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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-0476 2 

REBUTTAL TESTIMONY ON REHEARING OF  3 

LEONARD M. JONES 4 

Submitted on Behalf Of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

A. Witness Identification 8 

Q. Please state your name and business address. 9 

A. My name is Leonard M. Jones and my business address is One Ameren Plaza, 1901 10 

Chouteau Avenue, St. Louis, Missouri 63103.  11 

Q. Are you the same Leonard M. Jones who sponsored direct testimony on rehearing 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 on rehearing? 16 

A. The purpose of my rebuttal testimony on rehearing is to explain why the Illinois 17 

Commerce Commission (ICC or Commission) should not deviate from the existing DS-1 rate 18 

design and therefore, should not adopt the rate design proposals in the direct testimonies on 19 

rehearing of Commission Staff witness Ms. Cheri Harden and Illinois Office of the Attorney 20 

General (AG) witness Mr. Scott Rubin. 21 
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Q. Has your recommendation on rebuttal changed? 22 

A. No.  My recommendation on rebuttal has not changed - the Commission should affirm its 23 

conclusion in its March 19, 2014 Order and maintain the current percentage (44.8%) of DS-1 24 

revenues that AIC collects through the fixed charges on the customers' delivery bill.  The 25 

existing "status quo" Straight Fixed Variable (SFV) pricing, which the Commission previously 26 

encouraged and approved, provides for a reasonable and conservative amount of fixed costs to 27 

recover through the customer and meter charges.  The existing SFV pricing also results in a fair 28 

and balanced allocation of incremental delivery rate increases across the DS-1 class.  The 29 

Commission should not adopt the AG rate design or the Staff alternative rate design, both of 30 

which move away from the existing SFV pricing and allocate too much revenue responsibility to 31 

AIC's higher-use residential customers, in particular the electric space-heating customers.   32 

Q. Is the Company also still opposed, in theory, to a simplified phase-in of either the 33 

AG or Staff rate design proposals? 34 

A. Yes.  No party has proposed a simplified "phased-in" decrease in the amount of the 35 

Customer Charge or the percentage of DS-1 revenues collected through fixed charges.  But the 36 

Company would oppose any such proposal, if presented in this proceeding.  A simplified 37 

"phased-in" approach to either the AG or Staff proposals would lessen the immediate delivery 38 

bill impacts experienced by higher-use residential customers.  But any movement away from the 39 

existing SFV pricing, however slight, would be a reversal of prior Commission policy and, in the 40 

Company's belief, a step in the wrong direction.  Even under a simple phase-in approach, more 41 

revenue responsibility would be shifted to higher-use residential customers, as the percentage of 42 

DS-1 revenues collected through fixed charges decreased over time.  The bill impacts 43 

experienced by higher-use customers - both electric space-heating and general use - would be 44 
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exacerbated by expected increases in the overall level of DS rates and potential increases in 45 

supply charges.  As I have testified, the principle of cost causation does not support that shift in 46 

revenue responsibility within the DS-1 class.  And the goal of energy conservation does not 47 

require that shift in revenue responsibility within the DS-1 class. 48 

Q. In your direct testimony on rehearing, you proposed an alternative "customer 49 

protection mechanism" similar to the mechanism used in the Company's Rider PER – 50 

Purchased Electricity Recovery – to establish power supply rates.  Are you proposing that 51 

the Commission adopt your alternative "customer protection mechanism"?  52 

A. Not unless the Commission decides to reverse its March 19, 2014 decision on rehearing.  53 

But if the Commission is determined to lower the amount of DS-1 revenues collected through 54 

fixed charges, then the Commission should adopt my proposed alternative "customer protection 55 

mechanism," as outlined in my direct testimony on rehearing.  The "customer protection 56 

mechanism" appropriately considers changes to power supply and/or transmission rates that 57 

coincide with changes to delivery service rates, reducing the chance of customers experiencing 58 

undue customer total bill impacts.  Any simplified phase-in approach to reducing the Customer 59 

Charge for delivery service would ignore adverse bill impacts from non-delivery service sources.  60 

Since a similar mechanism is already used to set power supply prices for Rider PER, it would be 61 

a pragmatic and straight-forward way to avoid undue bill impacts for higher-use customers. 62 

Q. Are you sponsoring any exhibits with your rebuttal testimony on rehearing?  63 

A. Yes.  I am sponsoring the following exhibits with my rebuttal testimony: 64 

• Ameren Exhibit 4.1RH:  Summary of Change in Delivery Service Bills Under AG 65 
and AIC Rate Designs at Proposed Docket No. 14-0317 Revenue Requirement 66 
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• Ameren Exhibit 4.2RH:  Summary of Change in Delivery Service Bills Under 67 
Staff and AIC Rate Design at Proposed Docket No. 14-0317 Revenue 68 
Requirement 69 

• Ameren Exhibit 4.3RH:  AG Responses to AIC-AG 5.01, 5.02, 5.04, 5.05, 5.06, 70 
5.14, 5.16, 5.18, and 5.19 71 

• Ameren Exhibit 4.4RH:  Ameren Illinois Residential Usage Frequency 72 
Distribution - January 2014 73 

• Ameren Exhibit 4.5RH:  Staff Responses to AIC-Staff 10.01, 10.03, 10.04S, 74 
10.05S, 10.07, 10.08S, 10.10, 10.11, and 10.13 75 

II. ERRATA TO DIRECT Testimony on REHEARING 76 

Q. AIC issued revised responses to Staff discovery requests, after the Company filed its 77 

direct testimony on rehearing.  Why? 78 

A. Upon reviewing Mr. Rubin's direct testimony and accompanying exhibits, we determined 79 

that we needed to make corrections to the bill impact data for the AG rate design, as presented in 80 

AIC's responses to Staff's data requests.  On June 13, 2014, AIC issued the following revised 81 

responses: RevCLH 1.01R (with RevCLH 1.01R Attach), RevCLH 1.05R (with RevCLH 1.05R 82 

Attach), RevCLH 1.06R (with RevCLH 1.06R Attach), RevCLH 1.07R (with RevCLH 1.07R 83 

Attach 2 and Attach 4), and RevCLH 1.08R (with RevCLH 1.08R Attach 2).   84 

Q. Please explain the changes to inputs, assumptions, or calculations that resulted in 85 

the updated values in the revised responses to Staff discovery requests. 86 

A. The determination of the percentage amount of fixed cost recovery should be based on 87 

the total residential revenue requirement excluding the Illinois Electric Distribution Tax (EDT).  88 

The EDT is the only expense recognized as variable per kWh, that is, costs change as the amount 89 

of energy consumed changes.  AIC's development of the AG rate design prices initially 90 

determined the percentage of fixed cost recovery from a total revenue requirement including the 91 
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EDT expense.  It instead should be calculated from a percentage of costs excluding the EDT 92 

expense.  As a result, the customer charge was changed from $6.75 to $7.06, and variable 93 

delivery charges were decreased by an amount to balance to the target revenue requirement.    94 

