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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0192 2 

REVISED SURREBUTTAL TESTIMONY OF 3 

KAREN R. ALTHOFF 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

Q. Please state your name and business address. 8 

A. My name is Karen R. Althoff.  My business address is 370 S. Main Street, Decatur, 9 

Illinois 62523.  10 

Q. Are you the same Karen R. Althoff who previously sponsored direct and rebuttal 11 

testimony in this proceeding? 12 

A. Yes, I am. 13 

Q. What is the purpose of your surrebuttal testimony? 14 

A. The purpose of my testimony is to respond to portions of the rebuttal testimonies filed by 15 

certain Intervenors in this proceeding.  Specifically, and on behalf of Ameren Illinois Company 16 

d/b/a Ameren Illinois (AIC or the Company), I respond to rebuttal testimony of the Illinois 17 

Office of Attorney General (AG) and Citizens Utility Board (CUB) (jointly AG/CUB) witnesses, 18 

Messrs. David J. Effron and Scott J. Rubin.  I also respond to the rebuttal testimony of Illinois 19 

Industrial Energy Consumers (IIEC) witness, Mr. Brian C. Collins. 20 

Q. Are you sponsoring any exhibits in support of your testimony? 21 

A. No, I am not.   22 
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Q. Would you like to make any general comments before responding to those witnesses 23 

referenced above? 24 

A. Yes.  Although certain Intervenors take issue with several of the Company's rate design 25 

and cost-of-service-related proposals, I believe it is important to note that Illinois Commerce 26 

Commission (Commission) Staff and the Company appear to remain in agreement with respect 27 

to most of the key rate design and cost-of-service issues remaining in the case.  Specifically, Mr. 28 

Boggs continues to support AIC’s underlying cost-of-service studies (COSS) stating that such 29 

studies “appropriately [assign] costs to the various functions and rate classes”.  (Staff Ex. 15.0, p. 30 

23).  As a result, Staff and the Company (along with Mr. Rubin) maintain a common front in 31 

utilizing AIC's cost-of-service studies and underlying allocations.  Mr. Boggs also rejects 32 

alternate rate design proposals offered by Mr. Collins regarding the Rate Zone II GDS-4 service 33 

class, and Mr. Rubin regarding the Rate Zone III GDS-4 service class.  Mr. Boggs also supports 34 

AIC’s billing determinants (which were used to derive the forecasted revenues challenged by Mr. 35 

Effron) as presented in Schedule E-5 and "believe[s] Mr. Effron's adjustment is not necessary." 36 

(Staff Ex. 15.0, pp. 29-30). 37 

Q. Please summarize AIC’s position regarding the rate design and cost-of-service issues 38 

raised by Intervenors in this proceeding. 39 

A. AIC continues to believe that its test year 2014 billing determinants are reasonable and 40 

appropriate for use in setting rates in this case.  These billing determinants were used to derive 41 

the forecasted present rate revenues presented below, which, when compared to actual, non-42 

residential base rate revenues generated during the twelve months ended June 30, 2013, produce 43 

a total difference of $703,000 or 0.8% of non-residential base rate revenues.  This difference, 44 

although relatively small, can largely be explained by customer switching activities, the effects 45 
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of weather, and regional economic conditions.  Second, AIC continues to recommend that Mr. 46 

Brian Collins' main allocation and rate design proposals (RZ II GDS-4) be rejected as they depart 47 

from years of precedent in Illinois.  Lastly, AG/CUB witness Mr. Scott Rubin’s 48 

recommendations regarding revenue increases for some GDS classes must also be rejected as 49 

they depart from a sound revenue constraint limitation previously approved by the ICC. 50 

II. RESPONSE TO INTERVENORS 51 

A. Response to Mr. David J. Effron 52 

Q. Have you reviewed Mr. Effron’s revised adjustments? 53 

A. Yes, I have reviewed Mr. Effron’s AG/CUB Exhibit 6.1 and still find his proposal to be 54 

problematic.   55 

Q. Please explain. 56 

A. Although Mr. Effron has updated his analysis to reflect certain updated information 57 

provided by the Company, his analysis continues to be too narrowly focused on actual versus 58 

forecasted Transportation and Industrial revenues.  In this respect, Mr. Effron "cherry picks" the 59 

