
Ameren Exhibit 37.0 

ILLINOIS COMMERCE COMMISSION 

DOCKET No. 13-0192 

 

 

SURREBUTTAL TESTIMONY 

OF 

LEONARD M. JONES 

 

 

 

Submitted on Behalf 

Of 

AMEREN ILLINOIS COMPANY 
d/b/a Ameren Illinois 

 

 

 

 

August 15, 2013 



Ameren Exhibit 37.0 

TABLE OF CONTENTS 

 Page No. 

I. INTRODUCTION ......................................................................................................... 1 

A. Witness Identification ....................................................................................... 1 

B. Purpose, Scope and Identification of Exhibits ............................................... 1 

II. RESPONSE TO STAFF WITNESS, MR. CHRISTOPHER L. BOGGS ................ 2 

A. Staff Concerns Regarding Straight Fixed Variable Fixed Cost Recovery .. 2 

III. RESPONSE TO INTERVENORS ............................................................................... 4 

A. Response to AG/CUB witness, Mr. Scott J. Rubin ........................................ 4 

B. Response to ICEA/RESA witness, Mr. Steven E. Puican .............................. 7 

IV. CONCLUSION .............................................................................................................. 8 

 



Ameren Exhibit 37.0 
Page 1 of 9 

ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0192 2 

SURREBUTTAL 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 and rebuttal 12 

testimony in this proceeding? 13 

A. Yes, I am. 14 

B. Purpose, Scope and Identification of Exhibits 15 

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

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

Illinois Commerce Commission (Commission) Staff and certain Intervenors.  Specifically, I 18 

respond to Commission Staff (Staff) witness, Mr. Christopher L. Boggs (ICC Staff Ex. 15.0), 19 

Office of the Attorney General (AG) and Citizens Utility Board (CUB) (collectively AG/CUB) 20 

witness. Mr. Scott J. Rubin (AG/CUB Ex. 7.0), and Illinois Competitive Energy Association 21 
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(ICEA) and Retail Energy Supply Association (RESA) (collectively ICEA/RESA) witness, Mr. 22 

Steven E. Puican (ICEA/RESA Ex. 4.0).  23 

Q. Are you sponsoring any exhibits in support of your surrebuttal testimony? 24 

A. No.   25 

II. RESPONSE TO STAFF WITNESS, MR. CHRISTOPHER L. BOGGS 26 

A. Staff Concerns Regarding Straight Fixed Variable Fixed Cost Recovery 27 

Q. Have you reviewed Mr. Boggs' rebuttal testimony concerning the Company's 28 

proposal to increase the amount of fixed costs recovered from GDS-1 and GDS-2 customers 29 

through the Customer Charge from 80% to 85%? 30 

A. Yes.  31 

Q. How do you respond to Mr. Boggs' overall recommendation?   32 

A. Staff continues to recommend that the amount of fixed costs recovered through the 33 

Customer Charge remain at 80%.  For purposes of this case, and this case only, the Company is 34 

willing to agree to Staff's position and will not continue to request that the amount of fixed costs 35 

recovered through the Customer Charge be increased to 85%.   36 

Q. Does this mean you agree with the underlying rationale for Mr. Boggs' 37 

recommendation?  38 

A. No. In fact, I disagree with several of the points raised by Mr. Boggs in his rebuttal 39 

testimony. Although I do not wish to belabor these points given the Company's case-specific 40 

position going forward, I would like to make sure the record is clear in respect to our 41 

disagreement on certain items and statements.  First, I disagree with any negative connotation 42 

associated with Mr. Boggs' characterization of the Company's proposal as "an endeavor to 43 
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protect future revenue in anticipation of declining usage."  Stable revenues benefit customers, as 44 

well as the Company, by ensuring that the Company can continue to provide safe and reliable 45 

service in the future.  Second, I disagree with Mr. Boggs' interpretation and use of consumption 46 

trend data provided in by rebuttal testimony.  That data shows a declining trend in consumption 47 

from 1999 through 2012.  Mr. Boggs' selective observation in respect to consumption in 2011 48 

and 2012 ignores the overall trend over the broader historical period.  Also, both GDS-1 and 49 

GDS-2 forecast use per customer for all of AIC is declining from 2013 to 2014, not increasing as 50 

asserted.  Third, I continue to disagree with Mr. Boggs' concerns about potential over-recovery in 51 

the event fixed cost recovery is increased. In voicing his concerns Mr. Boggs selectively chooses 52 

to focus on a potential upswing in customer numbers and ignores the potential for a decrease.  53 

Perhaps more importantly, Mr. Boggs fails explain how the change in the Straight Fixed Variable 54 

(SFV) value will cause an over recovery in revenue requirements.  Even assuming increased 55 

customer numbers, those increased numbers will carry associated, increased costs. Fourth, I 56 

disagree with Mr. Boggs' assertion that I failed to provide him with information that would 57 

enable him to determine the effects of certain variables on customer consumption in the future.  58 