Q. AIC also revised certain exhibits and values included with your direct testimony, 95 

correct?  96 

A. Yes.  On June 13, 2014, AIC also filed an errata, which corrected values in my direct 97 

testimony, Ameren Exhibit 2.0RH (Rev.), and in certain of my exhibits, Ameren Exhibits 98 

2.7RH-C, 2.9RH-C, 2.11RH-C, and 2.12RH-C, for the bill impacts of the AG rate design.  These 99 

values were corrected, consistent with the corrected values in AIC's revised discovery responses 100 

to account for the proper customer charge for the AG rate design prices, as discussed above.   101 

In addition, on July 1, 2014, AIC filed a third errata, which corrected erroneous values in 102 

Ameren Exhibit 2.1RH-C and Ameren Exhibit 2.0RH (2d Rev.) and fixed a formatting 103 

pagination issue with Ameren Exhibit 2.7RH-2C.  Ameren Exhibit 2.1RH-C was corrected to 104 

include a Transmission Service charge for Rate Zones II and III that had been inadvertently set to 105 

zero for the January 2, 2007 rate calculation.  The presentation of bundled 2006 rates in all Rate 106 

Zones had also been adjusted to remove a $0.45 monthly Supplemental Customer Charge, a 107 

provision that had not been added to the January 2, 2007 calculation of rates (or any of the other 108 

Ameren Illinois exhibits showing bill calculations for different periods, e.g., Ameren Exhibits 109 

2.4RH – 2.7RH).  Excluding the value from the bundled 2006 calculation makes the comparison 110 

equivalent to those shown in those other Ameren Illinois exhibits.  In addition to correcting 111 

values in Ameren Exhibit 2.1RH and Ameren Exhibit 2.0RH (2d Rev.), we submitted a second 112 

revised response to a Staff data request, 2dRevCLH 1.07R (with 2dRevCLH 1.07R Attach 3 and 113 

2dRevCLH 1.07R Attach 4), which also reflected the appropriate corrections. 114 
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Q. On rebuttal, has the Company submitted any additional exhibits that illustrate the 115 

relative bill impacts of the parties' rate design proposals? 116 

A. Yes.  Among other exhibits, AIC has submitted Ameren Exhibits 4.1RH and 4.2RH, 117 

which are one-page exhibits that illustrate the relative delivery bill impacts of the AIC, AG, and 118 

Staff alternative rate design proposals, on an annual basis for 2015, in January 2015, and in 119 

August 2015. 120 

III. RESPONSE TO AG WITNESS MR. RUBIN 121 

Q. Have you reviewed the direct testimony on rehearing of AG witness Mr. Rubin? 122 

A. Yes.  I have reviewed the direct testimony on rehearing of AG witness Mr. Rubin, AG 123 

Exhibit 3.0.  I also reviewed Mr. Rubin's accompanying exhibits, AG Exhibits 3.01-3.08. 124 

Q. Have you also reviewed Mr. Rubin's responses to AIC discovery requests regarding 125 

his direct testimony? 126 

A. Yes.  And I will reference a number of Mr. Rubin's responses in my rebuttal testimony 127 

below.  I have grouped these responses together and attached them as Ameren Exhibit 4.3RH. 128 

Q. What does Mr. Rubin recommend in his direct testimony on rehearing? 129 

A. As noted by Mr. Nelson in his rebuttal, Mr. Rubin does not have an explicit 130 

recommendation in his direct testimony.  But his testimony and exhibits suggest that Mr. Rubin 131 

continues to endorse his position from the initial phase of this proceeding, namely that the 132 

Commission should reduce the amount of DS-1 revenues collected through fixed charges for 133 

electric delivery rates effective for the January 2015 billing period, thereby lowering the fixed 134 

Customer Charge and recovering a larger portion of DS-1 revenues through the variable 135 

Distribution Delivery Charge.   136 
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Q. What analysis does Mr. Rubin provide in support of his proposed rate design? 137 

A. Mr. Rubin's analysis largely consists of his calculations of 2015 residential delivery bill 138 

impacts for his proposed rate design, as compared to 2015 residential delivery bill impacts for 139 

the rate design approved by the Commission in its March 19, 2014 Order.  In addition, Mr. 140 

Rubin calculates 2015 residential total bill impacts, as compared to 2014 total bills, and 2015 141 

residential delivery bill impacts, as compared to 2007 delivery bills. 142 

Q. Why doesn't the analysis in Mr. Rubin's testimony and exhibits justify the 143 

Commission reversing its March 19, 2014 decision? 144 

A. Because Mr. Rubin hasn't offered anything new to justify the Commission reversing its 145 

earlier decisions.  As I stated in my direct testimony, the Commission previously encouraged and 146 

approved the use of SFV pricing to avoid undue bill impacts to electric space-heating customers.  147 

In doing so, the Commission recognized that the majority of the costs to deliver electricity to the 148 

residential class were fixed, regardless of the customer's usage levels.  Mr. Rubin's analysis still 149 

doesn't prove that the cost of service for low-use residential customers is any different from the 150 

cost of service for high-use residential customers to validate a dramatic shift in revenue 151 

responsibility.  The severity of the bill impacts to higher-usage residential customers under Mr. 152 

Rubin's rate design demonstrates the radical overhaul that the AG proposes in the collection of 153 

revenues from the DS-1 class.  Conversely, the bill impacts under AIC's rate design demonstrate 154 

that the "status quo" SFV pricing continues to produce a reasonable, fair, and balanced allocation 155 

of incremental delivery rate increases. 156 

A. Mr. Rubin's Calculation of Rates 157 

Q. Have you reviewed Mr. Rubin's calculation of rates in AG Exhibit 3.01? 158 

A. Yes.   159 
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Q. Have you identified any flawed inputs or assumptions in Mr. Rubin's calculations 160 

and resulting rates in AG Exhibit 3.01? 161 

A. Yes.  Mr. Rubin relies upon his direct testimony in the initial phase of this proceeding for 162 

the percentage of fixed cost recovery, using 28.1%.  This value was based on the embedded cost 163 

of service study used for modeling purposes at that time, specifically, the cost of service study 164 

reflecting the prior year’s revenue requirement (consistent with Docket No. 13-0301).  The ALJ 165 

directed that analysis conducted in this proceeding be based on the revenue requirement 166 

proposed in Docket No. 14-0317.  Based on the cost of service study presented in Docket No. 167 

14-0317, the percentage of fixed cost recovery calculates to 28.03%.  168 

Q. Mr. Rubin claims that the Customer Charge for the AG rate design used in AIC's 169 

responses to Staff discovery requests is "too low."  (AG Ex. 3.0, l. 42.)  Did your revised 170 

responses to Staff discovery requests and corrected exhibits address this concern? 171 

A. Yes.  The Customer Charge for the AG rate design was increased from $6.75 to $7.06 per 172 

month.  173 

Q. In his responses to AIC-AG 5.01 and 5.02 however, Mr. Rubin states that the 174 

customer charge used for the AG rate design in the Company's revised discovery responses 175 

is still too low.  (Ameren Ex. 4.3RH.)  Can you explain this alleged discrepancy? 176 

