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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0476 2 

REBUUTAL TESTIMONY OF  3 

STEVEN D. MARTIN 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 Steven D. Martin.  My business address is 1901 Chouteau Avenue, St. Louis, 10 

Missouri 63103.  11 

Q. Are you the same Steven D. Martin 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 rebuttal testimony is to respond to positions in the direct testimony of 17 

Illinois Commerce Commission Staff witness Ms. Everson and to provide additional information 18 

in support of modifications to certain allocators that AIC uses to allocate the overall revenue 19 

requirement to each of the three Rates Zones in annual formula rate proceedings. 20 

Q. Are you sponsoring any exhibits with your rebuttal testimony?  21 
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A.  Yes.  I am sponsoring the following exhibits with my rebuttal testimony: 22 

• Ameren Exhibit 6.1 contains tables comparing the revenue requirements by Rate 23 
Zone with and without the proposed allocation modifications for Dockets 09-24 
0306/09-0311(cons.), 12-0001, 12-0293, and 13-0301 (the 13-0301 information is 25 
the same as provided on Page 14 of my direct testimony). 26 

• Ameren Exhibit 6.2 provides legacy utility expense and percentages for Dockets 27 
07-0585/07-590(cons.) and 09-0306/09-0311(cons.), with 2009 expenses used to 28 
allocate subsequent cases Dockets 12-0001, 12-0293, and 12-0301, and 2012 29 
allocations as proposed in this docket for future formula rate dockets. 30 

II. RESPONSE TO STAFF WITNESS MS. EVERSON 31 

Q. Have you reviewed the direct testimony of Staff witness Ms. Mary Everson? 32 

A. Yes.  I have reviewed Ms. Everson’s direct testimony, ICC Staff Exhibit 3.0C. 33 

Q. What issue does Ms. Everson’s direct testimony address? 34 

A. Her direct testimony presents Staff’s position on AIC’s proposal to modify certain 35 

allocators that AIC uses to allocate the revenue requirement across Rate Zones.   36 

Q. Did you address that issue in your direct testimony? 37 

A. Yes.  My direct testimony (Ameren Exhibit 3.0) identified the specific Rate Zone 38 

allocators that AIC proposed to change.   39 

Q. Has AIC been using the same Rate Zone allocators in prior formula rate 40 

proceedings? 41 

A. Yes.  AIC has been using the same Rate Zone allocators in each of the past three formula 42 

rate proceedings.  In direct testimony in Dockets 12-0001, 12-0293, and 13-0301, AIC witness 43 

Mr. Stafford presented direct testimony on the Rate Zone allocators that AIC has been using for 44 

post-merger allocations of rate base, revenues, and operating  expenses.  (Docket 12-0001, 45 
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Ameren Exs. 2.0, p. 39; 2.6; Docket 12-0293, Ameren Exs. 1.0, pp. 43-44; 1.6; and Docket 13-46 

0301, Ameren Exs. 1.0, p. 58; 1.9.)   47 

Q. Does AIC use Rate Zone allocators in other rate proceedings? 48 

A. Yes.  AIC also used Rate Zone allocators in Docket 13-0192, which is the Company’s 49 

pending Article IX filing to increase gas delivery rates.  (Docket 13-0192, Ameren Exs. 2.0, p. 50 

26; 2.6.)  AIC also submitted Rate Zone allocators in Dockets 11-0282 and 11-0279 in response 51 

to the Administrative Law Judges’ deficiency letter.  (Mar. 24, 2011 Response, Summary of 52 

Allocators.)   53 

Q. In one of your prior answers, you referred to the allocations as “post-merger” 54 

allocations of rate base, revenues, and operating expenses.  Why has AIC used Rate Zone 55 

allocators specifically for “post-merger” revenues and costs in its recent electric formula 56 

rate and Article IX gas rate filings? 57 

A. In Docket 10-0517, the Commission denied AIC’s petition to provide one electric and 58 

one gas set of Part 285 filing requirements, after the merger of the legacy utilities.  The 59 

Commission, however, recognized in that proceeding that AIC could rely on allocation factors to 60 

allocate “post-merger” incremental operating expenses and plant investment.  Central Ill. Light 61 