Industrial and Transportation categories and ignores the effects of other revenue categories 60 

including Commercial and Public Authority.  As a result, his analysis ignores a broader and more 61 

encompassing approach based on a comparison of all actual versus forecasted base rate non-62 

residential revenues at present rates.  Such a broad analysis is required because factors such as 63 

customer switching between transport and system gas, among others, may cause variations 64 

between categories (e.g. Transportation, Commercial and Industrial), while the overall level of 65 

revenues remains essentially unchanged.  In short, Mr. Effron's analysis distorts the Company's 66 

overall revenue expectations heading into the forecasted test year.  67 
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Q. Has AIC prepared its own analysis incorporating all of the non-residential financial 68 

classifications? 69 

A. Yes.  This comparison of actual revenues for the twelve months ended June 30, 2013 to 70 

2014 test year non-residential base rate revenues is presented below.    This analysis 71 

demonstrates that actual, non-residential base rate revenues totaled $90.8 million for the twelve 72 

months ended June 30, 2013, as compared to forecasted test year base rate revenues of $91.5 73 

million, for a difference of $703,000 (0.8%):74 

 75 

 (1) AIC's response to AG 19.11 76 

 (2) AIC response to AG 11.01R (see below breakout for Transport revenue) 77 
   78 

Transport Revenues        $24,526 (AG 19.11) 79 
  GDS-7 Contract Revenues            535 (AIC Sch. E-5) 80 
  Transpt. Rev. Net of GDS-7 $23,991 81 

In this analysis, I use the exact same source documentation and Industrial and Transport 82 

revenues as used by Mr. Effron in the analysis presented in his rebuttal testimony, but simply 83 

include the additional revenue categories of Commercial and Public Authority, which were not 84 

expressly included in Mr. Effron's analysis, but which were provided by AIC during the course 85 

of discovery.    86 

(Thousands of Dollars) Commercial Industrial
Public 

Authority Transport Total

Base Rate Revenues 12 Months Ended 6/30/13 (1) 58,825$        2,215$        1,342$       28,441$      90,823$      

Test Year Base Rate Revenues Forecasted by AIC (2) 63,369          2,574          1,592          23,991        91,526        

Adjustment to Test Year Revenues (4,544)$        (358)$          (250)$         4,450$        (703)$          
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Q. Did Mr. Effron analyze the Commercial and Public Authority financial 87 

classifications in his analysis? 88 

A. Yes and no.  Mr. Effron states in his rebuttal testimony that he analyzed forecasted test-89 

year sales for these revenue classes and concluded they were "not unreasonable." (AG/CUB Ex. 90 

6.0, p. 5).  Surprisingly, however, despite this acknowledgement, Mr. Effron ignores these "not 91 

unreasonable" sales (and related revenue) variances in the context of his analysis.  Had he 92 

included them (in a manner similar to my analysis), his work would have presented a much more 93 

thorough evaluation of past and future non-residential base rate revenues.  94 

Q. Did you note any other interesting observations in your review of Mr. Effron’s 95 

rebuttal testimony?  96 

A. Yes. As reflected in the above table, the Company forecasts that base rate revenues for 97 

the Commercial financial reporting category will increase by approximately $4.5 million 98 

between the year-end June 30, 2013 and the test year.  This difference in actual versus forecasted 99 

revenues is greater than the difference in actual versus forecasted Industrial or Transportation 100 

revenues – the two revenue categories on which Mr. Effron chose to focus his analysis.  What is 101 

most interesting, however, is that this difference flows in the other direction.   In other words, 102 

Mr. Effron ignored a greater difference in actual versus forecasted revenues (i.e. in Commercial 103 

versus Industrial or Transportation) when the forecasted Commercial revenues exceeded those in 104 

the actual period (and when Mr. Effron found those Commercial revenues to be "not 105 

unreasonable").  To propose an adjustment to bring these revenues back in line with actual 106 

period performance would call for an additional increase in revenues using Mr. Effron's revenue 107 

adjustment approach. Mr. Effron proposes no such adjustment.  Regardless of the motivation 108 
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behind this omission, the example highlights why it is perhaps inappropriate to view any single 109 

revenue classification in complete isolation from the others.  110 

Q. In general, what causes revenue fluctuations from year to year in terms of both 111 

financial classifications (Commercial, Industrial, etc.) and customer rate classes (GDS 112 

tariff classes)? 113 

A. Let me first address changes in financial classifications.  Revenues from system sales 114 

customers are classified as Residential, Commercial, Industrial and Public Authority, while 115 

revenues from transportation sales customers are classified as Transportation.  As such, if a 116 