A. Yes.  The difference stems from Mr. Rubin’s use of a stale fixed cost percentage, 28.1%, 177 

rather than the current value, 28.03%.  Once corrected, the Customer Charge should be $7.06, 178 

slightly lower than the $7.09 value calculated by Mr. Rubin.  179 
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Q. Have you run your proposed AG rates through a proof of revenues using the same 180 

billing units on AIC's Schedule E-5 in Docket No. 14-0317 to confirm their accuracy? 181 

A. Yes.  AIC’s determination of rates using its AG rate design methodology produces 182 

revenue within $4,000 of the target proposed revenue for the residential class of $555,407,929, 183 

or within 0.0007%.  184 

Q. In his response to AIC-AG 5.01, Mr. Rubin also states that his "spot check" of 185 

AIC's revised discovery responses identified other "inconsistencies" in the data.  (Ameren 186 

Ex. 4.3RH.)  Can you explain these alleged inconsistencies? 187 

A. Yes.  Mr. Rubin is comparing results from two separate models, both of which would 188 

show the same change in prices comparing AIC and AG rate designs, but will show slightly 189 

different total bill calculations.  CLH 1.01R specifically requested an update to calculations 190 

provided in Schedule E-9 filed in Docket No. 14-0317, but instead of comparing “present” and 191 

“proposed” rates, compared AIC and AG rate designs at proposed revenue requirements.  The 192 

Schedule E-9 model filed in Docket No. 14-0317 includes Supplemental Customer Charges 193 

totaling $0.67 per month, and Rider EDR – Energy Efficiency and Demand Response Cost 194 

Recovery charge of $0.00334/kWh.  The Schedule E-9 model also used a slightly lower Rider 195 

TS – Transmission Service charge ($0.00554/kWh) reflective of a value in effect in December 196 

2013, rather than the January 2014 value of $0.00560/kWh.  The model used to respond to CLH 197 

1.06R does not contain added Supplemental Customer Charges, Rider EDR charges, and uses 198 

$0.00560/kWh for Rider TS.  None of these model differences impact the dollar amount of the 199 

change calculated between the AIC and AG rate designs.  200 
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Q. In his response to AIC-AG 5.01, Mr. Rubin also states that your schedules are 201 

"misleading" because they do not reflect the changes in non-summer BGS rates scheduled 202 

to take effect in October 2014.  (Ameren Ex. 4.3RH.)  Do you agree with his opinion? 203 

A. No.  The Staff data responses (CLH 1.01R and 1.06R) sought to compare the difference 204 

between the AIC and AG rate designs.  Introducing a third variable, the effect of power supply 205 

price changes, would not allow an evaluation of bill impact changes due to the change in rate 206 

design methods.   207 

B. Mr. Rubin's Rate Groups and 2015 Annual Bill Impacts 208 

Q. Have you reviewed the residential customer "rate groups" that Mr. Rubin uses in 209 

AG Exhibits 3.02 – 3.06? 210 

A. Yes.  Mr. Rubin creates 20 different residential customer "rate groups" based on his 211 

review of 2012 consumption data for customers who received bills for all 12 months that year.   212 

Q. Are these similar to the residential customer groups that Mr. Rubin used in the 213 

initial phase of this proceeding? 214 

A. Yes.  Mr. Rubin created a similar set of 20 different residential customer groups as part of 215 

his testimony in the initial phase of this proceeding. 216 

Q. In the initial phase of this proceeding, you had concerns with Mr. Rubin's 217 

residential customer groups.  Do you still have concerns? 218 

A. Yes.  Mr. Rubin's "rate groups" remain an artificial construct.  AIC does not have 20 219 

different subclasses of DS-1 customers, to which it allocates costs in the cost of service studies.  220 

The use of subclasses implies that there are distinctive customer groups within the residential 221 

DS-1 class with unique costs of delivery service.  But that isn't the case.  The cost to deliver 222 
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electricity to Mr. Rubin's rate group A is substantially similar to the cost to deliver electricity to 223 

Mr. Rubin's rate group T.  The Commission previously recognized this cost causation principle, 224 

when it approved the use of SFV pricing for AIC's DS-1 class in Docket Nos. 09-0306 (cons.). 225 

Q. Do you have any other concerns with Mr. Rubin's artificial rate groups? 226 

A. Yes.  By subdividing the residential class into five percent increments based solely on his 227 

customer count, Mr. Rubin's analysis largely focuses on lower-use residential customers.  90 228 

percent of AIC's residential customers use 20,000 kWh or less of electricity a year.  (Ameren Ex. 229 

2.8RH.)  The remaining 10 percent use between 20,000 kWh and 125,000+ kWh—a much 230 

greater range.  (Ameren Ex. 2.8RH.)  Mr. Rubin's customer count subgrouping, however, spreads 231 

the less than 20,000 kWh customers across 18 rate groups (groups A-R), whereas the greater 232 

than 20,000 kWh customers are relegated to the final two rate groups (groups S and T).  233 

Moreover, the five percent of AIC residential customers included in rate group T includes the 234 

customers who use between 24,196 kWh and 125,000+ kWh.  Since Mr. Rubin uses the median 235 

usage of each rate group to calculate his delivery bill impacts, the full range and magnitudes of 236 

the delivery bill impacts experienced by the customers in rate groups S and T are not shown.  For 237 

example, in AG Exhibit 3.02, the usage range for Mr. Rubin's rate group S goes from 20,150 238 

kWh to 24,195 kWh.  But the median usage for the group skews low: 21,839 kWh (Rate Zone I).  239 

The same issue can be seen in rate group T.  The usage range for Mr. Rubin's rate group T goes 240 

from 24,196 kWh to 125,000+ kWh.  But again the media usage for the group skews low: 28,282 241 

kWh (Rate Zone I).  In both instances, the customer count subgroupings do not tell the full story 242 

of the delivery bill impacts that higher-use residential customers will experience. 243 

Q. In response to AIC-AG 5.06, Mr. Rubin confirmed that he did not review actual 244 

billing data for AIC residential customers for any other year but 2012.  (Ameren Ex. 245 



Ameren Exhibit 4.0RH 
Page 12 of 32 

4.3RH.)  Are there any problems with using only one year of billing data to group the 246 

residential class? 247 

A. It is difficult to know for sure in this instance.  A customer's annual consumption of 248 

electricity can materially fluctuate from year to year for any number of factors.  A customer 249 

could experience a particularly hot summer, or if an electric space-heating customer, a 250 

particularly cold winter.  A customer's usage could increase (or decrease) depending on the type 251 

and efficiency of the electrical equipment being used at the residence.  A residence could be 252 

vacant for part of the year, or it could be sold to a higher-use customer.  Mr. Rubin concedes that 253 

a customer's usage can fluctuate from year to year in response to AIC-AG 5.05.  (Ameren Ex. 254 

4.3RH.)  By looking at billing data for only 2012, Mr. Rubin hasn't considered how changes in 255 

customers' annual consumption from year to year impact the makeup of his artificial rate groups.  256 