Co., et al., Docket 10-0517, Order, p. 22 (Mar. 15, 2011.)  After the Commission issued its order 62 

in Docket 10-0517, AIC submitted Part 285 schedules that relied on Rate Zone allocators in 63 

Dockets 11-0279 and 11-0282.  AIC has continued to rely on Rate Zone allocators to allocate 64 

post-merger investment, revenues and expenses in subsequent formula rate and Article IX rate 65 

proceedings.  66 
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Q. Why does AIC want to modify certain Rate Zone allocators that would be used to 67 

allocate the revenue requirement in future formula rate proceedings? 68 

A. The intent is that the specific modified allocators that we have proposed will provide a 69 

more accurate and reasonable basis for allocating the formula rate revenue requirement across 70 

Rate Zones.  The allocated revenue requirement impacts the costs allocated to individual classes 71 

within each Rate Zone, which then influences the prices that AIC proposes to charge individual 72 

customer classes within each Rate Zone.   73 

Q. Why does AIC want to modify Rate Zone allocators in this proceeding? 74 

A. AIC considers the Rate Zone allocators to be “revenue-neutral” rate design changes that 75 

AIC can only propose to change every three years.  The next proceeding whereby Rate Zone 76 

allocators could be changed, assuming AIC’s formula rate remains in effect, would be the next 77 

Section 16-108.5(e) filing.  AIC anticipates that the next Section 16-108.5(e) filing would take 78 

place in 2016 to propose “revenue-neutral” changes to incorporate in AIC’s 2017 update and 79 

reconciliation filing for rates effective in the January 2018 billing period. 80 

Q. Why has AIC picked these particular Rate Zone allocators to modify? 81 

A. For certain common costs, such as General and Intangible (G&I) Plant, Customer 82 

Advances, Customer Deposits, Advertising Expenses (Accounts 909 and 930.1), and Employee 83 

Pensions and Benefits (Account 926), AIC proposes to use a customer-based allocator (the 84 

number of customers in each Rate Zone as of December 2012), because these types of 85 

investments and expenses generally support the provision of electric service across AIC’s service 86 

territory.  For most other rate base and expense items, AIC proposes to use 2012 Distribution 87 

Expense by Rate Zone or 2012 Other Operation and Maintenance because these ratios are based 88 
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on more recent data and provide a more consistent spread of expense across accounts for each 89 

Rate Zone.  My direct testimony (Ameren Exhibit 3.0, pp. 5-12) explains in detail each modified 90 

Rate Zone allocator that AIC proposes to use in future formula rate proceedings, and I have 91 

included charts in my rebuttal testimony that list the allocators that AIC proposes to modify and 92 

the rationales for the modifications. 93 

Q. Why does AIC believe that the modified allocators will produce a more accurate 94 

and reasonable basis for allocating cost of service and the formula rate revenue 95 

requirement across Rate Zones? 96 

A. The current Rate Zone allocators that AIC proposes to modify are derived from 2009 pre-97 

merger data.  AIC has proposed changes to modify certain allocators using more recent, post-98 

merger data.  In some cases, AIC proposes using a customer-based allocator based on current 99 

customer counts across Rate Zones.  In other cases, AIC proposes to use more recent expense 100 

data, rather than 2009 expense ratios.  AIC believes that modified allocators based on more 101 

recent post-merger data will produce an allocated revenue requirement across Rate Zones that is 102 

more reflective of the cost of serving customers in each Rate Zone and more fairly distributes 103 

costs across Rate Zones.  This is consistent with the Commission’s desire that there should be 104 

cost-based rates across Rate Zones until uniformity is reached and the Commission’s recognition 105 

that the costs of serving customers across Rate Zones will move closer together, as more time 106 

elapses since the merger of the legacy utilities.  Central Ill. Light Co., et al., Docket 10-0517, 107 

