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STATE OF ILLINOIS 

 
      ILLINOIS COMMERCE COMMISSION 

 
  

AMEREN ILLINOIS COMPANY,    ) 
d/b/a Ameren Illinois      )  

Petitioner       ) 
        ) Docket No. 13-0476 
Revenue-neutral tariff changes    )   
related to rate design.      ) 
      

 
REPLY BRIEF OF 

THE PEOPLE OF THE STATE OF ILLINOIS 
 
The People of the State of Illinois, by LISA MADIGAN, Attorney General of the State of 

Illinois (“AG” or “the People”), pursuant to the Commission’s rules, 83 Ill. Admin. Code 

200.800, file their Reply Brief in response to the Initial Brief of Ameren Illinois Company 

(“Ameren,” “AIC,” or the “Company”), the Staff of the Illinois Commerce Commission 

(“Staff”), and other intervenor parties in connection with this rate design proceeding under 

Section 16-108.5(e) of the Public Utilities Act. 

I. INTRODUCTION 

The People’s Initial Brief made three distinct proposals: (i) to allocate the cost of non-

metering Advanced Meter Infrastructure (“AMI”) investment using the LABOR allocator used 

for general plant; (ii) to immediately end the Electricity Distribution Tax (“EDT”) subsidy that 

DS-4 customers have enjoyed since 1997; and (iii) to move away from Straight Fixed Variable 

(“SFV”) rate design for DS-1 customers and instead use fixed billing components only for the 

approximately 28% of Company costs that are actually customer-based, according to the 

Company’s embedded cost of service study (“ECOSS”).   
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The Company’s Initial Brief unsuccessfully suggests that the People’s proposals would 

be at odds with principles of prudent ratemaking.  In fact, it is the Company’s opposing 

proposals that cut against statutory guidelines and longstanding ratemaking principles endorsed 

by the Commission for decades.  The People will show in this Reply Brief why the People’s 

proposals should be adopted. 

II. COST ALLOCATION 

A. Resolved Issues 

B. Contested Issues 

i. Allocator for Primary Distribution Line Cost 

ii. Allocation of Single-Phase and Three-Phase Primary Facility Costs 

iii. Allocator for Non-Meter AMI General and Intangible Plant  

The purpose of the ECOSS produced by Ameren is to fairly and accurately allocate costs 

according to their function and the customer classes that cause the costs to be incurred or benefit 

from the costs.  In its Initial Brief1 at 16, the Company proposes to use the customer-based 

CUST370 plant asset allocator for non-meter General & Intangible (“G&I”) plant investments 

made as part of its AMI plan.  CUST370 is the same allocator that the Company currently uses 

for AMI meter investments.  AIC Ini. Br. at 16.  The Company argues that non-meter AMI 

investments “do not function like typical G&I plant assets—they function as an extension of the 

AMI meters” and thus should be allocated as the AMI meter plant is allocated.  Id. at 17.  By 

                                                
1 IIEC and Staff endorsed the Company’s proposed allocator on this issue.  See IIEC Ini. Br. at 23-24 

(“Ameren considers the AMI communication network and the information technology assets to be an extension of 
the AMI meters, and not analogous to other types of G&I plant.); Staff Ini. Br. at 13 (“[t]he Company has 
sufficiently demonstrated that the proposed approach is justified from a cost standpoint.”). 
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contrast, the People proposed2 to use the LABOR allocator, which is the same allocator used for 

general plant, for the non-meter AMI investments.  The People showed in their Initial Brief at 5-

6 that AMI investment will have benefits beyond the metering function and will not benefit all 

customers equally, so a customer-based allocator for the non-meter AMI plant is not appropriate. 

The Company does not explain why, as it contends at page 19 of its Initial Brief, “[i]f you 

cannot have a fully functional AMI meter without the communications network and IT assets, 

that fact alone should end the inquiry—each customer needs a meter, the network, and the IT 

hardware and software.”  While no one disputes that the AMI network and IT plant will support 

the metering function, the metering function is not the only function to be performed by the AMI 

network and plant, as AIC witness Schonhoff3 admitted under cross-examination.  AG Ini. Br. at 

7; Tr. at 50:15 to 51:6.   

The Company states in its Initial Brief at 18 that the CUST370 allocator will “allocate[] 

future anticipated costs related to the AMI Plan in a manner that resembles the way these costs 

will be incurred.”  However, the principle of cost causation espoused by the Company at page 17 

of its Initial Brief requires that the Commission recognize the multiple functions that will be 

performed by the non-metering AMI plant and that justify its installation.  Given that the non-

metering AMI will also support outage management and response, uncollectible accounts, 

service disconnection and reconnection, and energy efficiency (AG Ini. Br. at 7; AG Ex. 2.0 at 

12:241-242), as admitted by Mr. Schonhoff (Tr. at 50:20-51:3), it is unreasonable to say that the 

non-metering AMI investment cost will be incurred solely to support the AMI meters.   