Commercial sales customer chooses to transport its own gas, the revenues reflected in the 117 

Commercial financial classification will decline while the revenues reflected in the 118 

Transportation financial classification will rise.  In other words, a Commercial customer's 119 

election to switch to transport (i.e., from Rider S – System Gas Service (Rider S) to Rider T – 120 

Gas Transportation Service (Rider T)) service can have an impact on the revenues in both the 121 

Commercial and Transportation financial classifications.  The reverse is also true in respect to 122 

customers switching from Rider T back to Rider S. 123 

Q. Can you comment on the volume of non-residential customers moving between 124 

Rider S and Rider T in recent years?   125 

A. Yes.  Between 2011 and 2013, AIC saw approximately 950 to 1,200 customers move 126 

between Rider S and Rider T on an annual basis. 127 

Q. Why is this important in the context of Mr. Effron's adjustment? 128 

A. It's the difference between “losing” and   "moving."  Because Mr. Effron's analysis is 129 

focused only on Transportation and Industrial revenues, when a customer generating 130 
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Commercial revenues switches from Rider T (transportation) to Rider S (system gas), it might 131 

appear that the related revenues are "lost."  However, in reality, the future revenues generated by 132 

the switching customer merely move from the Transport revenues "bucket" to the Commercial 133 

revenues "bucket."  The overall revenue remains virtually unchanged.  Only by examining all of 134 

these classes in the aggregate do you obtain a full picture non-residential base rate revenue 135 

movement.   136 

Q. Mr. Effron is critical of AIC’s inability to provide billing determinants including 137 

revenues for Commercial customers that take transportation service.  Please comment. 138 

A. Mr. Effron, through several Data Requests, asked AIC to provide him with Commercial 139 

transportation volumes and base-rate revenues for both the test year and the most recent twelve-140 

month period available.  As I explained in AIC’s response to AG 19.21, “AIC’s general ledger 141 

does not classify Transportation (as recorded in FERC Account 489) volumes and base-rate 142 

revenues as commercial or industrial: as such, completion of this request would cause an undue 143 

burden on AIC.”  Nonetheless, this argument is irrelevant. If Mr. Effron undertook a complete 144 

analysis, and had not simply examined a snapshot of select financial reporting classifications, the 145 

complete analysis would support the reasonableness of AIC’s test year billing determinants as 146 

reflected on the comparison table presented above, and as attested to by Mr. Boggs. 147 

Q. Please summarize Mr. Boggs’ positions on Mr. Effron’s proposal revenue 148 

adjustment. 149 

A. Mr. Boggs recognizes that, as presented in my rebuttal testimony, a reconciliation of non-150 

residential base rate revenues in the test year as compared to the twelve-month period ended 151 

April 2013 confirms the accuracy of our forecast.  In short, he agrees with the Company that Mr. 152 

Effron’s adjustment is not necessary.  153 
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Additionally, Mr. Boggs states that if an adjustment is warranted, the adjustment would 154 

be to billing units; not to base rate revenues.  Specifically, he states that an “adjustment to the 155 

revenues would not change the total test year revenue requirement to be recovered.  It would 156 

merely produce offsetting changes in the amount of test year revenues at present rates and the 157 

amount of increase necessary to produce test year revenues at proposed rates.”  (ICC Staff Ex. 158 

15.0, p. 29).  I agree.  159 

B. Response to Mr. Scott J. Rubin 160 

 Have you read and reviewed the rebuttal testimony of Mr. Rubin? Q161 

A. Yes.   162 

1. GDS-5 Rate Availability 163 

Q. Has Mr. Rubin offered clarification regarding his position of the GDS-5 tariff 164 

expansion? 165 

A. Yes, Mr. Rubin has clarified that he is in agreement with AIC regarding the termination 166 

of the tariff expansion as ordered by the ICC in AIC’s last gas case, Docket No. 11-0282.   167 

Q. How do you respond to Mr. Rubin’s recommendation that the provisions of GDS-5 168 

be reviewed in AIC’s next gas rate proceeding? 169 

A. Rate and tariff provisions are appropriate subjects for review and examination in the 170 

context of a general rate increase request. It does not appear that Mr. Rubin recommends any 171 

deviation from typical rate case procedure or scope.  Therefore, AIC has no issue with Mr. 172 

Rubin’s recommendation.   173 
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2. Proposed Rate Increases 174 

