes normal temperatures will be experienced.   69 

The trend of declining sales is observed over a period of time by looking at actual data as 70 

well as weather normalized data.  The chart below accounts for variations in temperatures from 71 

one year to the next by assuming a linear relationship between sales and heating degree days 72 

(HDD).  The dashed line represents sales divided by annual HDD, and the trend line is clearly 73 

downward sloping.  The solid blue line (thick, non-straight line if printed in black and white) 74 

further adjusts the trend to account for number of customers, and shows usage per customer per 75 

HDD.  This line also shows a declining trend over time.    76 

 77 

 This trend will continue into the foreseeable future, and there's been no evidence offered 78 

by Staff to the contrary. .   Indeed, AIC continues to implement gas energy efficiency measures 79 

pursuant to Section 8-104 of the Public Utilities Act (the Act).  In addition, energy efficiency 80 

standards for natural gas end use appliances continue to increase, which means that as older, less 81 

efficient equipment is replaced with newer, more efficient equipment, customer usage will 82 

decline.  The American Gas Association in an article titled “Natural Gas Utilities and Their 83 
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Customers: Efficient. Naturally.1” highlights that “Natural gas usage per household has 84 

decreased even as demand for energy has risen” and that “Natural Gas use per customer has 85 

decreased by about 1 percent per year for the last 38 years”, citing in part installation of high 86 

efficiency natural gas appliances.  AIC is not immune to these national trends.   87 

Q. How do you respond to Mr. Boggs's concerns about possible over-recovery of costs 88 

should the number of Company customers increase? 89 

A. The concern appears to assume all other variables are held constant and only customer 90 

count changes.  However, the scenario fails to take into account that when the Company adds a 91 

customer to the system, the customer also typically uses natural gas.  If the customer consumes 92 

gas at a rate average for that customer's class, the Company would experience about the same 93 

amount of revenue if an average usage customer connected to the system under a SFV 80% or 94 

SFV 85% rate design.  This is because in rate cases, prices are set to recover the total revenue 95 

requirement for the class and whether more or less is targeted to be recovered from the Customer 96 

or Delivery Charges, adding the average customer produces the same level of revenue.   97 

For example, Rate Zone III GDS-1 has a Customer Charge of $21.11/month and a 98 

Delivery Charge of 8.657 cents/therm.  At the average annual use of 728 therms, or 60.67 therms 99 

per month, the customer  pays an average monthly delivery service charges of $26.47 ($21.22 + 100 

60.67 x 8.657 cents/therm = $26.47).  A revenue neutral shift to 85% SFV would increase the 101 

Customer Charge to $22.50 and decrease the Delivery Charge to 6.545 cents/therm, resulting in 102 

average monthly delivery service charges of $26.47 ($22.50 + 60.67 x 6.545 cents/therm = 103 

$26.47).  Under both rate design scenarios, the Company will   receive average monthly revenue 104 

                                                           
1 Last accessed 6/29/2013, located at http://www.aga.org/our-issues/energyefficiency/Natural-Gas-Utilities-
Customers/Pages/default.aspx 

http://www.aga.org/our-issues/energyefficiency/Natural-Gas-Utilities-Customers/Pages/default.aspx
http://www.aga.org/our-issues/energyefficiency/Natural-Gas-Utilities-Customers/Pages/default.aspx
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of $26.47, that is, until continuing efficiency gains drive the average use per customer downward 105 

below those assumed in the most recent rate case test-year.     106 

Second, Mr. Boggs' concern also fails to recognize that when adding a new customer, 107 

AIC often incurs the expense of free distribution main extensions in addition to other customer 108 

service expenses.  Per 83 Ill. Admin. Code § 500.310, the Company is obligated to provide 109 

customers up to 200 feet of a distribution main extension without extra cost to the individual 110 

customer.  Customers are also entitled up to 60 feet of service line extension free of an up-front 111 

payment, in addition to the meter, meter reading, billing, and other incremental customer service 112 

expense.  Thus, as customers are added to the system, new costs are added for which the 113 

Company receives an average embedded cost of service derived revenue stream.  Additional 114 

customers do not necessarily result in new margin (i.e., marginal costs may be greater than 115 

marginal revenue).  As the chart above indicates, usage and use per customer is declining, 116 

meaning that revenue recovery relying upon therm throughput will decline over time as well. 117 