Order, pp. 20-21 (Mar. 15, 2011.)  As discussed further below, I have included additional 108 

analysis in my rebuttal testimony to support the proposition that AIC’s proposed modification of 109 
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certain Rate Zone allocators will produce a more accurate and reasonable basis for allocating the 110 

revenue requirement across Rate Zones. 111 

Q. What is the significance of not modifying any Rate Zone allocators in this 112 

proceeding? 113 

A. The significance of not modifying any Rate Zone allocators in this proceeding is that at 114 

least seven years will pass (2011-2017) before the basis for any Rate Zone allocators can be 115 

changed for the electric revenue requirement.   116 

Q. Did AIC modify certain Rate Zone allocators in Docket 13-0192 based on a similar 117 

belief that the modified allocators would produce a more reasonable and accurate 118 

allocation of the revenue requirement across Rate Zones? 119 

A. Yes.  The direct testimony of AIC witness Mr. Ronald Stafford identified the Rate Zone 120 

allocators.  (Docket 13-0192, Ameren Exs 2.0, p. 26; 2.6.)  The direct testimony of AIC witness 121 

Ms. Karen Althoff explained that AIC was proposing to modify certain allocators that had been 122 

derived from calendar 2009 legacy utility data.  (Docket 13-0192, Ameren Ex. 9.0, p. 15.)  The 123 

Minimum Filing Requirement schedules identified the allocators by FERC Account.  For 124 

example, AIC proposed to use Number of Customers to allocate expenses in Accounts 901-905 125 

and 909-910 and to allocate Intangible and General Plant.  (Docket 13-0192, WPB 2.8; WPC 126 

4a.)   127 

Q. Did any party object to AIC’s decision to modify certain Rate Zone allocators in 128 

Docket 13-0192 from the allocators that had been used in Docket 11-0282? 129 

A. No.  No party contested AIC’s decision to modify certain Rate Zone allocators. 130 
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Q. What has Ms. Everson recommended in her direct testimony in this proceeding 131 

regarding AIC's proposal to modify certain Rate Zone allocators for electric costs? 132 

A. Ms. Everson recommends that AIC provide more detailed information in its rebuttal 133 

testimony regarding the need to modify Rate Zone allocators “so that the Commission can be 134 

assured that there is a genuine need for this change.”  (ICC Staff Ex. 3.0C, p. 2:21-22.)  Ms. 135 

Everson is of the opinion that the evidence that AIC provided in its direct case “is not sufficient 136 

to demonstrate why the allocators that are based on actual historical amounts from the legacy 137 

companies are not appropriate.”  (ICC Staff Ex. 3.0C, p. 4:62-64.)  She observes that my direct 138 

testimony did not include “any demonstration of the harm that would occur in the current 139 

methodology for determining the allocators is not changed.”  (ICC Staff Ex. 3.0C, p. 4:65-66.)  140 

Ms. Everson proposes that AIC provide additional analysis in its rebuttal testimony indicating 141 

how the proposed modified Rate Zone allocators would have impacted the allocated revenue 142 

requirement in prior electric rate proceedings. 143 

Q. Have you provided additional analysis in your rebuttal testimony? 144 

A. Yes.  I have included two exhibits with my rebuttal testimony, Ameren Exhibits 6.1 and 145 

6.2.  In addition, I have included additional narrative in support of AIC’s proposal that certain 146 

Rate Zone allocators should be modified such that they are no longer derived from pre-merger 147 

data. 148 

Q. Please explain what Ameren Exhibit 6.1 demonstrates. 149 

A. Ameren Exhibit 6.1 shows the change in the allocated Rate Zone revenue requirement 150 

that would have resulted from the use of the modified allocators in Dockets 13-0301, 12-0293, 151 
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12-0001 and 09-0306/0308 (cons.).  This is the analysis that Ms. Everson specifically requested 152 

that AIC present in its rebuttal testimony.   153 

Q. What conclusions can be drawn from Ameren Exhibit 6.1? 154 

A. Ameren Exhibit 6.1 shows that the use of the modified Rate Zone allocators in the 155 

aggregate can produce a material difference in the allocated Rate Zone revenue requirement.  In 156 

each prior rate proceeding listed in Ameren Exhibit 6.1, had the modified Rate Zone allocators 157 

been used, a larger portion of the overall revenue requirement would have been allocated to Rate 158 