Q. Has Mr. Rubin offered any further justification of his proposed rate increases?  175 

A. No, he has not.  I have again reviewed Mr. Rubin’s workpapers, specifically his 176 

“Allocation WP” sheet tab, and I understand that his recommendation would increase rates for 177 

Rate Zone III GDS-4 by approximately 2.4 times the system average increase.  My position 178 

remains the same.  I believe this proposed increase to be excessive.   179 

 Mr. Boggs is also critical of Mr. Rubin’s proposal. Specifically, Mr. Boggs agrees that 180 

the rate increase constraint of 1.5 times the system-average increase allows progression to full 181 

cost recovery without undue customer bill impacts.  Mr. Boggs concurs with AIC in 182 

recommending the 1.5 times the system-average percentage increase, as opposed to Mr. Rubin’s 183 

proposed 2.0 to 2.4 times the system-average increase for Rate Zone III, GDS-4 customers.  184 

(Staff Ex. 15.0, p. 14). 185 

C. Response to Mr. Brian C. Collins 186 

Q. Have you reviewed the rebuttal testimony of Mr. Collins? 187 

A. Yes.  Mr. Collins continues to take issue with AIC's T&D Main allocation methodology, 188 

AIC's refusal to recognize a customer component of low pressure distribution main costs, and the 189 

Company's proposal in respect to Rate Zone II, GDS-4 pricing. I respond to each of these 190 

substantive topics below.  191 

1. T&D Mains  192 

Q. Please provide a summary of your response to Mr. Collins' rebuttal testimony 193 

concerning the Company's treatment of T&D Main costs. 194 

A. As a preliminary matter, this issue involves two related, but distinct subtopics: pricing 195 

and cost-of-service (more specifically, the T&D Main allocation methodology incorporated into 196 
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AIC's COSS).   In general, Mr. Collins appears to support demand-based pricing for industrial 197 

customers and the use of demand-based T&D Main allocation factors within AIC's COSS. With 198 

respect to pricing, the Company agrees and is proposing GDS-4 pricing in furtherance of this 199 

goal (a proposal with which, interestingly enough, Mr. Collins also disagrees).  With respect to 200 

the T&D Main allocation factors incorporated into the Company's COSS, it is important to note 201 

that such factors do include a significant demand-based element, contrary to Mr. Collins' 202 

assertion that said factors are based "largely or entirely" on a volumetric component. (See IIEC 203 

Ex. 4.0, p. 6, l. 110).  Perhaps more importantly, AIC's allocation methodology is consistent with 204 

prior Commission decisions and promotes rate continuity. 205 

2. T&D Main Allocation Method 206 

Q. Please address the T&D Main allocation criticism contained in Mr. Collins' rebuttal 207 

testimony. 208 

A. AIC has allocated T&D Mains in this proceeding and several prior proceedings using 209 

what is referred to as the Peak and Average allocation method.  As explained in my rebuttal 210 

testimony, and in the National Association of Regulatory Utility Commissioners (NARUC) Gas 211 

Distribution Rate Design Manual1 (NARUC Design Manual), this method “allocates cost to all 212 

classes of customers and tempers cost between the high and the low load factor customers.”2  In 213 

his rebuttal testimony, IIEC witness Collins insinuates that this method allocates a great deal of 214 

T&D Main costs using customer throughput (the "average" component of the Peak and Average 215 

method). (IIEC Ex. 4.0. p. 2, ll. 25-26 (emphasis added)).  In doing so, Mr. Collins fails to 216 
                                                 
1 The NARUC Design Manual is available at 
http://www.naruc.org/international/Documents/NARUC%20Gas%20Distribution%20Rate%20D
esign%20Manual%201989.pdf. 
2 "High load factor" as used in this discussion means those customers that have relatively constant usage throughout 
the year.  Low load factor customers are those customers with usage patterns that reflect occasional high demand; 
i.e., residential customers for winter heating and seasonal usage customers like grain dryers. 

http://www.naruc.org/international/Documents/NARUC%20Gas%20Distribution%20Rate%20Design%20Manual%201989.pdf
http://www.naruc.org/international/Documents/NARUC%20Gas%20Distribution%20Rate%20Design%20Manual%201989.pdf
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acknowledge, however, that the method is based primarily on a demand-based consideration (the 217 

"peak" component) – the methodology Mr. Collins would appear to prefer.    The weighting of 218 

AIC's T&D Main allocation methodology is presented in the following Zone-specific table: 219 