In response to AIC-AG 5.14, Mr. Rubin admits that he does not know how his analysis would be 257 

affected, if he analyzed comparable monthly billing data for another calendar year.  (Ameren Ex. 258 

4.3RH.)  But in the end, the limitations of Mr. Rubin's data set are not my concern.  My concern 259 

is Mr. Rubin's grouping of the data and how that grouping understates higher-use bill impacts. 260 

Q. In response to AIC-AG 5.04, Mr. Rubin states his belief that customers who did not 261 

receive bills for all 12 months of 2012 should not be included in his analysis of annual bill 262 

impacts because doing so would artificially increase the number of customers who appear 263 

to have low levels of annual usage.  Do you disagree? 264 

A. I don't necessary disagree.  But I would add that, in pairing down the 2012 data, Mr. 265 

Rubin likely also omitted thousands of households that would have been included in the higher-266 

use rate groups as well.  We can't say for certain how the inclusion of all 2012 billing data would 267 
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have affected Mr. Rubin's rate group analysis.  But, again, my main concern with Mr. Rubin's 268 

analysis is not his data set; my main concern is how he groups his data by customer count.   269 

Q. Mr. Rubin complains that AIC's presentation of bill impacts includes "extreme" 270 

customer profiles for residents using more than 5,000 kWh a month in electricity.  Mr. 271 

Rubin suggests that these high-use customer profiles should not be "of equivalent 272 

importance" and "have no practical value when trying to develop a reasonable rate design 273 

policy."  (AG Ex. 3.0, ll. 75, 82-83.)  How do you respond? 274 

A. As Mr. Nelson states in his rebuttal, the Company considers every customer important 275 

and of value.  The data in Ameren Exhibit 2.8RH demonstrates that there are customers who 276 

consume more than 5,000 kWh a month.  That these "extreme" customers exist on the high end 277 

of the usage spectrum does not mean that they should be ignored when deciding how to fairly 278 

allocate revenues across the residential class.  These customers should not be purely "of some 279 

academic interest" to the Commission.  (AG Ex. 3.0, l. 82.)  We know that they exist.  We know 280 

that some of them would be considered "low-income" users.  And we know that customers with 281 

annual consumption levels that high were among the customers most vehemently complaining to 282 

the Commission and legislative leaders in 2007.  Mr. Rubin may not think that these customers 283 

are "meaningful."  (AG Ex. 3.0, l. 85.)  But we believe that they should not be overlooked.  This 284 

is why we have included usage profiles at pre-set levels at 5,000 and 7,500 kWh per month.  And 285 

that is why we believe that Mr. Rubin's rate groups don't tell the complete picture. 286 

Q. Mr. Rubin also claims that 2009 state-wide residential energy usage data from the 287 

Residential Energy Consumption Survey indicates that your "extreme" usage levels are not 288 

meaningful.  Do you disagree? 289 
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A. Yes.  For starters, it is difficult to tell how accurately the 2009 Residential Energy 290 

Consumption Survey (RECS) data depicts the current consumption of AIC's residential 291 

customers.  In his response to AIC-AG 5.16, Mr. Rubin concedes that the median consumption 292 

of AIC residential customers based on the 2012 billing data (10,301 kWh) is higher than the 293 

median consumption of Illinois residential customers based on the 2009 RECS data (8,432 294 

kWh).  (AG Ex. 3.0, p. 4; Ameren Ex. 4.3RH.)  Mr. Rubin also admits that he did not review any 295 

other RECS data for any other years in preparing his testimony and does not know how his 296 

analysis would be affected with a different data set, in his response to AIC-AG 5.18 and AIC-AG 297 

5.19.  (Ameren Ex. 4.3RH).  I also note that the "Illinois Electric Utilities Comparison of Electric 298 

Sales Statistics For Calendar Years 2010 and 2009" prepared by the Public Utilities Bureau of 299 

the Illinois Commerce Commission1 shows 2009 average use per customer equal to only 7,767 300 

kWh for ComEd and 8,297 kWh for MidAmerican (utilities serving customers in the northern 301 

portion of Illinois), while average use per customer was equal to 10,421 kWh for Ameren Illinois 302 

and 10,953 kWh for Mt. Carmel (utilities serving customers in the central and southern portion 303 

of Illinois).  The statewide average was 8,395 kWh, near the level of the median Mr. Rubin 304 

observes from EIA data.  Statewide average data does not properly reflect the usage for Ameren 305 

Illinois residential customers.  But even putting aside the limitations of the RECS data, I still 306 

disagree with Mr. Rubin's opinion that the RECS data indicates that usage levels in excess of 307 

5,000 kWh a month are "not meaningful."  (AG Ex. 3.0, l. 85.)  As I explain above, customers 308 

exist at these usage levels and the bill impacts for those customers should not be ignored when 309 

setting rates. 310 

                                                           
1 Illinois Commerce Commission, Comparison of Electric Sales Statistics, available at: 
http://www.icc.illinois.gov/reports/report.aspx?rt=7 , last accessed June 28, 2014.   

http://www.icc.illinois.gov/reports/report.aspx?rt=7
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Q. What would you say to people who might claim that SFV pricing does not allocate to 311 

these "extreme" residential customers their fair share of delivery costs?   312 

A. I would say what the Company has consistently said in the past and now - the current 313 

percentage of DS-1 revenues collected through fixed charges (44.8%) is conservative compared 314 

to the actual fixed costs of delivery service (at least 70%).  If anything, the evidence supports an 315 

even higher customer charge for the DS-1 class than what the Commission approved in its March 316 

19, 2014 Order.  The Commission introduced SFV pricing to bridge the gap in delivery costs 317 

paid by heating and non-heating residential customers.  The belief then was that revenues needed 318 

to be shifted from higher-use, electric space-heating customers to lower-use residential 319 

customers.  To unwind SFV pricing now would undermine that progress and broaden once more 320 

that gap.  321 

C. January and August 2015 Delivery Bill Impacts  322 

Q. In his direct testimony, Mr. Rubin discusses the January delivery bill impacts to the 323 

"median customer" in the highest-usage grouping.  (AG Ex. 3.0, ll. 145.)  Does the 324 

structure of Mr. Rubin's rate group analysis understate the potential January bill impacts 325 

to electric space-heating customers? 326 

A. Yes.  By using the median January usage for his rate group T (e.g., 3,224 kWh for 327 

January for Rate Zone III), a rate group that ranges from 24,196 kWh to 125,000+, Mr. Rubin 328 

understates the severity of the bill impacts to highest-usage residential customers.  Ameren 329 

Exhibit 4.4 shows January 2014 usage amounts for AIC's residential customers.  Over 77,000 330 

AIC residential customers had usage in January 2014 of 3,224 kWh or greater - Mr. Rubin's 331 

usage range for his highest 5% customer group.  And the median usage in January 2014 for 332 

group T across the three rate zones is 4,791 kWh - a difference of 48% from the median for Mr. 333 



Ameren Exhibit 4.0RH 
Page 16 of 32 

Rubin's group T.  This exhibit demonstrates the breadth and severity of the undue delivery bill 334 

impacts that could materialize in non-summer months under the AG rate design. 335 

