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Introduction 1 

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

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

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

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

Q. Did you file direct testimony in this docket? 6 

A. Yes. My direct testimony was filed on June 11, 2013 as ICC Staff Ex. 7.0. 7 

Q. Please outline your rebuttal testimony.   8 

A. I respond to Ameren Illinois Company‟s (“Ameren,” “AIC” or “Company”) rebuttal 9 

testimony concerning a possible small volume transportation (“SVT”) service.  I 10 

also respond to intervenors‟ direct testimony on this topic.  11 

Q. What are your major conclusions?  12 

A. I continue to advocate that the Commission should litigate the SVT tariffs in a 13 

separate docket after concluding this docket.  In the event the Commission 14 

orders Ameren to file SVT tariffs in this docket, I also discuss aspects of those 15 

tariffs and recommend various changes to them.  16 

Q. Do you oppose the Commission ordering an SVT program for Ameren?  17 

A. No.  In Ameren‟s last gas rate case, the Commission found that customers 18 

benefit from a well designed SVT program. (Ameren Illinois Co., ICC Order 19 

Docket No. 11-0282, 193 (Jan. 10, 2012.)  Based on the work that interested 20 

parties have done in the workshops and in this docket, and the work that can 21 
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occur in a potential docket to consider just the SVT tariffs, I believe that those 22 

tariffs will be well designed.  23 

Separate docket 24 

Q. What is Ameren’s main concern, according to AIC witness Nelson?  25 

A. AIC witness Nelson emphasizes that Ameren is asking the Commission in this 26 

docket to approve the small volume transportation (“SVT”) program.  He states, 27 

“in this proceeding we are looking for the Commission‟s decision on whether the 28 

Company should go forward with a SVT program.” (Ameren Ex. 16.0, 12:245-29 

246.) In particular, he wants the Commission to approve Ameren‟s cost recovery 30 

to implement the program. (Id., 11:242-244.) 31 

Q. How does Mr. Nelson propose to litigate the SVT tariffs?  32 

A. Mr. Nelson recommends that the Commission deal with the details of the 33 

program such as operations and tariffs in another docket.  He states that, in 34 

particular, the Company “is prepared to file a petition, supporting testimony and 35 

exhibits, including tariffs in support of the SVT program, within 45 days after the 36 

date of the order in this docket.” (Id., 14:303-304.) At the same time, he argues 37 

that any information developed here can improve the program and “whatever 38 

direction the Commission offers will be incorporated.” (Id., 14:310.) Finally, Mr. 39 

Nelson commits AIC to a schedule in the separate docket that “permits the SVT 40 

program to begin operations in the 4th quarter of 2014.” (Id., 15:336-337.) 41 

Q. Does AIC witness Seckler inject a note of caution for the timeline to 42 

implement SVT?  43 
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A. Yes.  In her rebuttal testimony, Ms. Seckler notes that substantive changes to the 44 

tariffs in this or a later proceeding can postpone the program‟s start past the 45 

planned start date. (Ameren Ex. 26.0, 3:58-63.)  46 

Q. Do you agree that the tariffs should be completed in a separate 47 

proceeding?  48 

A. Yes.  As discussed in my direct testimony, the SVT tariffs were not filed in this 49 

docket.  Some elements of those tariffs were not introduced until late in the 50 

workshops.  Further, as Staff has examined the tariffs, various operational 51 

questions have arisen that may not be able to be resolved in this docket.  In my 52 

direct testimony, I noted that Staff does not agree on all aspects of Riders GTA 53 

(Gas Transition Adjustment) and GSIC (Gas System Integrity Charge 54 

Calculation) and how they will interact with Rider PGA.  In addition, no witness 55 

has addressed how to calculate a Price-to-Compare to improve customers‟ ability 56 

to compare offers from Alternative Gas Suppliers (“AGS”) and to sales service.  57 

Finally, AIC maintains that it cannot begin the program until the fourth quarter of 58 