 220 

Again, it is important to note that use of this methodology helps temper costs between customers 221 

with differing load factors. And this rationale applies regardless of whether the minority, 222 

"average" component reflects how AIC designs its system. 223 

Q. Is use of the Peak and Average allocation method consistent with prior Commission 224 

orders?  225 

A. Yes.  Both as applied to AIC and other jurisdictional utilities.  In this case AIC is 226 

attempting to follow prior Commission directive and, in doing so, is supported by Staff in its 227 

T&D Main allocation approach.  (See ICC Staff Ex. 15.0, pp. 19-21). 228 

3. Pricing Background and Signal Discussion 229 

Q. Please explain AIC’s tariff pricing structure and the rationale for such pricing 230 

structure.   231 

A. AIC currently charges its smaller load customers (GDS-1, GDS-2, GDS-3 and GDS-5) a 232 

Customer Charge and a Delivery Charge.  For these customers, the Delivery Charge is based on 233 

Peak Average
Rate Zone I -
Transmission 74.6% 25.4%
Distribution 78.7% 21.3%

Rate Zone II -
Transmission 67.2% 32.8%
Distribution 74.0% 26.0%

Rate Zone III -
Transmission 70.3% 29.7%
Distribution 77.7% 22.3%
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volume.   For the larger load customers, GDS-4, AIC's pricing structure also includes a Demand 234 

Charge in addition to the Customer Charge and the Delivery Charge.  The Delivery Charge is 235 

also currently based on a volumetric component.  As stated in my direct and rebuttal testimonies, 236 

AIC’s long-term goal is to reduce, or eliminate completely, the volumetric-based Delivery 237 

Charges applicable to GDS-4 customers.3   238 

Q. Is AIC's GDS-4 pricing methodology consistent with how its facilities are designed?  239 

A. Yes.  Demand pricing for GDS-4 customers is in alignment with how facilities are 240 

constructed.  Because the design criteria do not include a throughput component, it makes sense 241 

to have pricing for GDS-4 customers based exclusively on Demand Charges and to reduce or 242 

eliminate volumetric Delivery Charges, subject to bill impact considerations.  Conversely, our 243 

smaller load customers have lower levels of Maximum Daily Quantity (a primarily demand-244 

based consideration) and are not metered with higher-cost meters that measure demand; as such, 245 

the tariff pricing is structured around volume-based Delivery Charges instead of Demand 246 

Charges for these customers.  Structuring pricing in this manner helps ensure equitable treatment 247 

between customers with differing operational characteristics.   248 

Q. Please respond to Mr. Collins' commentary on price signals. 249 

A. In the context of this discussion, the extent to which an individual customer receives any 250 

signal tied to an allocation methodology is, among other items, dependent on the extent to which 251 

that allocation factor ultimately affects the resulting pricing (and the effect of that pricing in the 252 

                                                 
3 Rate Zone III has not had a volumetric Delivery Charge for transportation customers for years and only a small 
Delivery Charge for system sales customers.  AIC is gradually moving from higher Delivery Charges for Rate Zones 
I and II toward more demand-based charges like those that currently apply to Rate Zone III. 



Ameren Exhibit 38.0 (Rev.) 
Page 13 of 21 

context of a customer's total bill).  In this respect, this issue has much more to do with pricing 253 

than it does allocation factors or methods.   254 

Mr. Collins discusses in great detail the need for accurate price signals; i.e, signals that 255 

will encourage consumers to change consumption behavior to order to manage their costs.  In 256 

looking at Rate Zone II GDS-4 customers, 95% of their total present bills are commodity-based 257 

(using AIC’s Purchase Gas Adjustment rates for both system and transportation customers) and 5% 258 

is comprised of delivery-related costs.  Thus, while Delivery Service prices are important, about 259 

95% of the consumption decision is driven by commodity pricing signals.   260 

 Regardless, Mr. Collins appears to recommend that pricing be based on a customer’s 261 

demand.  As stated above, I agree (in the case of GDS-4 consumers).  Our GDS-4 pricing 262 

proposal is moving in that direction.  Mr. Collins seems to be indicating that because the cost of 263 

service study uses an average and peak methodology, AIC’s pricing proposal does not advocate 264 

use of (and further movement toward) demand-based pricing for GDS-4.  This is not the case.  265 

AIC believes that GDS-4 should eventually eliminate use of the throughput-based Delivery 266 