Zone I and conversely less revenue would been allocated to Rate Zones II and III.  The 159 

assumption can be made that the gap would increase in subsequent proceedings as AIC’s 160 

requested revenue requirement increases.  161 

Q. What is the significance of the analysis in Ameren Exhibit 6.1? 162 

A. The significance of the analysis is that we can say that moving away from pre-merger 163 

data as a basis for certain allocators can “move the needle” on the Rate Zone allocated revenue 164 

requirement.  The impact on the actual prices that AIC would have charged customers, or in the 165 

case of Docket 13-0301 will charge customers, based on just changing the Rate Zone allocations, 166 

has not been determined—and would require a lot of work to accomplish.  Still, the analysis 167 

shows that the first domino in the row of tasks performed to determine actual customer class 168 

prices across Rate Zones would have a different starting point.   169 

Q. Please explain what Ameren Exhibit 6.2 demonstrates. 170 

A. Ameren Exhibit 6.2 shows changes in the ratio of expenses across Rate Zones for the 171 

Customer Accounts Expenses and Customer Service and Information Expenses (Accounts 901-172 
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910) and the Administrative and General (A&G) expenses.  Four different Rate Zone splits are 173 

shown: the ratio of expenses in the 2006 test year in Dockets 07-0585/0587 (cons.), the ratio of 174 

expenses in the 2008 test year in Dockets 09-0306/0308 (cons.), the ratio of expenses using the 175 

current allocators based on pre-merger 2009 expenses, and the ratio of expenses using the 176 

proposed allocators based on post-merger 2012 data.   177 

Q. What conclusions can be drawn from Ameren Exhibit 6.2? 178 

A. Several conclusions can be drawn.  First, the pre-merger ratio of expense for a particular 179 

account across legacy utilities varied by year.  So for example, for Account 920 (Administrative 180 

and General Salaries), which is a major driver of A&G expense, Illinois Power (IP) incurred 181 

53% of the relative expense in 2006, 49% in 2008, and 42% in 2009.  The yearly variation in the 182 

ratio of expense across legacy utilities for many of these accounts calls into question the use of 183 

any particular pre-merger year as the continual basis for the allocation of post-merger expense.  184 

Second, the pre-merger ratio of expense for a particular legacy utility varied by account.  So for 185 

example, Central Illinois Light Company (CILCO), in 2009, incurred 29% of the relative 186 

Account 920 expense, 16% of the Account 921 expense, and 21% of the Account 923 expense.  187 

In contrast, the allocators that AIC proposed to use, based on post-merger 2012 data, smoothens 188 

and stabilizes the ratios across accounts.  For example, for Rate Zone I, the proposed modified 189 

allocators based on 2012 data would produce a ratio of 30-31% of expense for Accounts 901-910 190 

and a ratio of 30-31% or 37% for Accounts 920-935, dependent on the basis for the allocator.   191 

Q. Why is having a more consistent ratio across accounts for each Rate Zone 192 

desirable? 193 
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A. For many of the accounts listed in Ameren Exhibit 6.2, common sense tells you that the 194 

percentage of expense that is allocated to a particular Rate Zone should not materially differ 195 

based on the account where the expense is booked.  For example, under the current allocators, 196 

Rate Zone II receives 21% of the expenses in Account 909 (Information and Instructional 197 

Expenses), but 34% of the expenses in Account 930.1 (General Advertising Expenses).  Both of 198 

these accounts are used for advertising expenses, and a vendor invoice should not be allocated 199 

differently across Rate Zones based on which advertising account the invoice is charged.  Under 200 

AIC’s proposed modified allocators, Rate Zone II would receive 18% of the expenses for these 201 

two accounts.  Similarly, under the current allocators, Rate Zone II receives 29% of the expenses 202 

in Account 920 (Administrative and General Salaries), but 16% of the expenses in Account 921 203 