Q. Mr. Rubin, in his direct testimony, states that the AG rate design increases most 336 

customers' bills during peak summer usage periods, but that the summer increases are 337 

offset for many customers with lower bills during the non-summer months.  Do you agree? 338 

A. That might be the case for most non-heating electric customers.  Again, it would depend 339 

on the usage characteristics of the particular non-heating electric customer.  But most electric 340 

space-heating customers would see higher January bills and higher August bills under the AG 341 

rate design. 342 

Q. Mr. Rubin also claims that residential customers who use electricity space heating 343 

tend to have lower summer consumption.  Do you agree? 344 

A. No.  I believe Mr. Rubin reaches this erroneous conclusion because of the way he 345 

identifies who he believes is a space-heat customer.  In Mr. Rubin's direct testimony in the initial 346 

phase of this proceeding, he determines that a customer is an electric space-heat if their “winter 347 

peak month month’s electricity consumption was at least twice as high as its summer peak 348 

month’s consumption.”  (AG Ex. 2.0, ll. 162-163).  Using that criterion will exclude many space-349 

heat customers.  In fact, the 18,000 kWh, 36,978 kWh, and 60,253 kWh space-heat profiles I 350 

show in Ameren Exhibits 2.1RH-C, 2.4RH, 2.5RH, 2.6RH, 2.7RH-2C, 2.9RH-C, 4.1RH and 351 

4.2RH would not qualify under Mr. Rubin's definition of space-heat.  Those customer profiles 352 

have peak winter usage that is less than two times peak summer usage.  It is not surprising Mr. 353 

Rubin's incomplete space-heat group uses less energy in the summer than his non-heat group.  354 

His space-heat/non-space heat grouping methodology was designed to produce that answer.  355 

Prior to 2007, AmerenCIPS and AmerenIP both had special space-heat tariff provisions for 356 
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customers.  Those premises identifiers have been retained for power supply billing, and 357 

examining data from 2013 for those premises shows that space-heat and non-space heat summer 358 

customer usage is nearly very close, not far apart as claimed by Mr. Rubin.  359 

Legacy 
Company, 

Price Category 

Average 2013 
Summer kWh 

Usage per 
Service Point 

CIPS-SH          4,296  
CIPS-NSH          4,087  
IP-SH          3,651  
IP-NSH          3,867  

Q. What do the August 2015 bill impacts demonstrate about the AG rate design? 360 

A. The August 2015 bill impacts further drive home the point that the AG rate design simply 361 

does not more accurately reflect differences in the cost of serving lower-use and higher-use 362 

residential customers, as Mr. Rubin claims.  Mr. Rubin's analysis has not shown that it costs AIC 363 

more to deliver electricity to a customer's residence in August than it does in January.  Thus, 364 

there is no cost basis justification for the Commission to redesign DS-1 rates to recover a greater 365 

amount of revenue through the variable portion of the delivery bill. 366 

D. Total Bill Impacts (2007 versus 2015) 367 

Q. Mr. Rubin's testimony suggests that in 2007, the Commission and Staff were 368 

concerned with residential bill impacts caused by increases in generation supply charges.  369 

(AG Ex. 3.0, ll. 180-186.)  Was an increase in generation supply charges the only factor 370 

adversely impacting residential bills in 2007? 371 

A. No.  Ameren Illinois was exiting the era of fully integrated bundled rates and beginning 372 

the restructured era where customers had complete access to 3rd party retail electric suppliers.  373 

Ameren Illinois rates were completely restructured; all customers took Delivery Services rates 374 
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and customers had the option to take Ameren Illinois power supply tariffs.  Virtually no 375 

residential customers took power from a 3rd party provider until well after 2007.  In addition, any 376 

embedded discounts for bundled service, from which residential customers may have benefited 377 

during the 10-year rate freeze, expired in January 2007, when new, unbundled delivery rates 378 

based on updated rate base and operating expense items took effect.  It was the combination of 379 

delivery service, and power supply, and transmission service rates relative to the fully bundled 380 

prices customers paid prior to 2007 that adversely impacted residential bills in 2007.   381 

Q. Mr. Rubin claims that the types of rate impacts that residential customers will see 382 

between 2014 and 2015 would be "nothing like" and a "far cry" from the experience in 383 

2007.  (AG Ex. 3.0, ll. 188, 209.)  What is your response? 384 

A. The overnight change in rates is not expected to be as great in the 2014/2015 era as it was 385 

in the 2006/2007 era.  That does not mean customers, especially large-use customers, will not 386 

experience undue bill impacts.  The AG rate design will cause some large-use customers to 387 

experience delivery service increases over 50% in January and over 60% in August.  (See Rate 388 

Zone I, Ameren Exhibit 2.7RH-2C.)  In contrast, the approved AIC rate design will trigger 389 

increases of about 32% in January and 31% in August for the same customers.  (See Rate Zone I, 390 

Ameren Exhibit 2.6RH.)  Moreover, we face a large unknown near mid-2015.  The Ameren 391 

Illinois power supply prices will once again be reset for June 2015 through May 2016.  We 392 

expect prices to increase from current levels, but do not know by how much.  Current residential 393 

Basic Generation Service (BGS) prices average just below 4 cents/kWh.  Including the existing 394 

Transmission Service price results in a "price to beat" of about 4.6 cents/kWh.  In contrast, 12 395 

month supply offers on pluginillinois.org show values ranging from about 5.25 to 7.25 396 
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cents/kWh.  BGS prices are likely to increase in June 2015, adding to any Delivery Services 397 

increase granted in Docket No. 14-0317.   398 

Q. Mr. Rubin also claims that his total bill analysis shows that the AG rate design is 399 

"much fairer to all residential customers" than AIC's rate design.  (AG Ex. 3.0, ll. 238-400 

239.)  Do you agree? 401 

A. No, I disagree for two reasons.  First, the rate design approved by the Commission is 402 

closer to a cost-based rate design than the AG rate design method, for the reasons I stated earlier 403 

in this proceeding.  Having customers pay rates that recover the cost of the delivery services 404 

provided is the best measure of fairness.  Because AIC's rate design is closer to cost-based, it is 405 

the most fair.  Second, in times of rapidly increasing costs, customers may perceive that a fair 406 

distribution of rates is one that applies relatively equally to all customers.  The approved 44.8% 407 

SFV rate design distributes the residential delivery service increase much more evenly than the 408 

AG rate design.  (See and compare Ameren Exs. 2.10RH and 2.11RH-C.)  409 

Q. Mr. Rubin states that he does not believe that supply charges should affect 410 

distribution rate design and that "[d]istribution rates should be based on the costs that 411 

customers cause a utility to incur to distribute the electricity."  (AG Ex. 3.0, ll. 251-253.)  412 

Do you agree with those general statements? 413 

A. No.  In an ideal world, it would be nice if we could set delivery service rates and not 414 

worry about other bill impacts that customers are experiencing.  This naive approach, in part, led 415 

to the significant undue bill impacts that residential customers experienced in early 2007.  416 