Third, other variables indeed change over time.  Section 8-104 energy efficiency plans 118 

place greater savings goals on the utility over the next several years, and other end-use efficiency 119 

gains in appliances such as furnaces and water heaters will tend to reduce usage per customer as 120 

well.  When sales decline beyond those reflected in a test year, the Company will not achieve the 121 

revenue level authorized in the associated rate proceeding if fixed costs are recovered through a 122 

volumetric rate component.   123 

AIC’s SFV design proposal simply maintains revenue stability compared to a rate design 124 

that attempts to recover additional revenue through a variable delivery charge.  This means that 125 

the Company’s revenue will more likely recover the test-year average cost of serving the 126 

customer without the detrimental financial risk associated with fluctuations in usage.   127 
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Q. Do you agree with Mr. Boggs that increasing fixed costs recovered through the 128 

Customer Charge, as proposed by the Company, would "[send] improper price signals to 129 

customers"?  130 

A. No and once more his conclusions are not fact based.  Proper price signals depend on the 131 

underlying cost of service.  The Company’s delivery service costs of serving customers do not 132 

change if they use more or less gas in a given month.  The costs of serving a residential customer 133 

in July are virtually the same as serving the customer in January.  Likewise, if a customer uses 134 

785 therms one year but, because of implemented energy efficiency measures, only uses 765 135 

therms in the next, the Company will not experience a reduction in cost commensurate with the 136 

reduction in revenue2.  Economic efficiency would call for prices that best align to costs 137 

incurred.  138 

Instead, customers receive proper price signals to conserve gas via their gas supply 139 

charge.  The Company’s gas supply costs are variable, and pricing is likewise variable.  A 140 

customer choosing not to use 20 therms will save the Company (or their supplier) from 141 

purchasing 20 therms of gas.  This savings will be realized directly by the customer.   142 

Moreover, the difference in variable Delivery Charge between the 80% SFV and 85% SFV is 143 

only about 2 cents/therm (varies by Rate Zone, see Ameren Ex.8.0, lines 110-112).  In contrast, 144 

the Company’s Purchased Gas Adjustment (PGA) is assumed to be 58 cents/therm in this 145 

proceeding.  The difference in Delivery Charge is only about 3.5% of the PGA value.  In 2012, 146 

the PGA price has varied from month to month by more than 2 cents per therm3.  The difference 147 

between the highest monthly PGA price and the lowest was 8 cents/therm in Rate Zone I, 7.2 148 

                                                           
2 Odorant expense is variable with the amount of natural gas consumed by the customer.  Test-year odorant expense 
is only $811,418, or 0.25% of total revenue requirement.   
3 Standard deviation of PGA values in 2012 for Rate Zone I, II, and III is 2.2, 2.1, and 3.2 cents/therm, respectively. 
Standard deviation is a measure of variability from the average.    
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cents/therm in Rate Zone II, and 9 cents/therm in Rate Zone III.  Each Rate Zone experienced 149 

PGA prices ranging from the mid-60 cents/therm to a low of the upper to mid-50 cents/therm.  150 

Any Delivery Service price signal sent, regardless of 80% or 85% SFV design, is likely to get 151 

"lost" within the changes experienced in the cost of gas supply.  The price signal sent with the 152 

variable Delivery Charge is not appropriate, and the amount of difference at issue will not 153 

provide a customer with any meaningful signal to change usage. 154 

Q. Do you believe the Company's proposal to increase fixed costs recovered through 155 

the Customer Charge offends the concept of gradualism? 156 

A. No.  A change from 80% to 85% is indeed gradual, especially viewed against the initial 157 

implementation of the SFV design after Docket No. 07-0585.   In that prior proceeding, AIC’s 158 

then-current residential and small non-residential Customer Charge recovered, on average, about 159 

43% of the Company's fixed revenue requirement, which increased to 80% as a result of the 160 

implementation of SFV.  The increase in Customer Charge was met with offsetting reductions to 161 

the variable Delivery Charge.  In this proceeding, the increment is only 5 percentage points, not 162 