2014, which leaves enough time to litigate these tariffs.  59 

Riders GTA and GSIC 60 

Q. Does Ameren witness Seckler continue to assert the need for Rider GTA?  61 

A. Yes.  She argues that Rider GTA is a way to hold sales customers harmless from 62 

having to bear the costs to liquidate gas contracts that are no longer needed 63 

because customers have migrated to SVT.   64 
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Q. Do you agree that sales customers should be protected from paying those 65 

costs?  66 

A. Yes.  The difference between our approaches is based upon how likely it is that 67 

Ameren will need to liquidate contracts.  Ms. Seckler appears to be more 68 

concerned that it will occur, while I remain skeptical that it has a high probability.  69 

Ms. Seckler notes that Ameren buys “physical and related financial products” up 70 

to six and one-half years ahead of time.  Staff sent several data requests to 71 

Ameren that asked about the term structure of Ameren‟s contracts.  In the current 72 

year, Ameren has locked in the price for less than 2% of its expected purchases 73 

in 2015, which is the first full year of SVT. (AIC Resp. to POL 2.06, ICC Staff Ex. 74 

16.0, Attachment B.) In addition, in recent years, Ameren appears to buy 63% to 75 

80% of its firm gas less than two years forward. (AIC Resp. to POL 2.02, ICC 76 

Staff Ex. 16.0, Attachment A.) Since the program will not begin before fourth 77 

quarter of 2014, Ameren should have time to adjust its portfolio prior to the start 78 

date of its SVT program 79 

Q. What did ICEA-RESA witness Puican recommend for Rider GTA?  80 

A. Mr. Puican proposes that transportation customers be subject to the rider for only 81 

one month, since the PGA is adjusted monthly. (ICEA/RESA Ex. 2.0, 11:247-82 

249.) Ms. Seckler rejects this proposal and argues that gas contracts are not one 83 

month contracts, so there is no correspondence between how often the PGA rate 84 

is adjusted and the term length in the portfolio‟s contracts. (Ameren Ex. 26.0, 85 

22:473-481.) In turn, she notes that Rider GTA is intended to be a „transitional‟ 86 

rider.  Thus, she suggests that Rider GTA could sunset after three years, or in 87 
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2017.  She also wants to reserve the ability to seek an extension.  In particular, if 88 

municipal aggregation legislation is enacted, she is concerned that customers will 89 

switch to SVT faster than Ameren can adjust its portfolio.  In that case, Rider 90 

GTA is an important method to protect sales customers from costs that they do 91 

not cause. (Id., 23:483-499.) 92 

Q. If the Commission does approve Rider GTA, should it include a sunset 93 

provision?  94 

A. I agree that a sunset provision is prudent.  A three year limit should be sufficient 95 

to determine whether the rider will be needed going forward. 96 

Q. In your direct testimony, you recommended that Rider GTA should 97 

compare the market cost to liquidate (or otherwise shed supply) to the 98 

system weighted average cost of gas (“WACOG”). How did Ameren 99 

respond to this recommendation?  100 

A. My interpretation of Ms. Seckler‟s testimony is that she made three points. One, 101 

system average cost of gas needs to be defined.  Two, the difference between 102 

the market price and the actual price at which the contract is resolved (either 103 

liquidated or otherwise sold off) requires some additional provisions to ensure 104 

costs are fairly allocated. Three, my proposal doesn‟t match costs incurred by 105 

Ameren to the entity which caused the costs. (Ameren Ex. 26.0, 8:158-10:208.) 106 

Q. Do you agree that system WACOG needs to be defined?  107 
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A. Yes.  In some circumstances, Factor CGC in the PGA could be used.  Another 108 

more directly calculated method might be viable.  This appears to be another 109 

issue that could be resolved in a separate SVT tariff docket.  110 

Q. How can the difference between actual and market price basis be resolved?  111 

A. The discussion in my direct testimony on this issue appears to have been 112 

unclear.  I did not intend to distinguish between actual and market prices.  I did 113 

not advocate using a market price index, but the price at which Ameren could 114 

either sell the gas in the market or incur costs to liquidate the contract(s) with the 115 

seller(s).  With respect to the example in Ms. Seckler‟s testimony (see Ameren 116 

Ex. 26.0, 9), the $100 discrepancy between the changes in the costs recovered 117 

in the PGA and the changes in Rider GTA is not present in my proposal.  118 

Q. How do you respond to Ms. Seckler’s criticism that using system WACOG 119 

is arbitrary?  120 

A. Using the example on page nine of her rebuttal testimony, I note that there are 121 

three contracts for the single location.  The “switching is in Peoria”, so these are 122 

the three contracts under consideration.  Under Ameren‟s proposal, the PGA is 123 

reduced by $6,000; the reduction is for all sales customers, including those not in 124 

the Peoria area. In addition, SVT customers, including those not in the Peoria 125 

area, see their Rider GTA increase by $1,100.  Thus, under Ameren‟s proposal, 126 