Disconnecting delivery service rates from other utility service rates that customers pay also 417 

ignores the practice that the Commission has routinely used since 2007.  In Docket No. 07-0165, 418 

power supply and delivery service rates were both adjusted to more evenly distribute customer 419 
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bill impacts.  In Docket No. 09-0306, power supply rates were once again adjusted concurrently 420 

with delivery service rates to manage customer bill impacts.  The Proposed Order in Docket No. 421 

11-02792 also approved a plan to adjust BGS prices concurrently with delivery service rates.  In 422 

June 2012, June 2013, and June 2014, BGS prices were adjusted through Rider PER provisions 423 

that considered both power supply and delivery services price changes, and limited BGS price 424 

movement if certain bill impact thresholds were exceeded.  History has shown, and past practice 425 

has proven, that it is permissible and appropriate to pay attention to residential customer total 426 

bills when making non-uniform price changes.     427 

Q. Have you looked at the average power supply charges over time for space-heating 428 

and non-space-heating residential customers? 429 

A. Yes.  I have examined power supply prices customers paid from 2008 through those 430 

effective this June, 2014, for customer profiles used in many of my exhibits (Ameren Exhibits 431 

2.1RH-C, 2.4RH, 2.5RH, 2.6RH, 2.7RH-2C, 2.9RH-C, 4.1RH and 4.2RH).   The chart below 432 

shows the results for Rate Zone III (former AmerenIP).   433 

                                                           
2 The electric tariffs filed under Section 9-201, which were the subject of Docket No. 11-0279, were withdrawn,   
once the Company elected to become a "participating utility" under the EIMA.   
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 434 

Q. What conclusions do you draw from average power supply charges for space-435 

heating and non-space-heating residential customers? 436 

A. From January 2008 to June 2014, larger-use electric space-heat customers have received 437 

power supply increases while small-use customers and non-electric heat customers received 438 

power supply decreases.  The average price for the 5,000 kWh and 10,000 kWh non-space heat 439 

profiles was over 7 ¢/kWh in 2008 and is now about 3.8 ¢/kWh, a decrease of about 46%.  In 440 

contrast, the average price in 2008 for the 36,974 kWh and 60,253 kWh profiles was about 3.2 441 

¢/kWh, and in 2014 is about 3.8 ¢/kWh, or an increase of about 18%.   442 

The results for Rate Zone I – Metro-east are close to those experienced in Rate Zone III.  443 

The non-heat 5,000 kWh and 10,000 kWh profiles experienced approximately 50% decreases 444 

while large use space-heat profiles experienced rate increases of about 12%.  In Rate Zone I 445 

 $-

 $0.0100

 $0.0200

 $0.0300

 $0.0400

 $0.0500

 $0.0600

 $0.0700

 $0.0800

Jan 2008 May 2010 June
2012

June
2013

June
2014

Av
er

ag
e 

Co
st

 p
er

 k
W

h 
Rate Zone III Annual Average Power 

Supply Price for Various Usage Profiles 
Over Time 

5,000 NSH

10,000 NSH

10,000 SH

26,066 SH

26,252 NSH

36,974 SH

60,253 SH



Ameren Exhibit 4.0RH 
Page 22 of 32 

excluding Metro-east and in Rate Zone II, again non-space heat profiles experienced decreases 446 

nearing 50%.  The largest electric profiles experienced decreases of about 13% in Rate Zone II 447 

and 34% in Rate Zone I (non-Metro east).  Across all Rate Zones, smaller use and non-heating 448 

customers have experienced power supply rate decreases since 2008.   449 

Q. Despite his beliefs, Mr. Rubin acknowledges that the Commission may wish to 450 

consider total bill impacts to ensure that the timing of distribution rate design changes does 451 

not adversely affect customers' total bills.  (AG Ex. 3.0, ll. 253-259.)  He goes onto claim 452 

that "this would be an ideal time to adopt the AG's proposed rate design" because of the 453 

decline of AIC's price to compare.  Do you agree with Mr. Rubin's assessment? 454 

A. No.  The "customer protection model" presented in Ameren Exhibit 2.12RH-C does 455 

consider the effect of the June 2014 power supply update, and even under the approved rate 456 

design using 44.8% SFV, rate changes are too great at this time to warrant additional changes.  457 

Adoption of the AG rate design would exacerbate already significant changes.  We know that 458 

delivery service rates are going to increase, disproportionately so for larger-use customers if the 459 

AG rate design was adopted.  As shown in Ameren Exhibit 2.12RH-C, the change in delivery 460 

service, power supply, and transmission service prices are too great at this time to warrant 461 

movement in rate design.  Further and as previously mentioned, power supply prices beyond 462 

June 2015 are unknown, and are likely to increase, creating additional increases impacting the 463 

electricity bills for large-use customers.  464 

E. Delivery Bill Impacts (2007 versus 2015) 465 

Q. Mr. Rubin states that his analysis of AIC residential delivery bills for rates effective 466 

in January 2008 to present shows that AIC's rate design "has resulted in substantial 467 

increases to lower-use customers" and "has created and will continue to create tremendous 468 
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disparity among residential customers."  (AG Ex. 3.0, ll. 270-271, 293-294.)  He claims that 469 

the AG rate design "would eliminate those extreme impacts and collect revenues in a 470 

manner that is much fairer to all residential customers."  (AG Ex. 3.0, ll. 300-301.)  How do 471 

you respond to those allegations? 472 

A. Mr. Rubin has not recognized that delivery service and power supply rates were set 473 

concurrently in January 2008, and again in May 2010.  Also, Rider PER tariff provisions started 474 

in June 2012, and repeated for prices effective in June 2013 and again in June 2014, providing 475 

benefits to lower-use customers by increasing non-summer prices for those supply categories 476 

with discounts for use over 800 kWh, and using the proceeds to lower prices for the first 800 477 

kWh of non-summer use.  The Rider PER provisions considered the impact to customer total 478 

bills to limit increases to predominantly larger-use electric space-heat customers.  Low-use 479 

customers benefited from this structure.  Looking at Ameren Exhibit 2.4RH for the 5,000 kWh 480 

general use customer shows a $624 annual total bill in Rate Zone I, $622 in Rate Zone I – Metro-481 

east, $658 in Rate Zone II, and $633 in Rate Zone III (modeling 2008 prices).  Ameren Exhibit 482 

2.6RH shows projected 2015 total bills under the Commission approved 44.8% SFV rate design 483 

for the same 5,000 kWh profile.  In Rate Zone I and Rate Zone I – Metro-east, the total bill is 484 

projected to be $625, or $1 more and $3 less, respectively, over the 7 year period.  In Rate Zone 485 

II the total bill impact is projected to be $620, or $38 less, and in Rate Zone III, $648, or $15 486 

more over the 7 year period.  Total customer bills over the 7 year period have been level.  The 487 

rate design method proposed by the AG would result in rate decreases in 2015 over rates paid in 488 