37 (80% less the 43% increase noted above).   163 

Further, as demonstrated in my direct testimony, the revenue neutral changes required to 164 

move from 80% SFV to 85% are modest.  The change to the Customer Charge is about $1 per 165 

month, while the offsetting reduction to the Delivery Charge is about 2 cents per therm or less4.  166 

(Other incremental changes to prices are due to the increase in revenue requirement sought, not 167 

solely due to the requested change to the SFV design.) 168 

                                                           
4 Values vary by Rate Zone.  See Ameren Ex. 8.0, lines 110-112 for values.   
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III. RESPONSE TO INTERVENORS 169 

A. Response to Mr. Scott J. Rubin 170 

Q. Have you read and reviewed the direct testimony of Mr.  Rubin? 171 

A. Yes, I have.   172 

Q. What do you understand to be Mr. Rubin's opinion regarding the Company's 173 

proposal to increase the percentage of fixed costs recovered through the Customer Charge 174 

from GDS-1 and GDS-2 customers?   175 

A. Mr. Rubin argues that the Company’s proposed rate design results in revenues from 176 

Customer Charges increasing by more than the increase in the overall revenue requirement, and 177 

would thus shift responsibility for providing revenues from higher-use customers to lower-use 178 

customers, especially non-heating customers.  In Mr. Rubin’s opinion, it would be inconsistent 179 

with cost-of-service ratemaking principles to increase rates for low-use, non-heating customers 180 

more than for high-use customers.  181 

Q. Do you agree with Mr. Rubin that the Company's Residential pricing proposal 182 

would result in revenues from Customer Charges increasing by more than the overall 183 

increase in revenue requirement? 184 

A. Yes, by design.  As discussed in response to Mr. Boggs, further upward movement in the 185 

SFV percentage will increase the Customer Charge by an above average amount but will be 186 

countered by less than average increases (or even decreases) to the volumetric Delivery Charge.  187 

This is the intended consequence of moving away from recovering fixed costs through a 188 

volumetric price component.  189 
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Q. Do you agree with Mr. Rubin's assertion that "Ameren’s proposed rate design 190 

would shift the responsibility for providing revenues from higher-use customers to lower-191 

use customers, particularly non-heating customers"? 192 

A. In a sense, yes.  Ultimately it depends on how one defines "high" and "low" use.  Mr. 193 

Rubin provides an example of a low use customer using an average 20 therms per month, and 194 

suggests that such customer would pay more today.  He also provides an example of a high use 195 

customer using 300 therms per month that indicates a delivery service decrease.   196 

 The average monthly use for a residential customer is about 60 therms per month.  By 197 

moving from 80% to 85% SFV, any customer using less than 60 therms would tend to pay a 198 

slightly greater amount for delivery service.  Conversely, customers using more than 60 therms 199 

would tend to pay a slightly lower amount for delivery service.  Customers using about 60 200 

therms per month would experience no net annual change in their delivery service bill.  This is 201 

because the change from 80% to 85% SFV is revenue neutral to the class, increasing relatively 202 

more cost recovery responsibility to the Customer Charge and relatively less to the Delivery 203 

Charge.   204 

Q. Is Mr. Rubin’s comparison of the 20 therm bill to the 300 therm bill a relevant 205 

comparison?   206 

A. No.  During the course of a year, the same customer could receive a bill with 20 therms 207 

of use in one month and 300 therms of use in another.  Mr. Rubin chose to focus on monthly bill 208 

impacts.  Annual bill impacts are more relevant and representative.  Only 0.04% of AIC’s 209 

residential customers use an average annual 300 therms per month or more, and this group 210 

contains several community living premises such as assisted living, rehabilitation care, and 211 

church rectories that may not qualify for GDS-1 service if such customers were initiating natural 212 
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gas service today.. Moreover, many residential heating customers routinely experience low use 213 

in non-heating months and greater use in heating months as temperatures decrease.  In other 214 

words, in non-heating months the customer will likely be in the 20 therms per month usage 215 

category described by Mr. Rubin.  In heating months, the customer will likely use more than 60 216 

therms per month.  The monthly usage profile for the “typical” customer using natural gas to 217 

heat its residence consumes 785 therms per year, or an average of about 65 therms per month.  218 