Charge over time and rely instead on the Demand Charge.  Thus, if a customer indeed improves 267 

their load factor, their Delivery Service bill will not increase.  (For example, a 10,000 MDCQ 268 

customer increasing their load factor from 60% to 70% would pay more if GDS-4 contains a 269 

throughput-based Delivery Charge, while such customer would pay no more or less if GDS-4 270 

contained a Demand Charge but no Delivery Charge.  The latter is the case in RZ III for Rider T 271 

customers).    272 

Q. Please comment on his discussion of customer economic incentives. 273 

A. Mr. Collins states beginning on line 107 of his rebuttal testimony that “[u]nder AIC’s 274 

current proposal for allocating T&D-related costs using the peak and average allocation method, 275 
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if a customer took the initiative to reduce peak demand or improve its load factor and the T&D 276 

costs were largely or entirely allocated on volume, this customer’s allocated share of the T&D 277 

main costs would not change despite taking load off the peak day.”  As demonstrated by the 278 

above chart showing the relative percentages of Peak versus Average allocation factors, T&D 279 

main costs are not "largely or entirely based on volume."  To the contrary, roughly 2/3 to 3/4 of 280 

these costs are allocated based on demand – the method Mr. Collins would suggest is preferable.  281 

As a result, Mr. Collins' comments misrepresent AIC's current allocation methodology.  Further, 282 

any undertakings by customers to improve demand and usage (i.e., load factor) would benefit the 283 

customer since AIC’s GDS-4 pricing relies heavily upon (and continues to move toward) use of 284 

Demand Charges.  For example, a Rider T customer with a 10,000 MDCQ in Rate Zone III that 285 

increases use without increasing MDCQ (thus improving load factor) would not pay any more 286 

for GDS-4 service.  Alternatively, if the same customer used the same amount of annual therms 287 

but decreases MDCQ from 10,000 to 9,000, their GDS-4 bill would decrease.   288 

4. Minimum Distribution System 289 

Q. Has Mr. Collins changed his position regarding his recommendation that some low 290 

pressure distribution main costs should be allocated to the customer component? 291 

A. No, he has not.   292 

Q. Has Mr. Collins presented in his rebuttal testimony any additional evidence that 293 

would cause you to agree with his position on this issue? 294 

A. No.  Mr. Collins has not provided any additional support.  Additionally, I would note that 295 

both Mr. Rubin and Mr. Boggs agree with AIC on this point and recommend that the proposal 296 

offered by Mr. Collins be rejected due to lack of factual support for the 40% customer-related 297 

classification. (See AG/CUB Ex. 7.0, pp. 1-3; see also ICC Staff Exhibit 15.0, pp. 21-23).  298 
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5. Concerns Regarding GDS-4.   299 

Q. Please summarize and respond to Mr. Collins’ criticism of AIC’s Rate Zone II GDS-300 

4 delivery pricing proposals.   301 

A. Mr. Collins expresses concern that the proposed rates for the GDS-4 rate class, and in 302 

particular those for Rate Zone II, when applied to customer billing determinants, result in widely 303 

varied bill impacts.  Mr. Collins recommends that existing prices for Rate Zone II, GDS-4 304 

customers be changed by a uniform amount, so that customers receive increases limited to the 305 

1.5 times the system average increase.  Mr. Collins also disagrees that total bill impacts, which 306 

include an estimate for the cost of gas commodity, has a place in this proceeding.    307 

 AIC has proposed to increase Demand Charges and reduce volumetric Delivery Charges 308 

within GDS-4.  Rate Zone II, unlike Rate Zones I and III, has a tiered Demand Charge based on 309 

therm usage for Rider T customers.  The first tier Demand Charge applies to customers using 2 310 

million therms or less annually, while the second tier Demand charge applies to customers using 311 

more than 2 million therms annually.   The second tier Demand Charge tier has lower pricing 312 

than the first tier Demand Charge.  313 

In this case, AIC is proposing to move toward eventual elimination of the Rider T tiered 314 

demand structure by assessing greater percentage increases to the Rate Zone II, GDS-4 tier two 315 

Demand Charge.  Eventual elimination of the tiered Demand Charge for Rider T customers 316 

would align the price structure with that for Rider S customers (which today receive the same 317 