(Office Supplies and Expenses).  Under AIC’s proposed modified allocators, Rate Zone II would 204 

receive 16% of the expenses for these two accounts. 205 

Q. What is the significance of the analysis in Ameren Exhibit 6.2? 206 

A. The analysis in Ameren Exhibit 6.1 shows that the modified Rate Zone allocators can 207 

“move the needle” in the allocation of the Rate Zone revenue requirement.  Here, the analysis in 208 

Ameren Exhibit 6.2 shows that the continued reliance on a snapshot of a single year of pre-209 

merger data over the long term is not a justified approach for allocating costs across Rate Zones.   210 

Q. What else does the analysis in Ameren Exhibit 6.2 show? 211 

A. The analysis in Ameren Exhibit 6.2 shows that for certain accounts in some Rate Zones, 212 

the use of 2009 expense data as the basis for the Rate Zone allocator likely is producing a 213 

noticeable over-allocation or under-allocation of costs.  So for instance, for Account 926 214 

(Employee Pensions and Benefits), CILCO incurred 15% of the relative expense for this account 215 
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in 2006 and 2008, but 32% in 2009.  Conversely, Central Illinois Public Service Company 216 

(CIPS) incurred 22% and 28% of the relative expense for this account in 2006 and 2008, but 217 

19% in 2009.  Lastly, IP incurred 63% and 57% of the relative expense for this account in 2006 218 

and 2008, but 49% in 2009.  Given that Account 926 is traditionally another major driver for 219 

A&G expense, it is important to make sure that the allocator presents a reasonably accurate split 220 

across Rate Zones.  It appears the use of 2009 expense is allocating too much Account 926 221 

expense to Rate Zone II and not enough to Rate Zone I and Rate Zone III. 222 

Q. Do you believe that the analysis in Ameren Exhibits 6.1 and 6.2 demonstrates the 223 

potential “harm” to ratepayers from the continued use of the current allocators? 224 

A. Yes.  Ameren Exhibits 6.1 and 6.2 demonstrate that the universe of costs that are being 225 

allocated across Rate Zones can be more “finely tuned” by the use of the modified allocators, 226 

rather than the continued use of a snapshot of expenses from 2009.   227 

Q. Let’s turn back to the proposed modified allocators that you identified in your 228 

direct testimony.  Separate from the analysis you have included in your rebuttal testimony, 229 

you provided a rationale for each modification in your direct testimony.  Please restate the 230 

rate base Rate Zone allocators that AIC proposes to modify in this proceeding and the 231 

corresponding rationale. 232 

A. The table below summarizes the rate base item, the current Rate Zone allocator, the 233 

proposed modified Rate Zone allocator and the rationale for modification.  Again, these 234 

rationales are separate considerations that logically support the proposed modified allocator, in 235 

addition to the analysis included in Ameren Exhibits 6.1 and 6.2 and the earlier narrative. 236 
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Rate Base Item Current RZ Allocator Modified RZ Allocator Rationale 

Intangible Plant Gross Plant Investment 
by Rate Zone by 
Account as of 
September 2010 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Gross Plant Additions 
investments made after 
September 2010 support 
all AIC customers 
without regard to legacy 
company investment.   

General Plant Gross Plant Investment 
by Rate Zone by 
Account as of 
September 2010 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Gross Plant Additions 
investments made after 
September 2010 support 
all AIC customers 
without regard to legacy 
company investment.  

Cash Working Capital Net Operating Income 
for each Rate Zone for 
the 12 Months Ending 
2009 

Total Distribution 
Expense by Rate Zone 
as of 2012 

CWC tied to 
distribution expense 
rather than net income; 
updated distribution 
expense allocations also 
reasonably resemble 
current AIC operations. 

Materials and Supplies Total Gross Plant by 
Rate Zone as of 
September 2010 

Total Distribution 
Expense by Rate Zone 
as of 2012 

Updated distribution 
expense allocations 
reasonably resemble 
current AIC operations. 

Customer Advances Total Gross Plant by 
Rate Zone as of 
September 2010 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Item generated by and 
tied to number of 
customers, not legacy 
plant ratios.  

Customer Deposits Total Electric Operating 
Revenue per Rate Zone 
for the 12 Months 
Ending September 2009 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Item generated by and 
tied to number of 
customers, not legacy 
plant ratios.. 