The monthly load profile is illustrated in the chart below.   219 

 220 

The residential customer using 300 therms in a month likely has consumption in several other 221 

months of the year that falls well below the average of 60 therms per month.  This means that 222 

such customers may pay less in high use months but will pay more in low use months when 223 

comparing rate designs developed under an 80% SFV and 85% SFV, respectively.   224 

The chart below shows a delivery service revenue comparison under 80% and 85% SFV 225 

rate designs for average monthly usages starting at 10 therms, increasing in increments of 10 226 

therms, up to 300 therms.  The chart also shows mapped against the right axis the percentage of 227 

customers with average annual use per month of 10 therms or less, between 10 and 20, and so 228 
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on.  Only about 2% of residential customers experience average annual use per month greater 229 

than 150 therms.  While customers using an average monthly amount of 300 therms exist as 230 

noted above, they are certainly not typical or common.  A more meaningful high end range for 231 

AIC’s residential customers is about 120 therms/month average (about 95% of all customers are 232 

at or below this level).  As the chart shows, comparing revenue generated under various average 233 

monthly usages at an 80% SFV design to an 85% SFV design, the difference in average monthly 234 

delivery service charges for customers with usage ranging from 10 up to 120 therms per month is 235 

about $1 at both ends of the range.  That is, customers using only 10 therms per month on 236 

average will pay about $1/month more under the 85% SFV rate design and customers using 120 237 

therms per month on average will pay about $1/month less under the 85% SFV rate design.  The 238 

comparison at 150 therms per month on average still shows a difference of only about 239 

$1.70/month. 240 
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Q. How do you respond to Mr. Rubin's allegation that "Ameren was unwilling or 242 

unable to provide detailed information about its non-heating customers”? 243 

A. He has unfairly characterized the discovery request—to say the Company was 244 

"unwillingly" to provide the information he sought was wrong.  The Company does not have the 245 

information sought by Mr. Rubin’s data request on this issue. The Company’s billing system 246 

contains an indicator, or “flag”, labeling the customer as space heat or non-space heat, but such 247 

indicator is not actively maintained.  Customers labeled non-space heat exhibit monthly usage 248 

patterns very similar to those labeled space-heat.  One would expect non-space heat customers to 249 

exhibit usage patterns similar to those experienced in May through September throughout the 250 

entire year instead of showing significantly increased use in winter heating months.  About 3% 251 

of customers are labeled space-heat in the billing system.  The table below shows the average 252 

monthly use of space heat and non-space heat residential customers using the "flag" described 253 

above.   254 

 255 

Examination of the data shows a strong correlation between months with colder temperatures 256 

and greater natural gas use in both of the heat and non-heat categories.  This evidence confirms 257 

 -

 20

 40

 60

 80

 100

 120

 140

Residential Monthly Use 
Space Heat and Non-Space Heat 

(2012) 
 

GDS1 Non-
SH
GDS1 SH



Ameren Exhibit 23.0 
Page 14 of 19 

that the field is not actively maintained because usage for those customers in the group labeled 258 

“non-heat” appears to include heating customers as well.   259 

Q. Do you agree, in general, that the cost to serve non-heating customers is significantly 260 

lower than the costs to serve heating customers? 261 

A. No, I do not believe the difference would be as great as Mr. Rubin claims.  Mr. Rubin 262 

highlights that large use customers (i.e., space-heat) will have greater demands than low use 263 

customers (i.e., non-space heat).  Because demands drive several cost of service allocations, the 264 

class with lower demands will receive a lower allocation of costs than the group with larger 265 

demands.  The cost of service study has adopted this assumption.  Actual distribution design, 266 

which dictates how costs are actually incurred, does not necessarily follow this approach.  By 267 

way of example, when a large subdivision is being developed, distribution designers will assume 268 

that each lot within the subdivision will be using space-heating equipment.  All pipes and 269 

equipment is sized accordingly, including any modifications needed to the distribution backbone 270 

system.  Once all equipment is in place, AIC’s costs do not change even if some of the customers 271 

in the subdivision choose not to install natural gas furnaces. 272 

Q. Do you have any final comments on Mr. Rubin's recommendation that "the entire 273 

rate increase allocable to Residential customers (if any) should be recovered through 274 