For example, Mr. Boggs acknowledges that it is not unreasonable to assume that certain items, 59 

including energy efficiency gains, may affect customer usage in the future.  This is the very 60 

information I provided in my direct testimony.  I'm also unaware of any data requests to which I 61 

have failed to respond.  Finally, I disagree with the implication that increasing fixed costs 62 

recovered through the Customer Charge will send improper price signals to customers.  The SFV 63 

design is economically efficient, better matching AIC's costs to revenue recovery. AIC's delivery 64 

service costs do not change if customers use more or less gas in the winter. 65 
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III. RESPONSE TO INTERVENORS 66 

A. Response to AG/CUB witness, Mr. Scott J. Rubin 67 

Q. Have you reviewed the rebuttal testimony of Mr. Rubin? 68 

A. Yes, I have. 69 

Q. How do you respond to Mr. Rubin's argument that certain data upon which you 70 

relied was not provided to the AG/CUB during discovery? 71 

A. As presented in the Company's response to AG DR 6.06 (attached to Mr. Rubin's direct 72 

testimony as AG/CUB Ex. 3.2) I have serious concerns about the reliability of any data tied to 73 

the space heat "flag" found in AIC's billing system: 74 

Such information [i.e. a GDS-1 space heat designation] is not 75 
actively maintained. AIC does have a “flag” in its billing system 76 
indicating which customers use natural gas for space heat 77 
purposes; however, the flag is not actively maintained since AIC 78 
does not differentiate rates based on end-use. As a result, the space 79 
heat flag may, and likely does, misrepresent which customers do in 80 
fact rely upon natural gas for space heating purposes. For these 81 
reasons, the data tied to this space heating flag is unreliable to 82 
demonstrate the characteristics of true space heating customers and 83 
is not provided.  84 

As a preliminary point, the average monthly use of those customers marked with the space heat 85 

and non-space heat flag was provided in my testimony following concerns raised by Mr. Rubin 86 

about AIC  not providing such information in discovery.  As a result, it seems a bit disingenuous 87 

to criticize AIC both when it refuses to provide information and when it does.  Regardless, the 88 

point of the information included in my testimony was to show that the data is not a reliable 89 

indicator of which customers are space heat versus non-space heat.  In this regard, AIC's use of 90 

the information was consistent with the reason given in its previous refusal to provide it.  As the 91 

data demonstrates, customers labeled with the non-space heat flag have average monthly usages 92 

that are substantially higher in winter months than one would expect.  This confirms that "the 93 
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flag is not actively maintained" and "the data tied to this space heating flag is unreliable to 94 

demonstrate the characteristics of true space heating customers" as stated in discovery.  Mr. 95 

Rubin's complaint that he cannot verify my "analysis" is perplexing.  The "analysis" is plainly 96 

shown at page 13 of my rebuttal testimony.  97 

Q. Given the reliability concerns with the information described above, are you able to 98 

commit to providing a study designed to capture data tied to true space heating and non-99 

space heating customers?   100 

A. AIC cannot commit to capture data tied to "true" space heating and non-space heating 101 

customers. The underlying database for such analysis does not exist.  AIC has not and does not 102 

intend to categorize customers based on actual end use purpose.  Further, end uses are not always 103 

easily determined from billing data and some customers don’t know their fuel source for space 104 

heating to provide reliable end-use information, meaning that AIC would have to incorporate 105 

some on-site inspections for correct end-use determination, adding administrative costs.  Instead, 106 

AIC can parse its residential customers based on usage characteristics, which may provide an 107 

approximation of space heat and non-space heating customers.  108 

Q. Do you agree with Mr. Rubin's recommendation that any subsequent "space heat 109 

study" focus on residential customers who use less than 30 therms per month? 110 

A. No.  In response to data request AIC-AG/CUB 3.30 (attached to Mr. Rubin's testimony as 111 

AG/CUB Exhibit 7.1) Mr. Rubin described the methodology he would recommend the Company 112 

use to identify space heating versus non-space heating GDS-1 customers for the purposes of 113 

performing a subsequent study.  In general, Mr. Rubin recommends multiplying annual 114 

consumption, in therms, by the aggregate percentages of consumption used for functions other 115 

than heating, in order to arrive at an amount of consumption that is in fact heating related.  116 
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Dividing this total amount by 12, yields an estimate of monthly consumption devoted to non-117 

space heat usage. 118 

 The U.S. Energy Information Administration data relied upon as the source of Mr. 119 