OPEB Liability Account 926 expense by 
Rate Zone as 12 months 
Ending 2009 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Employee liability  
attributable to 
workforce that supports 
electric service across 
the territory; consistent 
with proposed modified 
allocator for Account 
926..  

	  237 
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Q. Please restate and further explain the basis for using Total Electric Customers by 238 

Rate Zone as the Rate Zone allocator for certain rate base items. 239 

A. Total Electric Customers by Rate Zone provides an appropriate basis for rate base 240 

allocation for Intangible Plant, General Plant, Customer Advances, Customer Deposits, and 241 

OPEB liability as described in each of the following examples.  For example, in the case of 242 

Intangible Plant, 97% of any new intangible plant investment being allocated to Rate Zone III 243 

because the majority of unamortized intangible plant resided in Rate Zone III as of September 244 

2010.  Under the proposed modified customer-based allocator, any new Intangible Plant 245 

investment will be distributed evenly among all customers.  This is a more reasonable and 246 

accurate allocator because the Intangible Plant largely constitute software systems that are 247 

designed to benefit all electric customers.  Similarly, for General Plant, using the historical 248 

allocators as of September 2010 results in allocating new facility investments to individual rate 249 

zones rather than to all AIC customer’s who benefit from each of the facilities.  For example, 250 

each of following facilities new investment are currently allocated based on their own rate zone, 251 

the Pawnee Call Center (RZ-I), Peoria – Liberty Street (RZ-II), and Decatur Plaza (RZ-III).  252 

These three facilities all support AIC’s total customer base no matter what Rate Zone the 253 

customers reside.  For example, new investment in the Decatur Plaza should be borne as rate 254 

base cost for all customers, not just those in Rate Zone III, because the facility houses employees 255 

performing work on behalf of all AIC customers.  The use of September 2010 values continues 256 

to differentiate investment by rate zone and ignores the fact that these investments do not benefit 257 

one particular rate zone, but all rate zones.  Again, the more reasonable and accurate allocation 258 

of the rate base item in this instance is to allocate General Plant using Total Number of Electric 259 

Customers.  As mentioned in my direct testimony, Customer Advances and Deposits are 260 
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generated by customers and therefore an allocation factor based on the Total Number of Electric 261 

Customers is more appropriate, than the prior allocators.  Customer Advances previously used 262 

Total Gross Plant by Rate Zone as of September 2010, while Customer Deposits previously used 263 

total Electric Operating Revenue for the 12 months ending December 2009.  Maintaining these 264 

static ratios based on outdated pre-merger plant and revenue data does not appear justified.  265 

Changing the allocation method for both items to the Total Number of Electric Customers results 266 

in one consistent and updated allocator for these two rate base items.  For the OPEB Liability, 267 

using Total Number of Electric Customers is both appropriate and consistent with the proposed 268 

modified allocator for Account 926 (Employee Pension and Benefits), which was previously 269 

used to allocate OPEB liability to maintain consistency in the allocation of employee benefits. 270 

Q. Please restate and further explain the basis for the other Rate Zone allocators that 271 

AIC is proposing to use for other rate base items. 272 

A. The only two rate base items for which AIC proposed a different allocator are Cash 273 

Working Capital and Materials and Supplies.  For these items, AIC proposes to use Total 274 

Distribution Expense by Rate Zone as of 2012 as the allocator, rather than a customer-based 275 

allocator.  Deviation from the use of a customer-based allocator is appropriate in these instances 276 

because both rate base items support AIC’s electric operations.  The use of the distribution 277 

expense  allocator for both items provides a reasonable and consistent approach that allocates 278 

these items based on current operations, rather than historic plant and net income.   279 

Q. Please restate the expense Rate Zone allocators that AIC proposes to modify in this 280 

proceeding. 281 
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A. The table below summarizes the expense item, the current Rate Zone allocator, the 282 

proposed modified Rate Zone allocator and the rationale for modification.  Again, these 283 

rationales are separate considerations that logically support the proposed modified allocator, in 284 

addition to the analysis included in Ameren Exhibits 6.1 and 6.2 and the earlier narrative. 285 

Expense Item Current RZ Allocator Modified RZ Allocator Rationale 

901 -  Supervision 2009 Account Expense 
by Rate Zone 

Customer Accounts 
Expense for 2012 (Sum 
902-905) 

Charges to other 
functional accounts 
dictate where 
supervision costs should 
be allocated. 