SVT customers that have nothing to do with the need for Ameren to liquidate part 127 

of a contract are subject to Rider GTA.  The SVT customers in other locations, 128 

the same as the Peoria SVT customers, either receive a windfall or must pay 129 
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additional costs.  Thus Ameren‟s plan, which singles out an individual contract, is 130 

arbitrary.  131 

 In addition, the point made in my direct testimony still holds.  It takes all three 132 

contracts for there to be too much supply.  In that sense, it is arbitrary to claim 133 

that one contract is the incremental supply.   134 

Q. Is there another flaw with Ameren’s proposal to calculate Rider GTA?  135 

A. Yes.  The goal for Rider GTA should be to hold sales customers harmless.  That 136 

is, since sales customers did not cause the need to liquidate supply, they should 137 

not have to pay increased rates for the gas that they do purchase.  However, in 138 

the example from Ms. Seckler‟s testimony, sales customers pay an increased 139 

WACOG in Ameren‟s scheme, since „incremental supply‟ is lower cost 140 

($3.00/Dth) than the WACOG with the full contract ($4.3529/Dth).  141 

Q. Please explain how you propose to calculate the changes to Riders PGA 142 

and GTA when there is excess supply from migration from sales service to 143 

SVT service?  144 

A. On page 11 in my direct testimony, it may be somewhat unclear exactly how I 145 

intended to calculate the charges to the two riders.  Here, I use Ms. Seckler‟s 146 

example on page 9 of her rebuttal testimony (see Ameren Ex. 26.0, 9) to 147 

illustrate my approach.  I propose that Ameren should allocate sufficient 148 

revenues to the PGA in order to keep the PGA rates paid by sales customers 149 

constant.  That same amount is added to Rider GTA less the revenues that 150 

Ameren recoups from the sale or liquidation of the volumes from the contract or 151 
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contracts.  The following table illustrates this method, and gives a couple of 152 

examples to show the effects of different market prices on the two riders.   153 

     
Ameren Proposal 

  
Staff Proposal 

 

 
Change in Sale Sale PGA GTA PGA GTA 

 
Volume Price Revenues Volume Amount Volume Amount Volume Amount Volume Amount 

Row 1           2,000   $ 2.4500   $     4,900    (2,000)  $ (6,000)    2,000   $  1,100    (2,000)  $ (8,706)    2,000   $ 3,806  

Row 2           2,000   $ 3.5000   $     7,000    (2,000)  $ (6,000)    2,000   $ (1,000)   (2,000)  $ (8,706)    2,000   $ 1,706  

Row3           2,000   $ 4.5000   $     9,000    (2,000)  $ (6,000)    2,000   $ (3,000)   (2,000)  $ (8,706)    2,000   $   (294) 
 154 

Row 1 shows the example that Ms. Seckler included in her example on page 9 of 155 

her rebuttal.  According to Ameren‟s Rider GTA proposal, the PGA is reduced by 156 

$6,000 (= $3 x 2,000) and 2,000 Dth.  The revenue from the liquidation equals 157 

$4,900 (=$2.45 x 2,000), so the GTA increases by $1,100 (= $6,000 − $4,900).  158 

This can be seen under the heading “Ameren Proposal.”  The WACOG for sales 159 

customers increases, because although total gas costs falls from $74,000 to 160 

$68,000, volumes change to 15,000 Dth from 17,000 Dth.  Thus, the average 161 

cost of gas rises from $4.3529/Dth (= $74,000 ÷ 17,000 Dth) to $4.5333/Dth (= 162 

$68,000 ÷ 15,000 Dth).  In order to keep sales customers from paying higher unit 163 

costs, I propose to compensate sales customers at the WACOG that existed 164 

before the liquidation.  This concept is illustrated under the heading “Staff 165 