Rubin's annual consumption input overstates and misrepresents the usage characteristics of 120 

residential natural gas customers in AIC's footprint.  Specifically, while this data is provided on 121 

an Illinois statewide basis, the data does not reflect that downstate residential natural gas 122 

consumers generally use less gas on an annual basis than their neighbors to the north.  This is a 123 

meaningful discrepancy, as I will explain.  124 

In conducting his analysis, Mr. Rubin starts with 1,026 therms as reported by the US 125 

Energy Information Administration’s Residential Energy Consumption Survey for Illinois 126 

Households in 2009.  He notes that 32.6% of natural gas use is reported to be used for non-127 

heating applications, or 334 therms per year, or 28 therms per month.  This data is based on 128 

average use for all 4.8 million Illinois housing units.  However, AIC serves just over 0.8 million 129 

residential premises, located primarily in central and southern Illinois where temperatures are 130 

warmer.  The test-year average residential use per customer is about 734 therms per year.  131 

Applying the same percentages to 734 therms indicates a more appropriate average non-heating 132 

usage of 20 therms per month (734 x 32.6% / 12 months).   Nevertheless, this methodology, and 133 

perhaps others, may be further explored in the future as AIC determines the most appropriate 134 

means to group the GDS-1 customer class between “low-use” (i.e., non-heating) and other. 135 
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B. Response to ICEA/RESA witness, Mr. Steven E. Puican 136 

Q. What is Mr. Puican’s recommendation concerning the Discount Rate associated 137 

with customers taking service under Rider SVT – Small Volume Transport (Rider SVT) 138 

and participating under the Utility Consolidated Billing /Purchase of Receivables 139 

provisions?  140 

A. Mr. Puican recommends that the initial discount rate under SVT reflect the Uncollectible 141 

Factor rate contained in Rider S.  On this point we agree.     142 

Q. How do you respond to Mr. Puican's argument that "[t]he Discount Rate under 143 

Rider SVT should reflect the actual uncollectible experience of Rider SVT customers after 144 

a reasonable amount of time has passed and reasonable participation levels have been 145 

achieved," as stated on lines 235 through 237 of his rebuttal testimony? 146 

A. On this point I still disagree with Mr. Puican.  However, both of our opinions are perhaps 147 

premised on our belief as to what the data will ultimately show.   The payment habits of Rider 148 

SVT customers will not be substantially different than those for Rider S/PGA customers.  Mr. 149 

Puican believes differently.  As the SVT program matures, AIC will have data for both SVT and 150 

Rider S-PGA customers from which we can compare.  Mr. Puican suggests that when SVT 151 

participation rates reach 20%, it would be appropriate to conduct such study.  I do not oppose 152 

examining the payment collections and billings for the two customer groupings.  After the 153 

participation thresholds are met, AIC has agreed with ICEA/RGS/RESA to submit a report to the 154 

Commission for the purpose of determining whether it is in customers’ best interest to change 155 

the methodology for determining the Discount Rate.  No commitment to change Discount Rate 156 

methodology is implied in the submission of the report, only a commitment to evaluate and 157 

compare.  Until that time, this issue appears to be resolved. 158 
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Q. How do you respond to Mr. Puican's recommendation "that there should be a true-159 

up for Rider SVT customers based on the uncollectible experience under Rider SVT, not a 160 

true-up to the uncollectible experiences of Rider SVT and Rider S-PGA customers," as 161 

discussed on lines 264 to 272 of his rebuttal testimony? 162 

A. This issue does not need to be decided now, and should be deferred until the suggested 163 

comparison study is completed and the Commission has shown interest in changing the 164 

methodology for determining the Discount Rate.  At that time, it could also be decided if any 165 

study differential is sufficient to warrant implementing a separate process and reconciliation, and 166 

the resulting effect on competition, as mentioned in my rebuttal testimony (Ameren Ex. 23.0, 167 

pp.16-17).   168 

IV. CONCLUSION 169 

Q. Please summarize the conclusions of your testimony. 170 

A. First, the Company will agree for the purposes of this case, and this case only, to recover 171 

80% of the amount of fixed costs from GDS-1 and GDS-2 customers through the Customer 172 

Charge.  The Company's agreement with Mr. Boggs on this issue in this case does not indicate 173 

agreement with the rationale employed by Mr. Boggs in arriving at his recommendation.  To the 174 

contrary, AIC believes that recovery of 85% of fixed costs would be economically efficient, and 175 

would not result in the problems about which Mr. Boggs testified.    176 

 Second, with respect to Mr. Rubin's proposal, the Company agrees that a future analysis 177 

may be appropriate to approximate the number of residential heating customers as opposed to 178 

residential non-heating customers. 179 
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 Finally, with respect to Mr. Puican's proposals, the Company agrees that it may be 180 

appropriate to submit a report to the Commission regarding the Discount Rate under Rider SVT 181 

when participation in Rider SVT reaches 20%.    182 

Q. Does this conclude your surrebuttal testimony? 183 

A. Yes it does. 184 
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