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STATE OF ILLINOIS 

 
      ILLINOIS COMMERCE COMMISSION 

 
  

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

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

 
CORRECTED REPLY BRIEF ON REHEARING OF 

THE PEOPLE OF THE STATE OF ILLINOIS 
 
The People of the State of Illinois, by Attorney General Lisa Madigan (“AG” or “the 

People”) submit the following Corrected Reply Brief on Rehearing in this proceeding. 

I. INTRODUCTION 

The People’s Initial Brief on Rehearing (“IBRH”) presented their proposed rate design 

for residential customers of Ameren Illinois Company (“AIC” or “Ameren” or the “Company”), 

including its justification in the Company’s own embedded cost of service study, and showed 

that the total bill impacts of this rate design in 2015 would be reasonable for all levels of usage.  

Ameren’s IBRH, by contrast, proposes to retain the status quo rate design, which recovers 44.8% 

of revenues from the residential class through fixed per-customer charges, notwithstanding that 

the Company’s cost-of-service study shows only 28.03% of costs in the residential class to be 

customer-related.  Coupled with the pending revenue requirement increase under Docket No. 14-

0317, Ameren’s currently-pending annual formula rate update, Ameren’s proposal would cause 

higher distribution bills in 2015 than would the People’s proposal for half of customers on an 

annual basis, and for around 70-80% of users in winter 2015 months.  The People’s IBRH also 
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showed that on a total bill basis, high-use space-heat customers will not experience rate shock in 

next year’s winter months under the AG proposal.  Ameren’s IBRH also contains a number of 

distortions and misstatements of the evidentiary record that cannot be allowed to form the basis 

of the Commission’s decision in this proceeding on rehearing. 

II. HISTORICAL BACKGROUND 

A. Despite Ameren’s Claims, Space-Heating Customers Have Experienced Total 
Bill Decreases Since 2008. 

 
The People have demonstrated that the analysis offered by Company witness Leonard M. 

Jones shows that in January 2008, the total bills for space-heating customers decreased by 

double-digit percentages compared to 2007.  AG IBRH at 8.  Evidence in the record also shows 

that total bills for space-heating customers continued to decrease after 2008, all the way to the 

present day.  Ameren presents a graph in Appendix B to its Initial Brief on Rehearing that was 

not previously in the evidentiary record, although the underlying data was.  That graph, which 

the People reproduce immediately below, shows that customers at all usage levels have seen 

reductions in total bills over the last 6.5 years.   

In each usage category, the first three vertical bars show total annual bills for the periods 

starting January 2008, May 2010, and January 2014.  A cursory glance at the first three vertical 

bars in each of the four usage categories depicted shows that total bills have declined for all four 

of these usage levels, including the two space-heating usage levels1, over the past 6.5 years.  A 

glance at the data depicted on the graph demonstrates that the legend Ameren inserted to the 

effect that “High Use space-heat customers have experienced steady increases” is patently false.  

                                                
1 While it is true that the Appendix B graph shows that the People’s proposal would result in a marginally 

higher 2015 total bill than under the AIC proposed (status quo) design for Rate Zone I users at approximately 
37,000 and 60,000 kilowatt-hours of annual usage, it should be noted that 37,000 kWh is above the 99.37th 
percentile of usage, according to AIC Exhibit 2.8RH, and 60,000 kWh is at the 99.92th percentile of usage. 
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It should also be noted that, according to the fourth vertical bar in each usage category shown in 

the graph, Ameren’s requested Docket No. 14-0317 revenue requirement increase alone, with a 

retention of the status quo rate design, would appreciably increase the total bill for each usage 

level. 

 

Graph taken from Appendix B to Ameren’s Initial Brief on Rehearing. 

 

The Commission opened this rehearing to give all parties the opportunity to present 

evidence showing the rate changes experienced by different residential usage levels since 2007.  

While the data presented is accurate, Ameren’s argument is contradicted by the very data it 
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presents.  Clearly, the Commission should focus on actual data on rate effect and disregard 

arguments that are not supported or even implied by the data. 