902 – Meter Reading 
Expenses 

2009 Account Expense 
by Rate Zone 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Customer based 
charges. 

903 – Customer 
Records and Collection 
Expense 

2009 Account Expense 
by Rate Zone 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Customer based 
charges. 

904 – Uncollectible 
Accounts 

2009 Account Expense 
by Rate Zone 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Customer based 
charges. 

905 – Miscellaneous 
Customer Accounts 
Expense 

2009 Account Expense 
by Rate Zone 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Customer based 
charges. 

907 – Supervision 2009 Account Expense 
by Rate Zone 

Customer Service 
Expense (sum 908-910) 

Charges to other 
functional accounts 
dictate where 
supervision costs should 
be allocated. 

908 – Customer 
Assistance Expenses 

2009 Account Expense 
by Rate Zone 

Present Base Rate 
Revenues 

Costs related to Energy 
Efficiency Rider follows 
Revenue. 

909 – Informational and 
Instructional Expenses 

2009 Account Expense 
by Rate Zone 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Customer based 
charges. 
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Expense Item Current RZ Allocator Modified RZ Allocator Rationale 

910 – Miscellaneous 
Customer Service and 
Information Expense 

2009 Account Expense 
by Rate Zone 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Customer based 
charges. 

920 – Administrative 
and General Salaries 

2009 Account Expense 
by Rate Zone 

Other Operation and 
Maintenance Expense 

Administrative and 
General expense 
supports other 
functions. 

921 – Office Supplies 
and Expenses 

2009 Account Expense 
by Rate Zone 

Other Operation and 
Maintenance Expense 

Administrative and 
General expense 
supports other 
functions. 

922 – Less 
Administrative 
Expenses Transferred – 
Credit 

2009 Account Expense 
by Rate Zone 

Other Operation and 
Maintenance Expense 

Administrative and 
General expense 
supports other 
functions. 

923 – Outside Services 
Employed 

2009 Account Expense 
by Rate Zone 

Other Operation and 
Maintenance Expense 

Administrative and 
General expense 
supports other 
functions. 

924 – Property 
Insurance 

2009 Account Expense 
by Rate Zone 

Adjusted Gross Total 
Plant in Service 

Insurance relates to 
Plant Investment. 

925 – Injuries and 
Damages 

2009 Account Expense 
by Rate Zone 

Adjusted Gross Total 
Plant in Service 

Injuries and damages 
relates to Plant 
Investment. 

926 – Employee 
Pensions and Benefits 

2009 Account Expense 
by Rate Zone 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Employee benefits 
expense attributable to 
workforce that supports 
electric service across 
the territory; consistent 
with proposed modified 
allocator for OPEB 
Liability. 

927 – Franchise 
Requirements 

2009 Account Expense 
by Rate Zone 

Other Operation and 
Maintenance Expense 

Administrative and 
General expense 
supports other 
functions. 

928 – Regulatory 
Commission Expenses 

2009 Account Expense 
by Rate Zone 

Other Operation and 
Maintenance Expense 

Administrative and 
General expense 
supports other 
functions. 



Ameren Exhibit 6.0 
Page 17 of 19	  

 
	  

Expense Item Current RZ Allocator Modified RZ Allocator Rationale 

929 – Less Duplicate 
Charges – Credit 

2009 Account Expense 
by Rate Zone 

Other Operation and 
Maintenance Expense 

Administrative and 
General expense 
supports other 
functions. 

930.1 – General 
Advertising Expense 

2009 Account Expense 
by Rate Zone 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Consistency with 
Account 909. 

930.2 – Miscellaneous 
General Expenses 

2009 Account Expense 
by Rate Zone 

Other Operation and 
Maintenance Expense 

Administrative and 
General expense 
supports other 
functions. 