The Company states that “the percentage of non-meter G&I AMI plant costs allocated to 

DS-1 should align with the percentage of DS-1 AMI meter costs” (AIC Ini. Br. at 18).  However, 

                                                
2 AG Ini. Br. at 4-5. 
3 At any rate, Mr. Schonhoff is a self-admitted non-expert on AMI (Tr. at 51:5, 52:19), and his 

pronouncements as to AMI functionality should not be taken as authoritative. 
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a more accurate rubric that acknowledges the principle of aligning revenue with cost causation 

would be that the percentage of non-meter G&I AMI plant costs allocated to DS-1 should align 

with the percentage of benefits flowing to DS-1 from that plant.  Mr. Rubin’s analysis contained 

at AG Exhibit 2.2, pages 1-2 shows that under his preferred LABOR allocator, the DS-1 class 

would pay for 71% of AMI capital costs through the year 2020 while receiving approximately 

64% of the benefit.  While this is not a perfect alignment of costs and benefits, it is a fairer 

allocation than Ameren’s proposal to assign 84% of AMI capital costs to the DS-1 class.   

While it is true that the AMI functions Mr. Rubin outlined “require all three components4 

of the AMI system to be fully operational” (AIC Ini. Br. at 20), the Company has not even 

attempted to show that these functions will be enjoyed equally among customers.  The AMI 

meters also require a Human Resources department to hire the repair technicians who can keep 

the meters in working order, but this does not argue in favor of using the CUST370 allocator for 

the Human Resources office space, as Human Resources performs other functions besides 

supporting AMI meters. 

In summary, Ameren’s argument that all AMI plan costs should be allocated based on a 

meter allocation is based on the faulty premises (1) that the fact that meters are involved justifies 

a meter allocator and (2) that there are not sufficient non-meter benefits to justify a more general 

allocator.   The Commission should reject Ameren’s inaccurate and unfair allocation and adopt 

the People’s proposal to allocate the non-metering AMI costs using the LABOR allocator, and 

then re-evaluate the allocator in Ameren’s next rate design proceeding three years from now in 

light of data on any non-meter AMI installations that may occur between now and then. 

                                                
4 As discussed above, the three components of the AMI system are the meters, communications network, 

and IT assets.  Allocation of the costs of the latter two is at issue in this proceeding. 
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III. REVENUE ALLOCATION  

A. Resolved Issues 

B. Contested Issues 

i. Revenue Allocation Methodology – Rate Moderation 

1. Treatment of Electricity Distribution Tax 

The People described the unjustified $13.3 million subsidy given to DS-4 customers with 

respect to their contribution to the Company’s Electric Distribution Tax at pages 8-9 of the 

People’s Initial Brief.  The Company ably outlined the range of debate in this proceeding on the 

treatment of the EDT at page 23 of its Initial Brief: no party “challenge[s] AIC’s proposal that 

each customer class and subclass should pay the same average EDT price, eventually.  The 

contested issue amongst the parties is whether to continue to include EDT in any Commission-

approved rate mitigation plan, and how quickly the customer classes should move to paying the 

same average EDT rate.”  

AIC’s answer to that dispute is to “propose[] a rate mitigation approach that would allow 

for uniform EDT charges by the January 2016 or January 2017 billing period.”  AIC Ini. Br. at 

28.  The Company proposes to include EDT charges within its overall rate moderation 

framework.  Id. at 25.  By contrast, the People proposed at page 8 of their Initial Brief to end the 

EDT subsidy given to DS-4 customers as soon as possible – starting with January 2015 rates.  

The People showed at pages 9-10 of their Initial Brief, drawing largely on testimony of Company 

witness Jones, that the EDT subsidy given to DS-4 customers is so egregious that it must end as 

soon as possible. 

While the Company stated in its Initial Brief at 26 that “Mr. Rubin’s testimony does not 

identify, or provide record support for, a rate mitigation alternative that does not include the 
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impact of EDT; the tacit assumption being that the AG does not support any rate mitigation,” this 

is a mischaracterization of the People’s position.  The People generally support rate moderation, 

although they do not take any position in this proceeding on the competing rate moderation 

proposals.  The People propose omitting the EDT issue from any rate mitigation constraint 

because, as AG witness Rubin stated in rebuttal testimony, “DS-4 customers have had 15 years 

to prepare themselves for paying the full amount of the [EDT] tax.”  AG Ex. 2.0 at 1:18-19.  