increases in the per-therm distribution charge"? 275 

A. Mr. Rubin’s proposal results in approximately 55% increases to the Delivery Charge for 276 

Rate Zones I and III, and 92% for Rate Zone II.  This proposal will unduly impact customers 277 

who heat their homes using natural gas, especially if winter temperatures turn severe.  Customers 278 

will be forced to pay more even though AIC’s delivery costs to serve that customer did not 279 

change.  Presumably Mr. Rubin’s proposal is to protect the minority of customers (small use) 280 
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from allegedly paying amounts greater than cost of service, but it comes at the cost of subjecting 281 

the majority of customers to greater expense for a necessary service substantially outside of their 282 

control when temperatures turn severe.   283 

B. Response to Mr. Stephen E. Puican  284 

Q. Have you read the testimony of Mr. Puican?  285 

A. Yes.  I will respond to portions of his testimony addressing the development of the 286 

Purchase of Receivables (POR) program “discount rate”.  Mr. Puican's recommendations 287 

concern the method for determining the amount of the discount rate.   288 

Q. What is the POR program?   289 

A. The Company's POR program allows a supplier to assign to the Company its rights to all 290 

amounts due (i.e., receivable) from its participating customers for the provision of gas supply 291 

service billed by the Company under the Utility Consolidated Billing program.  In exchange, the 292 

Company pays the supplier for the receivable at a discount on the full face value of the 293 

receivable.  The rate applied to determine this discount is also known as the Discount Rate.       294 

Q. How is the Discount Rate determined?   295 

A. As Mr. Puican correctly points out, the Company has proposed to set the Discount Rate 296 

equal to the Uncollectible Factor contained in Rider S.    297 

Q. Why does Rider S contain an Uncollectible Factor adder?  298 

A. The Rider S Uncollectible Factor is needed to compensate the Company for its supply-299 

related uncollectible expense, which is not recovered in its delivery service rates.  It is also 300 

needed to administer Rider GUA – Gas Uncollectible Adjustment.  Rider GUA allows the 301 

Company to true-up the difference between uncollectible expense “included in rates” and actual 302 
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uncollectible expense experienced in a year.  Rider GUA determines separate adjustments for 303 

delivery and supply related uncollectible true-ups.  The Rider S Uncollectible Factor establishes 304 

the amount of supply-related uncollectible expense that is “included in rates” by multiplying said 305 

factor by the cost of gas determined in Rider PGA – Purchased Gas Adjustment (Rider PGA).  306 

The Uncollectible Factor is reset in rate cases to correspond to the level of test-year uncollectible 307 

expense reflected in the overall revenue requirement.    308 

Q. Why has the Company proposed to set the Discount Rate equal to the Uncollectibles 309 

Factor in Rider S? 310 

A. Reasons for setting the Discount Rate equal to the Uncollectible Factor in Rider S include 311 

a) no apparent cost of service differential, b) ease of administration, and c) comparability of 312 

service between PGA and SVT (competitively neutral).  These points are discussed in detail 313 

below.  314 

First, when the Company purchases the receivable from the supplier, it assumes the risk 315 

that the customer may not pay its bill.  That risk is embodied and quantified empirically in the 316 

uncollectible factor in Rider S.  There is no reason to assume that the average uncollectible 317 

percentage for Rider SVT UCB/POR customers will be different than the uncollectible 318 

percentage for customers taking gas service from the Company under Riders S –PGA.  Instead, 319 

one would expect that the uncollectible experience of a cross-section of residential and/or small 320 

non-residential customers would be about the same as the total average.  Setting the Discount 321 

Rate equal to the Uncollectible Factor in Rider S places the two groups of customers under the 322 

same cost basis.  If actual uncollectible expense is different from that “included in rates”, which 323 

is proposed to include the Rider S-PGA Uncollectible and the Rider SVT UCB/POR Discount 324 
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Rate dollar amounts, customers are refunded or credited the difference in subsequent years 325 

through Rider GUA.   326 

Second, grouping Riders S-PGA and Rider SVT UCB/POR customers together within 327 