Demand Charge whether they use more or less than 2 million therms annually).  Elimination of 318 

the Rider T Demand Charge tier distinction is also cost based.  In conjunction with taking steps 319 

to realign the Rider T Demand Charge structure, AIC is also moving to reduce (with the goal of 320 

eventually eliminating) the volumetric Delivery Charge.  These steps serve to increase delivery 321 
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service rates to poor load factor customers by greater percentages than customers with higher 322 

load factors.  In advocating an across-the-board rate change, Mr. Collins sacrifices movement 323 

toward cost based rates in favor of a uniform bill impact for the class.  In my experience, the 324 

Commission has not passed on an opportunity to move rates toward cost unless bill impacts are 325 

deemed to be too severe.  Delivery prices comprise only a small portion of a GDS-4 customer's 326 

bill.  Including analysis on a customer’s total bill impact helps provide context to proposed rate 327 

changes, especially for customer groups that pay relatively little in the way of Delivery Services 328 

charges.  Providing total bill impacts gives the Commission relevant data to help determine if 329 

movement toward cost based rates should continue.     330 

Q. Has Mr. Collins provided any cost support for limiting the Rate Zone II, GDS-4 331 

price changes to a uniform percentage change, or explained how his proposal will result in 332 

more efficient pricing? 333 

A. No.  Mr. Collins’ proposal has no cost foundation, and runs contrary to his discussion 334 

concerning efficient pricing.  AIC is proposing a reduction to throughput-based Delivery 335 

Charges and increases to Demand Charges, a concept that Mr. Collins would seemingly accept 336 

given his discussion about the superiority of demand-based price signals.  Mr. Collins’ pricing 337 

proposal for this rate class would maintain the status-quo on what he has described as an 338 

inefficient price structure.  AIC’s proposal makes progress toward a more efficient pricing 339 

structure by reducing Delivery Charges and increasing Demand Charges.  In such rate 340 

restructuring, low load factor customers will tend to pay relatively more and high load factor 341 

customers will tend to pay relatively less.  Thus, movement toward cost based rates requires that 342 

some customers will receive more than the average increase while others will receive less.        343 
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Q. Have you performed any bill impacts analyses of the Company's proposal on GDS-4 344 

customers using over two million therms annually?  If so, please share these results. 345 

A. Yes, I evaluated AIC’s proposed pricing as compared to present pricing effective as of 346 

May 1, 2012 (when Rider TBS – Transportation Banking Service (Rider TBS) became effective) 347 

and pricing effective prior to that date.  When Rider TBS became effective, rates were adjusted 348 

downward, primarily affecting GDS-4 customers.  My analysis focuses on the standalone period 349 

following implementation of Rider TBS and the standalone period immediately preceding 350 

implementation of Rider TBS in order to remove any affect that the implementation had on 351 

results.   352 

The below table (based on prices effective May 1, 2012) reflects the Delivery Service and 353 

Total Bill increase for these customers along with each customer's load factor.  The two 354 

customers with the highest increases to both Delivery Services and Total Bill have the lowest 355 

load factors.  Conversely, the higher load factor customers reflect the lowest percentage 356 

increases.  As shown by the table, higher relative increases are projected for customers with the 357 

lower load factors, as expected.  Contrary to Mr. Collins’ assertion that the load factor diversity 358 

invalidates the proposed rate design, emphasis on demand charges and de-emphasis of delivery 359 

charges is a valid, cost-based goal.   360 
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 361 

Q. What would have been the bill impacts to these customers using the rates in effect 362 

prior to the effective date of Rider TBS?   363 

A. As shown in the table below, from the Delivery Service perspective, these customers 364 

experienced a range of impacts - from an increase of 36.3% to a decrease of 14.4%, while on a 365 

Total Bill basis, the largest increase is 2.8% and the largest decrease is 0.6% using AIC’s 366 

proposed rates:   367 

 368 

% Increase in % Increase in Load 
Delivery Service Total Bill Factor

Customer 1 20.51% 0.79% 65%
Customer 2 30.57% 1.05% 60%
Customer 3 91.72% 3.58% 32%
Customer 4 13.37% 0.37% 84%
Customer 5 55.67% 1.82% 50%
Customer 6 37.64% 1.88% 45%
Customer 7 12.93% 0.39% 78%
Customer 8 27.68% 1.28% 55%
Customer 9 22.84% 0.68% 73%
Customer 10 16.29% 0.51% 79%
Customer 11 120.82% 5.92% 21%