931 – Rents 2009 Account Expense 
by Rate Zone 

Other Operation and 
Maintenance Expense 

Administrative and 
General expense 
supports other 
functions. 

935 – Maintenance of 
General Plant 

2009 Account Expense 
by Rate Zone 

Adjusted Gross General 
Plant in Service 

These expenses relate to 
General Plant structures. 

407 – Amortization of 
Regulatory Assets 

As specifically defined 
in Direct Testimony in 
Exhibit 3.0, page 11, 
line 213-225 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Looking forward, it is 
expected that new 
Regulatory Assets 
would be defined to 
support overall 
Customers. Therefore, 
amortization expense 
should be charged to all 
customers using Total 
Electric Customers by 
Rate Zone as of 
December 2012 

408 – Taxes Other than 
Income - Payroll 

2009 Ratio of Taxes 
Other than Income 
Taxes by Rate Zone 

Total Electric 
Customers by Rate 
Zone as of December 
2012 

Payroll taxes support 
the workforce that 
supports electric service 
to customers.   

408 – Taxes Other than 
Income – Franchise 
Fees and Real Estate 
Taxes 

2009 Ratio of Taxes 
Other than Income 
Taxes by Rate Zone 

Adjusted Gross Plant by 
Rate Zones as 
December 2012 

Franchise Fee and Real 
Estate taxes relate to 
plant asset investment. 

408 – Taxes Other than 
Income – Electric 
Distribution Tax 

2009 Ratio of Taxes 
Other than Income 
Taxes by Rate Zone 

Based on Kilowatt-Hour 
Sold 

This allocation would 
match the method by 
which the tax is 
collected from 
customers. 
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Q. Please explain the basis for using Total Electric Customers by Rate Zone as the Rate 286 

Zone allocator for certain expense items. 287 

A. AIC proposes to use the Total Electric Customers rate zone allocator for costs that are 288 

incurred for the benefit of all AIC customers, not customers specific to one rate zone.  For these 289 

type of expenses, counting the number of customers within the rate zone and allocating on that 290 

basis distributes the expenses evenly to those who are benefiting from the expenses.  This 291 

customer benefit is especially evident when attributing costs to Customer Accounts and 292 

Customer Service activities, functions that are expensed to Accounts 901-905 and 909-910.  In 293 

addition, as noted above, the use of the same allocator for these accounts, rather than historical 294 

expense ratios specific to each account, results in a consistent distribution of expenses across 295 

Rate Zones, regardless of the account in which the expense is booked. 296 

Q. Please explain the basis for using Other Operation and Maintenance Expense as the 297 

Rate Zone allocator for other expense items. 298 

A. This rate zone allocator is used to allocate costs based on the sum of other operation and 299 

maintenance expense.  Accounts 920-923, 927-929, 930.2 and 931 are expenses which support 300 

other operations of the company and it seems reasonable and more appropriate to distribute these 301 

expenses based on the other operation and maintenance expense, rather than again historical 302 

expense ratios that varied by year across legacy utilities and across accounts.   303 

Q. Please explain the basis for using Adjusted Gross Total Plant in Service as the Rate 304 

Zone allocator for other expense items. 305 

A. This allocator is used to allocate costs for Accounts 924 and 925, which are accounts for 306 

AIC’s expenses for Property Insurance and Injuries and Damages.  The use of a Gross Plant 307 
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Investment allocator is reasonable and more appropriate than static 2009 legacy utility expense 308 

ratios for these accounts because property insurance and damage to property relate to plant 309 

infrastructure. 310 

Q. Do you believe that the additional analysis you have included above demonstrates 311 

the potential “harm” to ratepayers from the continued use of the current allocators? 312 

A. Yes.  Again, the evidence demonstrates that the universe of costs that are being allocated 313 

across Rate Zones can be more “finely tuned” by the use of the modified allocators, rather than 314 

the continued use of 2009 legacy utility expense ratios.   315 

III. CONCLUSION 316 

Q. Does this conclude your rebuttal testimony? 317 

A. Yes, it does.   318 