Additionally, as the Company stated in its Initial Brief in this docket at page 28, in Ameren’s last 

electric rate case before passage of the Energy Infrastructure Modernization Act (“EIMA”), 

Docket No. 11-0279, Ameren proposed phasing out the EDT subsidy for all DS-4 customers at 

the end of a three-year period.  See Docket No. 11-0279, AIC Ex. 13.0E, February 18, 2011, at 

20:426 to 22:453.  This would have ended the subsidy by February 2014 – in other words, the 

subsidy would be ending just over two weeks from today if the Company’s proposal in Docket 

No. 11-0279 had been adopted.  Id. at 21:436.  That proceeding was withdrawn only due to 

passage of EIMA5, and the Commission has not addressed Ameren’s electric rate design since 

then.  While DS-4 customers have been enjoying a substantial subsidy for more than 12 years, 

they have also been aware for nearly three years, since the initiation of Docket No. 11-0279 on 

February 18, 2011, that Ameren had proposed phasing out the EDT subsidy.  Moreover, Docket 

No. 11-0279’s Proposed Order dated November 15, 2011 at page 198 endorsed the principle of 

“full cost recovery” from the various customer classes with respect to the EDT. 

The IIEC states6 in its Initial Brief at 31 that immediately equalizing EDT charges would 

“effectively abandon the notion of rate moderation” because it would “likely result in increases 

of several hundred percent in some of the rate zones.”  IIEC further stated that “the Commission 

                                                
5 See Docket No. 11-0279, Ameren’s Motion to Withdraw Electric Tariff Sheets and Sever and Terminate 

Docket No. 11-0279, November 10, 2011. 
6 At page 17 of its Initial Brief, Staff endorses IIEC’s concerns about the rate impacts for DS-4 customers. 
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has not approved an increase of the magnitude proposed by Mr. Rubin.”  Id.  However, as the 

Company made clear in its Initial Brief at 25-26 (citing AIC Ex. 1.0 at 12:247-250), the nominal 

EDT charges currently paid by DS-4 customers are so small that “even a relatively small ¢/kWh 

movement could result in levels that exceed the current percentage thresholds.”7   Table 1 shown 

in the People’s Initial Brief at 10 shows that the People’s proposed increase in per-kWh EDT 

charges for DS-4 customers would amount to an increase of approximately $0.0009, or 9% of 1 

cent, which is a large increase in the existing DS-4 EDT charge, but is not a crippling amount 

relative to a customer’s total bill.  If a large customer uses 1 million kilowatt-hours, the effect of 

the People’s proposal is only to increase the bill by $900. 

Ultimately, the Commission has already expressed its intent to “treat the PURA8 tax as a 

pass-through tax,”9 as part of the Company’s 2009 rate increase and rate design case.  The 

Company tried to align revenue recovery with cost causation in its 2011 rate increase case, as 

discussed above, but the passage of EIMA caused the withdrawal of that case, delaying the 

phase-out of the EDT subsidy until this proceeding.  Had the Commission implemented the 

Company’s proposal in the 11-0279 docket, the EDT subsidy would be hearing its last rites 

today.  Delaying the phase-out until January 2017 or later is not justified, in light of the 

Commission’s stated intent in 2009 to end the patently unfair subsidy.  The Commission should 

now make good on that intention and cause all of Ameren’s customers to pay for their 

contribution to the Company’s EDT obligations. 

                                                
7 The current rate increase constraint is that no class may be allocated a rate increase that is over 150% of 

the system-average percentage increase, as the case may be; alternatively, in the case of a system-average decrease, 
no class may be allocated a rate decrease that is under 50% of the system-average percentage decrease.  AIC Ex. 1.0 
at 11:233-243. 

8 PURA stands for Public Utility Revenue Act, 35 ILCS 620/1 et seq., which authorizes the EDT. 
9 Docket No. 09-0306, Notice of Commission Action, June 15, 2010, at 3; Docket No. 09-0306, Order on 

Rehearing, November 4, 2010, at 83. 
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2. Rate Mitigation Alternatives 

 

IV. RATE DESIGN 

A. Resolved Issues 

B. Contested Issues 

i. Transformation Capacity Charge for Rate Zone II DS-4 +100kV 

ii. Seasonally Differentiated Rates for the DS-3 and DS-4 Classes 

iii. Use of SFV Rate Design for DS-1 Customer Charge 

The People’s Initial Brief, starting at page 13, outlined their proposal to depart from a 

SFV design and instead charge the DS-1 class cost-based rates with approximately 28% of 

revenue recovered through fixed billing components and the remainder recovered through 

volumetric charges – mirroring the approximately 28%-72% split between customer-based and 

demand-based costs shown in the Company’s ECOSS.  The People’s proposed rate design is 

shown in full at Exhibit B to their Initial Brief and appropriately matches customer costs with 

customer charges and demand costs with usage or demand-related charges.   