Proposal.”  If the PGA is credited $8,706 (= $4.3529/Dth x 2,000 Dth), the 166 

WACOG remains constant at $4.3529.  In order to accomplish that, Rider GTA 167 

has to increase by the amount that is credited to the PGA less the sales revenue, 168 

which in this example is $3,806 (= $8,706 − $4,900).   169 
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Further, note that it is immaterial which contract is liquidated or otherwise sold.  170 

And irrespective of the market price at which the contract can be liquidated, sales 171 

customers are held harmless.  SVT customers bear the risk for market price 172 

variations.  This is illustrated by Row 2 and Row 3, which demonstrate the effect 173 

that various sales prices have on the two riders.  In all three cases, under the 174 

“Ameren Proposal,” the PGA is only credited $6,000, leading to a higher 175 

WACOG.  In the latter two cases, in AIC‟s method, Rider GTA actually turns into 176 

a credit.  However, under the “Staff Proposal,” the WACOG for sales customers 177 

remains constant, and there is a credit to Rider GTA only when the market price 178 

is sufficiently high to generate more margin than the amount required to hold 179 

sales customers harmless.  180 

Q. How does Ms. Seckler respond to your direct testimony concerning the 181 

proposed Rider GSIC?  182 

A. She notes that I argued that the assets whose costs are to be included in the 183 

rider should have a consistent reason for being there.  She further asserts, “Rider 184 

GSIC does include the activities and types of assets AIC will hold, specifically 185 

lateral contracts, pipeline balancing contracts, standard pipeline services such as 186 

transportation and no-notice storage, and buying and selling natural gas.” 187 

(Ameren Ex. 26.0, 11:217-219.) Ameren does not believe the individual contracts 188 

should be included in the tariff, since the tariffs would need to change every time 189 

the asset portfolio does.  And Ameren may need to frequently change the 190 

portfolio in response to real time events.  Finally, she notes that the rider is 191 

subject to an annual reconciliation. (Id., 11:219-227.) 192 
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Q. How do you respond to these statements?  193 

A. It is easier to reconcile a tariff if it is unambiguous and clear.  In my direct 194 

testimony, I argued that Ameren should specify the assets whose costs are to be 195 

included in the rider. (ICC Staff Ex. 7.0, 12:244-247.) While Rider GSIC in 196 

Ameren Ex. 26.1 does mention the general asset categories that are to be 197 

covered by it, it merely covers the types of assets, not the particular assets.  My 198 

concern is that the Staff and interested parties will have to consider Rider GSIC 199 

reconciliation within the context of reconciling the PGA and Rider GTA and it may 200 

not be obvious which costs should be allocated to which rider.   201 

Q. Did Staff issue data requests about the assets in Rider GSIC?  202 

A. Yes.   Staff propounded POL 2.07, which asked, in part: 203 

When will Ameren Illinois decide whether an asset is to be used for Rider 204 
GSIC purposes? In other words, will Ameren Illinois make the cost 205 
allocations before each month begins? If not, will Ameren Illinois allocate its 206 
asset costs between Rider PGA, Rider GSIC and Rider GTA after the fact?  207 

Q. How did Ameren reply?  208 

A. Ameren provided three ways that costs could be recovered under Rider GSIC.  209 

One, “costs for all assets that AIC cannot release to another party or that are 210 

secured to physically support a captive system would be moved from Rider PGA 211 

to Rider GSIC.” Four example contracts are specified.  Two, an annual study will 212 

determine which contracts should be moved from Rider PGA to Rider GSIC 213 

based on whether it is used for balancing the system or not.  Three, “intraday and 214 

same day purchases or sales of gas” are recovered in Rider GSIC, because 215 

“these transactions are made when actual weather differs from forecasted 216 
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weather causing load variations.” (AIC Resp. to POL 2.07, ICC Staff Ex. 16.0, 217 

Attachment C) 218 

Q. Did Staff ask other questions about Rider GSIC? 219 

A. Yes.  Staff data requests POL 2.08, 2.09 and 2.10 also ask for information on 220 

how Ameren will decide whether to recover asset costs in Rider GSIC or in some 221 

other rider.  POL 2.08 asks how Ameren Illinois plans to distinguish use of assets 222 

to supply sales customers and its use to balance the distribution system.  POL 223 