Rider GUA also eliminates the need to administer either a separate uncollectibles true-up rider 328 

(true-up to the Discount Rate) or a separate true-up within Rider GUA for Rider SVT UCB/POR 329 

customers.  By combining administration efforts, customers in the Rider S-PGA and Rider SVT 330 

UCB/POR groups will receive the same Rider GUA Adjustment value.   331 

 Third, the Company’s proposal results in applying the same Rider GUA Adjustment 332 

component to Rider S-PGA and Rider SVT UCB/POR customers.  Also, the Uncollectible 333 

Factor is to be applied equally to both Rider S-PGA and Rider SVT UCB/POR customers.  This 334 

feature is competitively transparent and neutral.  Customers will have no incentive to switch to or 335 

from any supply service based on differences in Uncollectible Factors (via the Discount Rate for 336 

Rider SVT UCB/POR customers), or Rider GUA Adjustment charges/credits or other 337 

uncollectible true-up tariff mechanisms as applied.     338 

Q. Mr. Puican recommends that if the Commission adopts the discount procedure 339 

proposed by AIC, the amount of the discount should be revisited after the SVT program 340 

has been in effect for 12 months.  How do you respond? 341 

A. Currently, the Rider S Uncollectible Factor is adjusted in rate cases to correspond to 342 

delivery test-year expense.  This process should be maintained and used to also update the 343 

Discount Rate.  If, on the other hand, the Discount Rate is updated outside of a rate case, the 344 

Rider S Uncollectible Factors should be updated at the same time to ensure the two factors 345 

remain synchronous for the three reasons mentioned above.   346 
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Q. Mr. Puican concludes he "sees no reason why the POR Discount Rate should not be 347 

based on the uncollectible experience of SVT customers once there is sufficient experience 348 

under the SVT Program."  What is your response?  349 

A. Mr. Puican's recommendation is based on his claim that there is evidence suggesting that 350 

customers who switch to alternative suppliers have a lower level of default than customers as a 351 

whole. If that can be verified after 12 months of actual experience, he recommends adjusting the 352 

receivables discount to reflect that lower default rate.  Mr. Puican has not provided evidence that 353 

a program designed to meet the needs of mass market customers, like the SVT program, will 354 

entice more customers to pay their bills.  Moreover, 12 months of experience may not be long 355 

enough to review differences.  First, any such review should ensure that more than just a few 356 

customers have switched within that first year.  Drawing on experience from the electric 357 

UCB/POR program, customer switching did not materialize after “day one” of the program 358 

becoming available.  Instead, switching of significance did not materialize for well over one year 359 

after the program was available.  The uncollectible experience associated with electric 360 

UCB/POR in the first year of the program was zero because there were no customers served 361 

under the program.  Second, SVT customers will begin service as active customers.  A receivable 362 

does not become uncollectible immediately after a customer falls behind in payments.  There is a 363 

delay of a minimum of about six weeks from the time the bill is due to moving the receivable to 364 

“uncollectible” status as the credit and collections process plays out.  If the SVT receivable is 365 

received in December, the delay is extended by four months until April due to the moratorium on 366 

cutting service for non-payment during cold weather months.  Customers that do not pay during 367 

those months continue to receive service and the receivable continues to build.  Thus, the earliest 368 

a customer switching to SVT under the UCB/POR provisions would first be considered to have 369 



Ameren Exhibit 23.0 
Page 19 of 19 

uncollectible amounts owed would likely be several months after the customer was switched.  370 

An initial 12 month evaluation of new SVT UCB/POR customer uncollectible experience may 371 

indeed show default percentages below those for the mature S-PGA customer group.  This initial 372 

12 month comparison would not adequately capture the risk of default on the receivables as the 373 

SVT UCB/POR customer group matures.  For a comparison between SVT and S-PGA customer 374 

uncollectible experience to be comparable, it should evaluate customers that are active on each 375 

respective service at a certain date and examine the associated receivables of each comparison 376 

group.  To reiterate, Rider S Uncollectible Factor and SVT UCB/POR Discount Rate should be 377 

established jointly, not independently. 378 

IV. CONCLUSION 379 

Q. Does this conclude your rebuttal testimony? 380 

A. Yes, it does. 381 
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