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M E M O R A N D U M________________________________________________ 
 
TO: The Commission 
 
FROM: Jan Von Qualen  
 Administrative Law Judge 
 
DATE: February 25, 2014 
 
SUBJECT: Ameren Illinois Company d/b/a Ameren Illinois 

 
 Revenue-neutral tariff changes related to rate design. (tariffs filed 

July 22, 2013).  
 
RECOMMENDATION: Enter Attached Order.  
 
 

This item was held on the March 5, 2014 Agenda and is being 
resubmitted without any changes. 

 
On July 22, 2013, Ameren Illinois Company d/b/a Ameren Illinois ("AIC" or 

"Ameren") filed revenue-neutral tariff changes related to rate design with the Illinois 
Commerce Commission.  The filing was made  pursuant to Section 16-108.5(e) of the 
Illinois Public Utilities Act (the "Act") (220 ILCS 5/16-108.5(e)) which requires utilities 
with performance-based formula rates to file at 3 year intervals tariffs that propose 
revenue-neutral tariff changes or to re-file the existing tariffs without a change.  The 
filing presents the Commission with an opportunity to consider revenue-neutral tariff 
changes related to rate design 

 
The Citizens Utility Board ("CUB"), the Illinois Industrial Energy Consumers 

("IIEC"), the Grain and Feed Association of Illinois ("GFA"), and the Commercial Group 
intervened.  Staff also participated.  An evidentiary hearing was held on December 11, 
2013.  Parties filed briefs and reply briefs.  On February 4, 2014, a Proposed Order 
("PO") was served on the parties.  On February 20, 2014, AIC, Staff, IIEC, the GFA, and 
the AG filed Briefs on Exception ("BOEs").  No substantive changes have been made to 
the attached Order.   

 
The contested issues are: 
 

• Allocator for Primary Distribution Line Costs; 
• Allocation of Single-Phase and Three-Phase Primary Facility Costs; 
• Allocator for Non-Meter AMI General and Intangible Plant; 



13-0476 

• Treatment of Electric Distribution Tax and Rate Mitigation Alternatives; 
• Transformation Capacity Charge for Rate Zone II DS-4 +100 kV; and  
• Use of SFV Rate Design for DS-1 Customer Charge. 

 
 One of the more controversial issues is the use of straight fixed variable ("SFV") 
rate design for the DS-1 customer charge.  AIC proposes a SFV rate design for the DS-
1 class (residential) customer charge to recover a fixed percentage (moving from 44.8% 
to 47.3%) of the DS-1 revenue requirement from the monthly non-volumetric charges.  
The AG argues in favor of a rate redesign through which the Company would recover 
approximately 28% of its revenue requirement through the non-volumetric charges 
("AG's rate design").  Staff supports the Company proposal. 
 
 In support of its proposal, the Company relies on the proposal's consistency with 
the Commission's conclusions in Docket No. 10-0467, Commonwealth Edison 
Company's ("ComEd") residential rate design and Docket No. 13-0192, Ameren's recent 
gas rate case.  In its briefs, AIC argues against adoption of the AG's rate design, stating 
it would:  (1) result in higher and more volatile delivery service charges; (2) cause larger 
space-heat customers, indicative of single family homes, to experience an incremental 
increase of 10% or greater (on top of any other base rate increase required); (3) not 
accurately reflect “demand-related” delivery costs (e.g. the line transformers, primary 
lines, secondary lines, poles, substations, and other facilities) that are fixed, sunk costs 
that AIC incurs to service the DS-1 class, regardless of the usage by individual 
residential customers.  AIC denies that the annual update and reconciliation 
proceedings for formula rates affect the need for the SFV rate design.   
 
 The AG criticizes SFV rates for residential customers as treating demand-related 
costs as if they were exactly the same for each customer, regardless of the amount of 
electricity used by the customer.  The AG argues that under a traditional rate design, 
essentially all non-customer-related distribution costs would be allocated on a per-
kilowatt-hour basis rather than allocated on a per-customer basis as in a pure SFV rate 
design.  The AG asserts that SFV design results in cross-subsidies, are inherently 
inequitable, and diminish all customers’ ability to affect their electricity expenses and 
their incentive to decrease their energy usage. 
 
 While it was not highlighted in briefs or testimony, the Ameren and Staff BOEs 
emphasize the possibility of rate shock for the electric space-heating customers if the 
AG's rate design is adopted.  Ameren recites the history of the rate design investigation 
in 2007, regarding electric space-heating increases.  It argues that in subsequent rate 
cases the Commission has emphasized the importance of incorporating rate designs 
that would restrain rate shock for space-heating customers.  Attached to Ameren's BOE 
is Ameren Exhibit 7.1, a revenue neutral comparison of annual bills under the 
Company's and AG's rate designs showing the differences after a hypothetical 25% 
system average delivery services increase.  Based on that exhibit Ameren argues that 
adoption of the AG's rate design will result in rate shock for space-heating customers. 
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 Staff's BOE also raises concerns about the possibility of rate shock for the space-
heating customers. It proposes three options:  (1) adopt AIC's SFV rate design; (2) 
adopt the AG's rate design and allow rehearing to determine whether the design should 
be implemented at one time or incrementally; or (3) initiate a new rate design 
investigation.   
 
 It should be noted that although Ameren and Staff make arguments regarding 
rate shock in reference to the 2007 investigation, the record indicating whether the 
increases that would result from the AG's rate design are of a similar magnitude to the 
increases that resulted in the Commission initiating Docket No. 07-0165 is extremely 
limited.  AG Exhibit 2.1 provides a comparison of heating and non-heating customer 
impacts of moving toward SFV pricing, showing the percentage change in the annual 
bill from 2007 to 2013.  Ameren Ex. 7.1 compares annual delivery services increases at 
varying usage levels under the two rate designs.  The Staff Report which resulted in the 
initiation of Docket No. 07-0165, provides a comparison of percentage increases for 
January, July and the annual average.  Data providing the impact on January and July 
bills would allow a comparison between the increases that took place in 2007 and those 
that would result from the adoption of the AG's rate design.  The January bills would be 
of particular use as one would expect them to reflect the largest energy use for 
residential space heat customers.  Because of fluctuating usage patterns, a comparison 
of the annual average is of limited value.  Unfortunately, there is no information in the 
record regarding the possible rate impact on monthly bills.   
 
 I recommend the Commission enter the attached Order. 
 
 In the event the Commission wishes to consider additional evidence on the 
potential effect of the AG's rate design on the electric space-heating customers, I 
recommend that the Commission consider granting rehearing on that limited issue. 

 
No public comments have been posted to e-docket relating to this proceeding.   
 
The deadline for a final Commission order is March 19, 2014.   

 
JVQ 
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