2.09 asks if Rider GSIC will ever be zero, while POL 2.10 asks if Ameren knows 224 

now which assets exactly will be retained for the rider in the event that all sales 225 

customers migrate to transportation.  All responses refer to the response to POL 226 

2.07.  In addition, Ameren anticipates that Rider GSIC will never be zero and that 227 

it will retain assets on each interstate pipeline and on-system storage field. (AIC 228 

Resps. to POL 2.08. 2.09 and 2.10, ICC Staff Ex. 16.0, Attachments D through F)   229 

Q. Do these data request responses relieve your concerns with how Ameren 230 

should decide the cost of which assets should flow through Rider GSIC?  231 

A. Not entirely.  There should be a clearer understanding for why costs are 232 

recovered in Rider GSIC and not Rider PGA or Rider GTA prior to their inclusion 233 

in this rider.  I believe this may be best resolved in a subsequent tariff 234 

proceeding.  235 

Purchase Of Receivables 236 

Q. Please briefly describe the Purchase of Receivable (“POR”) program 237 

proposed by Ameren. 238 
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A. Ameren witness Jones explains the program. (Ameren Ex. 23.0).  He notes that 239 

AIC buys the receivables at a discount from marketers.  That is, AIC acquires the 240 

rights to the marketers‟ revenues, but it retains a percentage of actual revenues 241 

to compensate it for bills that cannot be collected.  The discount is the Rider S 242 

uncollectibles factor based on supply-related uncollectible expense. (Ameren Ex. 243 

23.0, 15:289-300.) 244 

Q. What does RESA-ICEA witness Puican say about the uncollectible 245 

discount?  246 

A. Mr. Puican makes four points.  One, the discount proposed by Ameren is “at the 247 

high end of discount rates that I am familiar with for residential natural gas 248 

receivables[.]” (RESA/ICEA Ex. 2.0, 7:132-134.) Two, although not explicitly 249 

stated, he seems to advocate for a fixed discount rate, perhaps even equal to 250 

zero.  It appears that some true-up mechanism is required to implement this 251 

method, but it is not articulated in his testimony.  Three, he asks that the 252 

Commission re-examine the discount after 12 months of the POR.  Four, he 253 

argues that SVT customers have lower uncollectible rates than sales customers 254 

and that that should be reflected in the discount.  (Id., 8:166-9:180.) 255 

Q. How do you respond to these points?  256 

A. Competitive gas suppliers may currently have lower bad debt exposure, because 257 

they have fewer tools to enforce payment and so absorb their customers‟ bad 258 

debt themselves.  Indeed, they have typically complained that SVT service is 259 

more efficient when utilities collect all customers‟ bad debt.  Suppliers may 260 

potentially spend considerable resources to avoid bad debt costs.  They can 261 
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accomplish that by pursuing only customers that are highly unlikely to not pay 262 

their bills, whereas utilities that have the obligation to serve and so accept all 263 

customers.  As a result, unregulated suppliers probably experience a lower bad 264 

debt percentage.  With POR, SVT suppliers can reduce their spending to screen 265 

their customers, so it is likely that the percentage of bad debt for transportation 266 

customers will tend to rise.  Thus, I believe that setting the discount to reflect 267 

Ameren‟s actual costs that are associated with its uncollectible revenues is 268 

appropriate.   269 

Another advantage of the Ameren‟s proposed program is that it is straightforward 270 

and integrates with Ameren‟s current method to handle uncollectible revenues.  271 

Ameren witness Mr. Jones makes these points in his rebuttal testimony, also 272 

noting that it removes the incentive for customers to switch to or from 273 

transportation service simply because the uncollectible percentage differs 274 

between regimes. (Ameren Ex. 23.0, 16:311-17:338)  275 

 I disagree that SVT customers should necessarily have different 276 

discount/uncollectible percentages.  In other dockets, marketers have argued 277 

that costs should be socialized on the grounds that all customers benefit from the 278 

ability to purchase gas in the SVT market. (see IGS Ex. 1.0 in Docket No. 12-279 

0511/0512, 34:800-813.) It is unclear why marketers press for a different 280 

outcome for this issue in this docket.  At a minimum, there should be sufficient 281 

time to evaluate the experience with uncollectibles before amending the POR 282 

program.  Ameren witness Mr. Jones discusses this problem in his rebuttal 283 

testimony.  He notes that a 12-month review may be premature, and he explains 284 
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why there may not be enough data to reach supportable conclusions in just 12 285 

months. (Id., 18:356-19:377) 286 

Miscellaneous 287 

Q. Did you raise an issue with how Rider SVT assigns customers to specific 288 

pipelines?  289 

A. Yes.  In my direct testimony, I raised the concern that the document “Cities by 290 

Pipeline”, which associates each SVT customer to a specific pipeline, was not in 291 

the tariff.  As such, Ameren could unilaterally change those assignments without 292 