2008.   489 

In contrast, the same is not true for larger electric space-heat customers, especially those 490 

that were recipients of deeply discounted non-summer power supply pricing for use over 800 491 
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kWh, namely customers in Rate Zone I – Metro-east and Rate Zone III space heat.  As stated 492 

previously, discounted non-summer power supply pricing has been gradually reduced, and now 493 

eliminated, in a way that considered the impact on the customer’s total bill.   494 

In 2008, the Rate Zone I – Metro-east customer use profiles at 36,978 kWh and 60,253 495 

kWh had total bills of $2,249 and $3,636, respectively.  (Ameren Ex. 2.4RH.)  The 2015 496 

projected total bill under the Commission approved 44.8% SFV rate design is $2,613 ($364 more 497 

than in 2008, or 16%) and $4,199 ($563 more than in 2008, or 15%), respectively, for the 36,978 498 

kWh and 60,253 kWh profiles.  (Ameren Ex. 2.6RH.)  The rate design method proposed by the 499 

AG would result in even greater increases in 2015 over rates paid in 2008.  The 2015 projected 500 

total bill under the AG rate design is $2,708 ($459 more than in 2008, or 20%) and $4,438 ($802 501 

more than in 2008, or 22%), respectively, for the 36,978 kWh and 60,253 kWh profiles.  502 

(Ameren Ex. 2.7RH-2C.) 503 

In 2008, the Rate Zone III customer use profiles at 36,978 kWh and 60,253 kWh had 504 

total bills of $2,361 and $3,843, respectively.  (Ameren Ex. 2.4RH.)  The 2015 projected total 505 

bill under the Commission approved 44.8% SFV rate design is $2,956 ($595 more than in 2008, 506 

or 25%) and $4,751 ($908 more than in 2008, or 24%), respectively, for the 36,978 kWh and 507 

60,253 kWh profiles.  (Ameren Ex. 2.6RH.)  The rate design method proposed by the AG would 508 

result in even greater increases in 2015 over rates paid in 2008.  The 2015 projected total bill 509 

under the AG rate design is $3,103 ($742 more than in 2008, or 31%) and $5,072 ($1,229 more 510 

than in 2008, or 32%), respectively, for the 36,978 kWh and 60,253 kWh profiles.  (Ameren Ex. 511 

2.7RH-2C.) 512 
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Counter to Mr. Rubin’s impression, it is the large-use, especially large-use electric space-513 

heat customers who will experience rate increases from 2008 to 2015, while small-use customers 514 

will experience little to no change.   515 

IV. RESPONSE TO STAFF WITNESS MS. HARDEN 516 

Q. Have you reviewed the direct testimony on rehearing of Staff witness Ms. Harden? 517 

A. Yes.  I have reviewed the direct on rehearing of Ms. Harden, ICC Staff Exhibit 1.0R, and 518 

her accompanying exhibits. 519 

Q. Have you also reviewed Ms. Harden's responses to AIC discovery requests 520 

regarding her direct testimony? 521 

A. Yes.  And I will reference a number of Ms. Harden's responses in my rebuttal testimony 522 

below.  I have grouped these responses together and attached them as Ameren Exhibit 4.5RH. 523 

Q. What does Ms. Harden recommend in her direct testimony on rehearing? 524 

A. Ms. Harden offers up a conditional, alternative rate design, "[i]f the Commission is 525 

inclined to move away from an SFV rate design…."  (ICC Staff Ex. 1.0R, ll. 43-44.)  Her 526 

conditional, alternative rate design assumes that AIC would recover 36% of its delivery service 527 

costs through the fixed charges on the customers' delivery bill.  Ms. Harden suggests that her 528 

conditional, alternative 36% rate design could be implemented for rates effective for the January 529 

2015 billing period and "additional steps in either direction can be taken in future dockets."  530 

(ICC Staff Ex. 1.0R, ll. 331-332.) 531 
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Q. Should the Commission move away from an SFV rate design and adopt Ms. 532 

Harden's conditional, alternative rate design? 533 

A. No.  For the reasons stated above and in my direct on rehearing and in Mr. Nelson's direct 534 

and rebuttal testimony on rehearing, the Company's position is that the evidence in the record 535 

does not justify the Commission reversing its previous decisions, which encouraged and 536 

approved the use of SFV pricing in the design of DS-1 rates.  The current status quo SFV 537 

percentage (44.8%) approved in the March 19, 2014 Order should be maintained until the issue 538 

is revisited in a subsequent electric rate redesign proceeding.  Any downward movement in the 539 

SFV percentage is not supported and would improperly increase the delivery cost burden for 540 

higher-use residential customer. 541 

Q. Did Ms. Harden identify a basis for her conditional, alternative rate design? 542 

A. Yes.  Ms. Harden considers her alternative rate design to be a "middle ground" proposal 543 

that produces delivery bill impacts that would "fall between" the impacts produced by the AG's 544 

rate design and AIC's rate design.  (ICC Staff Ex. 1.0R, ll. 17, 43, & 285.)   545 

Q. Is the sole basis for Ms. Harden's conditional, alternative rate design? 546 

A. Yes. In response to AIC-Staff 10.10, Ms. Harden admits that the sole basis for her 547 

conditional, alternative rate design is the fact that it produced delivery bill impacts that fall 548 

between the bill impacts that would be produced by the AG and AIC proposals. 549 
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Q. Did Staff consider any other different rate design when preparing its direct 550 

testimony on rehearing? 551 

A. No.  Ms. Harden confirmed in response to AIC-Staff 10.11 that Staff did not consider any 552 

other different rate design when preparing its direct testimony other than its so-called "middle 553 

ground" approach. 554 

Q. Ms. Harden refers to the AG rate design as "traditional."  Do you agree with that 555 

characterization? 556 

A. It is unclear what Ms. Harden means by "traditional," as the term is undefined in her 557 

testimony.  But if by "traditional" Ms. Harden means "long-established," SFV pricing has been 558 

incorporated into DS-1 rates since May 2010 - before the merger of the predecessor utilities.  559 

The four and one half years of SFV pricing would exceed the three and one half years that 560 

unbundled delivery rates existed without SFV pricing after the rate freeze ended.  In addition, by 561 

that same measure, SFV pricing in AIC's unbundled residential gas delivery rates would be 562 

"traditional." 563 

Q. Is Ms. Harden's conditional recommendation different from Staff's 564 

recommendation in the initial phase of this proceeding? 565 

A. Yes.  In her direct testimony in the initial phase of this proceeding, Ms. Harden 566 

recommended that the Commission adopt the Company's proposal to increase the SFV 567 

percentage of DS-1 revenues collected through fixed charges. 568 

Q. Did Staff previously support AIC's use of SFV rate design in earlier rate cases? 569 

A. Yes.  In Docket Nos. 09-0306 (cons.), Staff witness Mr. Lazare reviewed the Company's 570 

proposal to have SFV pricing for electric residential customers.  Mr. Lazare did not oppose the 571 
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Company's proposal since it was "consistent" with the Commission's "expressed preferences" 572 

and "consistent, strong interest in the adoption of SFV-based rate designs for utility service."  573 