% Change in % Change in Load 
Delivery Service Total Bill Factor

Customer 1 -6.8% -0.3% 65%
Customer 2 -3.9% -0.2% 60%
Customer 3 23.9% 1.4% 32%
Customer 4 -14.4% -0.5% 84%
Customer 5 6.9% 0.3% 50%
Customer 6 5.6% 0.4% 45%
Customer 7 -14.1% -0.6% 78%
Customer 8 0.1% 0.0% 55%
Customer 9 -8.2% -0.3% 73%
Customer 10 -11.3% -0.5% 79%
Customer 11 36.3% 2.8% 21%
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On a related note, I would point out that even if the Commission were to approve the 369 

level of revenue requirement as filed in our direct filing, some Rate Zone II, GDS-4 customers 370 

with usage over two million therms would still not be paying rates greater than those established 371 

before Rider TBS’ effective date of May 1, 2012.   372 

Q. Regarding Rider TBS, have AIC’s customers responded to the added capacity 373 

offered through this Rider as anticipated? 374 

A. AIC has not seen transportation customers elect additional capacity offered through Rider 375 

TBS as was anticipated by some parties in Docket No. 11-0282.  In fact, some customers chose 376 

to elect no capacity.  In looking at actual billing information for the twelve months ended April 377 

30, 2013, as I presented in my rebuttal testimony (Ameren Ex. 24.1), customers subscribed to 378 

$2.5 million (42%) of Rider TBS, leaving $3.5 million (58%) as unsubscribed.4 379 

 As such,  GDS-4 customers, which comprise of 90% of AIC’s transportation load 380 

(exclusive of special customers), have benefitted from significantly reduced prices after Rider 381 

TBS became effective without a commensurate increase due to fully subscribing to Rider TBS 382 

capacity.  This then caused the system sales customers, primarily residential, to absorb the cost 383 

of the unsubscribed capacity with transportation customers benefiting from lower tariff rates 384 

since May 1, 2012.   385 

 Given these facts, AIC believes that bill impact comparisons to rates in effect prior to 386 

May 1, 2012 are informative in determining price levels in this proceeding. 387 

                                                 
4 These revenue values do not reflect an entire 12 months of Rider TBS applicability and thus fall short of the $6.5 
million revenue requirement for Rider TBS determined in Docket No. 11-0282.  Schedule E-5 reflects a full 
recovery of the $6.5 million Rider TBS revenue requirement, with $2.7 million recovered through TBS and $3.8 
million through the unsubscribed (UBCC) component.   
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Q. Do you have anything else to add regarding criticism of the GDS-4 increases? 388 

A. Yes.  AIC’s rate design has attempted to temper the impact of bill increases.  In this case, 389 

the cost-based increases prior to the application of the 1.5 times system-average constraint are 390 

45%, 82.16% and 107.21% for Rate Zones I, II, and III, respectively.  Mr. Boggs responding to 391 

the hypothetical situation described in Mr. Collins' direct testimony, states “[n]o rate design 392 

proposal can be a perfect fit for all customers and, in this case, some GDS-4 customers in Rate 393 

Zone II have the potential to see their rate increase above the Company’s intended 1.5 times the 394 

system average increase.  The Company has attempted to mitigate rate shock to all customer 395 

classes in all rate zones while forging ahead with the Commission’s preference to move toward 396 

price uniformity.”  (ICC Staff Ex. 15.0, p. 28).  397 

III. CONCLUSION 398 

Q. Please summarize the conclusions of your testimony. 399 

A. First, Mr. Effron’s proposed revised adjustments to Industrial and Transportation 400 

revenues should be rejected because they fail to represent  a complete comparison of AIC’s non-401 

residential base rate revenues.  Staff and the Company appear to be in agreement on this issue.  402 

Second, Mr. Collins’ proposals to allocate T&D Mains based on design day demand, 403 

assign T&D Main costs based on a Minimum Distribution System approach, and continue the 404 

current Rate Zone II, GDS-4 pricing structure should be rejected.  These proposals have been 405 

similarly rejected by Staff witness Mr. Boggs and AG/CUB witness Mr. Rubin.     406 

Last, Mr. Rubin has clarified his position regarding the termination of the GDS-5 tariff 407 

expansion and the Company appears to be in agreement in this regard.  However, Staff and the 408 

Company both continue to disagree with Mr. Rubin's proposal to increase Rate Zone III, GDS-4 409 

rates in a manner that exceeds prior, Commission-approved constraint methods.    410 
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Q. Does this conclude your surrebuttal testimony? 411 

A. Yes it does. 412 
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