The Company warns at page 41 of its Initial Brief of “several, stark” consequences that 

would arise from the People’s plan.  The Company makes the accurate observation that the 

People’s proposal “would dramatically change the price signals sent to residential customers.”  

Id.  There is no gainsaying this: by reducing fixed charges and putting more of a typical 

household’s bill within its control, the People’s plan would correctly reflect the share of 

distribution costs that ratepayers influence through their demand.   
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The Company further states that the delivery service charge would be more “volatile” 

(id.) under the People’s plan because it would be more dependent on  kilowatt-hour usage; 

however, the Company neglects to mention that any such volatility would correspond to the 

customer’s ability to control his or her bill and to choose how to use electricity.  For example, the 

customer could affect his or her bill by opening a window in the summer rather than running the 

air conditioner, wearing a sweatshirt in the winter, or turning off the television in an empty room, 

as the case may be.  By contrast, other than hiring an attorney and intervening in Commission 

ratemaking proceedings, the typical customer has no ability to affect the customer charge or 

meter charge.   

Mr. Rubin showed in direct testimony that the Company’s own ECOSS clearly shows 

72% of its electric distribution costs to be demand-related.  AG Ex. 1.0 at 16:319-321; AG Ex. 

1.13.  However, the Company points in its Initial Brief at 41-42 to “fixed, sunk costs that AIC 

incurs to service the DS-1 class, regardless of the usage by individual residential customers”; 

later on page 42, it invokes “the line transformers, primary lines, secondary lines, poles, 

substations, and other facilities” as purportedly fixed costs that support distribution.  While the 

People do not dispute that the Company may incur some fixed costs regardless of usage, these 

have been properly classified in the ECOSS as customer-related; any costs that do not vary with 

usage are, by definition, not demand-related.  Notwithstanding the Company’s contention in its 

Initial Brief, Mr. Jones admitted during cross-examination that utility poles, transformers, and 

substations could be considered long-run marginal costs that change with additional load.  Tr. at 

77:2-78:2; AG Ini. Br. at 23.  If a particular customer’s usage is low, then, aggregated with the 

usage of all other customers, that data will determine how the Company maintains or upgrades 

its plant over time.  Though the Company questions “the faulty assumption that all non-
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customer, demand-related costs exhibit a direct correlation to customer load” (AIC Ini. Br. at 

43), it relies for this position on the testimony of Mr. Jones, who admitted during cross-

examination that the system is designed to serve expected demand (Tr. at 81:18-19) but that he is 

unaware of how Company planners determine expected demand (Tr. at 82:18-19).  Consistent 

with the premise that the system is designed to serve expected load, the Company’s cost-of-

service study correctly treats non-customer costs as demand-related.  In fact, as mentioned 

above, the Company’s ECOSS shows only 28% of costs to be customer-related (AG Ex. 1.13), 

and thus only 28% of revenue should be recovered through fixed billing components. 

The Company frets that AIC’s electric business “is exhibiting the same characteristics as 

its gas business: flat to declining sales from one year to the next.”  AIC Ini. Br. at 42.  However, 

to the extent this is true, the Company would, over a period of a few years, begin to scale back its 

plans for maintaining or upgrading its installed distribution plant.  AG Ex. 1.0 at 12:243-250.  In 

this way, even the costs that AIC incurs in any given year to service DS-1 customers “regardless 

of usage” will, over a sufficient time, vary with demand.  As Company witness Jones said under 

cross-examination, “all costs are a long-term or incremental cost potentially.”  Tr. at 76:24-77:1.  

While the Company would like to rely on annual updating of formula rates under EIMA to use 

12 months as the time period for evaluating which costs are incremental (“a change in usage for 

a residential customer is unlikely to result in a meaningful change in costs incurred to serve that 

customer, especially for the time period that the rates will be in effect,” AIC Ini. Br. at 42), this 

would lead to the absurd result that the variability of demand-based costs would never be 

recognized in rates. 