(ICC Staff Ex. 7.0, ll. 551-556.)   574 

Q. Has Staff now abandoned its previous support of the use of SFV rate design in 575 

AIC's residential electric delivery rates? 576 

A. No.  Staff's responses to AIC-Staff 10.01 and AIC-Staff 10.03 confirmed that Staff has 577 

not abandoned its previous support of the use of SFV pricing in the design of AIC's residential 578 

electric delivery rates.   579 

Q. Did Ms. Harden identify a cost basis for her conditional, alternative rate design? 580 

A. No.  Ms. Harden's testimony does not identify the cost basis for her conditional, 581 

alternative rate design.  And when AIC pressed Ms. Harden to identify the cost basis for her 582 

conditional, alternative rate design, in AIC-Staff 10.07, she provided an answer that restated her 583 

direct testimony on rehearing without mention of any cost basis.  584 

Q. Does Ms. Harden believe that the AG rate design better reflects the cost of serving 585 

lower-use and higher-use customers? 586 

A. No.  In response to AIC-Staff 10.04S, Ms. Harden admitted that she has not agreed with 587 

Mr. Rubin's theory that his rate design more accurately reflects the cost of serving lower-use and 588 

higher-use residential customers.  In response to AIC Staff 10.05S, Ms. Harden also conceded 589 

that she does not have the opinion that the rate design for AIC’s DS-1 class, as approved in the 590 

Commission’s March 19, 2014 order, does not adhere to principles of cost causation.   591 
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Q. Is there a cost basis for Mr. Harden's conditional, alternative rate design? 592 

A. No.  Granted, Staff's conditional, alternative rate design allows for a larger percentage of 593 

fixed delivery costs to be collected through fixed charges than the AG rate design.  But as I 594 

indicated above, the movement away from current SFV pricing, which is inherent in Ms. 595 

Harden's conditional, alternative rate design, is a step in the wrong direction.  To that extent, Ms. 596 

Harden's alternative proposal does not adhere to the principle of cost causation, relative to AIC's 597 

proposal to maintain the status quo percentage; she splits the baby simply for the sake of splitting 598 

the baby.  Picking the middle point between AIC's reasonable, cost-based proposal and the AG's 599 

immediate elimination of SFV pricing is not the appropriate rate design. 600 

Q. In Ms. Harden's direct, she states that "conservation can help a customer's bill 601 

lower."  (ICC Staff Ex. 1.0R, l. 264.)  Does Staff believe that the existing SFV rate design, 602 

as approved in the March 19, 2014 Order, does not encourage residential customers to 603 

reduce energy usage and increase energy efficiency? 604 

A. No.  In response to AIC-Staff 10.08S, Ms. Harden admitted that she did not believe that 605 

the existing SFV rate design discourages energy conservation and efficiency.   606 

Q. Would you consider Ms. Harden's conditional, alternative rate design to be 607 

consistent with the principle of gradualism? 608 

A. No.  As Mr. Nelson and I state, we don't think that any decrease in the status quo SFV 609 

percentage is justified at this point in time.  But certainly immediately decreasing the SFV 610 

percentage from 44.8% to 36% for rates effective for the January 2015 billing period, in my 611 

opinion, would not be consistent with the principle of gradualism, especially considering the 612 

anticipated, incremental rate increase that will take effect for the January 2015 billing period. 613 
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Q. Is Ms. Harden confident that her conditional, alternative rate design would avoid 614 

undue bill impacts for higher-use customers? 615 

A. Apparently not.  In her direct testimony on rehearing, Ms. Harden states that her 616 

conditional, alternative "could mitigate high bill impacts for higher-use customers…."  (ICC 617 

Staff Ex. 1.0R, l. 286.)  When pressed in discovery whether she believed that her alternative 618 

"will not cause electric space-heating customers to experience undue delivery bill impacts for 619 

rates effective for the January 2015 billing period, Ms. Harden restated her direct testimony that 620 

it "could," in response to AIC-Staff 10.13. 621 

Q. Do you believe that Ms. Harden's alternative rate design would avoid undue 622 

delivery bill impacts for rates effective for the January 2015 billing period? 623 

A. No.  An alternate rate design targeting an approximate 36.4% SFV would still result in 624 

bill impacts to larger use customers much greater than those under the previously approved 625 

44.8% SFV rate design.  Ameren Exhibit 4.2RH shows the estimated bill impacts under a Staff 626 

alternate (36%) side by side with the estimated bill impacts under the 44.8% rate design.  Under 627 

the previously approved 44.8% AIC rate design, delivery service increases are densely clustered 628 

around the class average increase amount in Rate Zones I and III.  In Rate Zones I, the class 629 

average increase is 29.9%, and estimated increases range from 28.5%, or $82.59, for a 5,000 630 

kWh general use customer to 31.5%, or $308.57, for the 60,253 kWh space-heat profile.  In 631 

contrast, the alternate 36.4% SFV rate design would expand the range of increases to 21.7%, or 632 

$63.03, and 43.7%, or $427.76, for the 5,000 kWh and 60,253 kWh customer profiles, 633 

respectively.   634 

In Rate Zone III the class average increase is 22.5%, and increases range from 20.6%, or 635 

$300.62, for the 60,253 kWh space-heat customer profile to 23.4%, or $75.85, for the 5,000 kWh 636 
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general use profile.  The alternate 36.4% SFV rate design would expand the range of increases 637 

from 17.4%, or $56.43, for the 5,000 kWh general use profile to 31.6%, or $460.70, for the 638 

60,253 kWh space-heat customer profile.   639 

In Rate Zone II, the class average increase is 17.6%, and increases range from 11%, or 640 

$126.61, for the 60,253 kWh space-heat customer profile to 21%, or $64.43, for the 5,000 kWh 641 

general use customer profile.  The alternate 36.4% SFV rate design would switch the range of 642 

increases to be more severe to larger use customers.  Ameren Exhibit 4.2RH shows the 5,000 643 

kWh general use profile annual increase to be 14.6%, or $44.87, and 21.4%, or $245.80, for the 644 

60,253 kWh space-heat customer profile.  645 

Q. Is there a way to ensure that undue delivery bill impacts could be minimized, if the 646 

Commission is inclined to lower the percentage of delivery costs that are collected through 647 

the fixed charges? 648 

A. Yes.  The use of the customer protection mechanism that I discussed in my direct 649 

rehearing testimony should instead be adopted. (Ameren Exs. 2.0RH (2d Rev.), pp. 35-40, ll. 650 

755-857, & 2.12RH-C.)  The model appropriately balances the impact of annual changes in 651 

delivery service and power supply prices prior to making incremental rate design changes that 652 

could exacerbate undue bill impacts.  A similar model has worked within Rider PER for the past 653 

three years, and was successful in transitioning away from discounted power supply prices for 654 

non-summer use over 800 kWh.  I am not aware of any public outcry that has occurred from 655 

operation of the Rider PER model.  Similarly, undue customer bill impacts could be minimized 656 

by using the customer protection model to transition delivery service rates to an alternate SFV 657 

design. 658 
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V. CONCLUSION 659 

Q. Does this conclude your rebuttal testimony on rehearing? 660 

A. Yes, it does. 661 
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