Commission approval.  I was concerned that had the potential to confuse 293 

marketers and customers.   294 

Q. Was the issue resolved?  295 

A. Yes.  To address my concerns, the Company agreed to language changes to the 296 

tariff.  The changes are identified in the rebuttal testimony of Staff witness Burma 297 

Jones. (ICC Staff Ex. 17.0, 4-5.) 298 

Q. ICEA/RESA witness Puican argues that Ameren should change asset 299 

allocations for each market every month based upon changes to the 300 

marketer’s customer base.  What are the points that he makes about this 301 

topic?  302 

A. Mr. Puican makes three points.  One, it discourages suppliers from adding 303 

customers between April and November, since an SVT supplier that adds 304 

customers has to buy gas for its customers from Ameren.  Two, since there is a 305 

provision for recalling capacity from suppliers that lose customers, he alleges that 306 
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it is “relatively straightforward” to re-allocate to suppliers that are gaining 307 

customers.  Three, it enables suppliers “greater flexibility in how they source and 308 

supply their gas[.]”  (ICEA/RESA Ex. 2.0, 9:182-10:209.) 309 

Q. How did Ms. Seckler respond to the proposal to reallocate capacity every 310 

month?  311 

A. She rejects the proposal.  The main reason she gave was the complexity and 312 

administrative burden of enabling monthly allocations.  She also argues that 313 

utility systems are not all alike, and some utilities have more supply flexibility than 314 

others.   She also notes that Ameren has agreed to modify the tariffs so that 315 

Ameren only starts charging the PGA price for the daily delivery requirement 316 

after the SVT group demand exceeds its maximum daily quantity. (Ameren Ex. 317 

26.0, 16:337, 20:423.)  318 

Q. How do you respond to the monthly allocation issue?  319 

A. I agree with Mr. Puican that biannual allocations are likely to discourage 320 

suppliers from adding customers between November and April.  And it is likely to 321 

make it more difficult for SVT marketers to manage their supply to their 322 

customers.  Further, it is difficult to evaluate the administrative burden that 323 

monthly allocations present to Ameren.  However, these problems cannot be 324 

entirely dismissed as well.  I recommend that stakeholders evaluate this issue 325 

from Ameren‟s experience in administering the SVT program over time.  326 

Q. Please summarize your testimony.   327 
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A. I continue to recommend that the SVT tariffs be litigated in a separate docket 328 

subsequent to this rate case.  As discussed above, there are several issues that 329 

have not been adequately addressed in this docket.  A separate docket will 330 

enable the Commission to address solely SVT tariff issues.   331 

In case the Commission decides to rule on tariff issues, I have a few 332 

recommendations.  Rider GTA, if the Commission decides to approve it, should 333 

have a sunset date.  It should also be calculated to hold sales customers 334 

harmless, since they will not have caused any costs.  Ameren should be required 335 

to very clearly state which assets should be recovered in Rider GSIC, either by 336 

individual asset or by some fixed rule to determine those costs.   Otherwise, it 337 

may be very difficult to determine which of the three riders a given asset‟s costs 338 

should be assigned to.  Ameren‟s proposed POR should not, at least at this time, 339 

consider a discount rate for receivables that differs from the uncollectibles rider 340 

for sales customers.  I also note that the Company addressed a concern that I 341 

raised about the information sheet, “Cities by Pipeline.”  Finally, as to whether 342 

Ameren should reallocate pipeline capacities of SVT suppliers every month 343 

rather than twice a year, I recommend that, even though monthly reallocation 344 

appears to have benefits, the Commission not order it, but instead consider the 345 

issue after Ameren has experience with its SVT program.  346 

Q. Does this conclude your prepared rebuttal testimony?  347 

A. Yes.  348 