Ameren advocates in its Initial Brief at 42 that “[e]ffective pricing should provide AIC 

with an opportunity to recover [] fixed costs, while providing customers with an accurate price 
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signal of the costs that AIC incurs to provide the next kWh of service,” but its view of its 

marginal, volumetric costs is apparently restricted to the EDT levied by the Illinois Department 

of Revenue and nothing else, according to answers given by Company witness Jones in cross-

examination.  Tr. at 71:23-72:16.  Charging customers for EDT but not charging a reasonable 

usage charge does not send an accurate price signal or reflect the conclusion of the cost of 

service study that the bulk of the Company’s distribution costs ultimately depend on customer 

usage. 

The Company darkly cautions that its revenue might become more volatile, “resulting in 

greater earnings swings,” under the People’s plan.  AIC Ini. Br. at 41, 43.   However, the 

Company does not point to any statutory or other rule requiring the Commission to preserve 

steady, reliable profits for electric utility companies at the expense of just, reasonable, and cost-

based pricing.  As the People showed in their Initial Brief at page 3, the governing statutory 

standard requires the Commission to ensure that “the cost of supplying public utility services is 

allocated to those who cause the costs to be incurred.”  220 ILCS 5/1-102(d)(iii).   

The argument that revenue variability will harm the utility must be considered in light of 

the passage of EIMA, 220 ILCS 5/16-108.5.  EIMA authorizes annual rate reviews and, 

significantly, ensures that the prior year’s actual costs are reconciled each year.  Id. at 16-

108.5(d).  This gives the Company an opportunity to recover costs that were not included in the 

prior year’s authorized revenue requirement and guarantees revenues to produce profits no lower 

than 50 basis points under the utility’s authorized return.  Id. at 16-108.5(c)(5).  Unlike the 

situation under traditional regulation, where the utility bore the risk of either over- or under-

recovery of its authorized revenue requirement between rate cases, the reconciliation and 

earnings collar provisions included in the annual formula rate process will result in the Company 
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receiving its authorized return each year within the collar.  Further, to the extent that a greater 

share of volumetric pricing on DS-1 customers’ bills might make revenues more variable from 

year to year, due to variability in weather and other factors, this can be expected to work in the 

Company’s favor half the time: as the Company stated in its Initial Brief at 43, “Mr. Rubin’s rate 

design would result in greater than expected sales (and thus revenue) in some years.”  (Italics 

added.) 

The Company also warns that “the record shows that the Commission’s rejection of the 

continued use of SFV will cause larger space-heat customers . . . to experience an incremental 

increase of 10% or greater.”  Id. at 41.  According to Ameren’s Exhibit 7.1, the 10% increase in 

rates under the People’s proposal compared to the Company’s proposal arises only for space-heat 

customers using over approximately 26,000 kilowatt-hours annually; according to AIC Exhibit 

7.0 at 26:584, only about 13% of electric space-heat customers use over 26,000 kWh annually.  

This represents only about 13% of electric space-heat customers, and so does not represent a 

significant share of the space-heat subclass.  AIC Exhibit 7.0 at 26:584.  Actually, as Mr. Rubin 

showed in rebuttal testimony and the People described in their Initial Brief, among customers 

with peak winter usage double10 their peak summer usage, 14% saw annual bill increases of over 

40% when SFV design was introduced in 2007 (AG Ex. 2.0 at 8:159-9:177; AG Ex. 2.1; AG Ini. 

Br. at 25), suggesting that the introduction of SFV was worse for that group than Mr. Rubin’s 

proposal would be for the 13% identified by Mr. Jones.  Moreover, as the People showed in their 

Initial Brief at 25-26, the evidence adduced by Company witness Jones shows that a majority of 

space-heating customers (68%11) would experience lower rates under the People’s plan 

                                                
10 Mr. Rubin used this metric as a rough indicator of space-heating customers. 
11 While the Company’s Exhibits 7.0 and 7.1 do not tell us the usage level in each rate zone at which a 

space-heating customer would be indifferent between the People’s proposal versus the Company’s proposal, the 
lowest usage level we know of, according to those exhibits, that would be disadvantaged under the People’s rate 



 
 

13 
 

compared to the Company’s plan, while the Company focuses on the 32% minority of space-

heating customers who would see higher rates under the People’s plan. 

In summary, the Company’s objections to Mr. Rubin’s proposed rate design are 

unfounded.  The Commission should adopt the People’s proposal for DS-1 rates shown at 

Exhibit B to their Initial Brief. 

V. CONCLUSION 

For all of the reasons stated above and in the People’s Initial Brief, the People of the State 

of Illinois respectfully request that the Commission enter an order consistent with this Reply 

Brief and the People’s Initial Brief.   
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design proposal is 18,000 kilowatt-hours annually, which is the 68th percentile of usage, according to AIC Exhibit 
7.0 at 26:583-584. 