B. Despite Ameren’s Claims, Space-Heating Customers Have Experienced 
Supply Rate Decreases Since 2007. 

 
Ameren makes a similar misstatement at page 9 of its Initial Brief on Rehearing, 

asserting that “from January 2008 to June 2014, small-use, non-electric heat customers have 

received power supply price decreases, while larger-use, electric space-heat customers have 

received power supply increases,” citing a graph in Mr. Jones’s rebuttal testimony on rehearing, 

AIC Ex. 4.0RH at 21:434, reproduced as Appendix A to the Company’s IBRH.  That graph is 

reproduced below: 

 

Graph taken from Appendix A to Ameren’s Initial Brief on Rehearing. 
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However, a careful look2 at that graph shows that space-heating customers using 10,000 

kilowatt-hours annually and 26,066 kilowatt-hours annually have received power supply 

decreases since January 2008.  Moreover, supply rates are scheduled to fall further in October 

2014, as shown in Ameren’s Exhibit 2.12RH at page 2.  Mr. Jones’s chart shows that only space-

heating customers using over approximately 37,000 kilowatt-hours annually – a level that is 

above the 99.37th percentile of usage among Ameren residential customers3 – have received 

increases in average supply rate over the past 6.5 years. 

The trend of falling supply charges for space-heating customers actually began at the end 

of 2007.  As Mr. Jones stated in his direct testimony on rehearing, non-summer supply rates over 

800 kWh were cut at the end of 2007 following Docket No. 07-0165.  AIC Ex. 2.0RH (2nd Rev.) 

at 16:358.  Indeed, in January 2007, space-heating customers’ BGS-1 supply rate for usage 

above 800 kWh in a single month was approximately 5.9 cents in Rate Zone I and 5.8 cents in 

Rate Zone III, but then the space-heating tail-block rate fell to approximately 2.7 cents and 1.0 

cents, respectively for the two Rate Zones, following Docket No. 07-0165.  Combining that fact 

with the supply rates currently in effect (3.8 to 4.3 cents across the Rate Zones, as shown on AIC 

Ex. 2.12RH at 2), it becomes clear that supply rates for space-heating customers have fallen over 

the 7.5 years since January 2007. 

While the effect of the 2006 rate changes on large-use space heat customers was 

extraordinary (up to 200%, according to the Staff Report submitted as AG Exhibit 3.08), the rate 

and bill changes since that time have generally benefited customers who consume more energy 

because of the decline in energy supply rates.  The promotional rate that all-electric, space-

heating customers had received had the effect of reducing the average cost per kWh for very 

                                                
2 Ameren’s Appendix A graph is comprehensible only with its various colors and thus is best viewed on a 

compute r screen. 
3 AIC Ex. 2.8RH. 
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large users; the Commission properly phased out that promotional rate in recent years.4  Non-

promotional supply rates, applicable to all customers today, have benefited all but the very 

largest 0.63% of customers.  Ameren selects a sliver of evidence, and then draws a conclusion 

that is inapplicable to the overwhelming majority of Rate Zone III customers by suggesting that 

“large use space-heating customers have received power supply increases” while “small use” 

customers have somehow benefited.   

III. RATE DESIGN THEORY 

AG witness Scott J. Rubin established in his original direct testimony that Ameren’s own 

embedded cost of service study shows that approximately 72% of its costs5 in the residential 

class are demand-related.  AG Ex. 1.0 at 16:319-321; AG Ex. 1.13.  He further showed that 

under widely accepted theories of utility economics, capacity or demand-related costs should be 

treated as variable.  AG Ex. 2.0 at 3.  His analysis is simple, based on the Company’s own data, 

and rooted in decades of utility ratemaking principles. 

Responding to a request6 in the Commission’s Order in this case, Ameren now attempts 

to present a contrary theory of rate design.  Citing Mr. Jones’s direct testimony on rehearing, 

Ameren argues that “the majority of the delivery service assets are already in place, stand ready 

to serve customers’ demands (regardless of when they occur), and do not fluctuate based on 

changes in the customers’ monthly demand.”  AIC IBRH at 13.  Ameren cites a scenario 

                                                
4 AIC Cross Exhibit 8 at 2-5 (discounted BGS-1 rates for Ameren’s space-heating customers and customers 

using more than 800 kWh monthly were eliminated after May 2013); AIC Ex. 7.0 at 26:576-578 (“[c]ustomers 
within Rate Zone I and Rate Zone III previously received discounted electricity for electric space-heat use”). 

5 Mr. Rubin’s original direct testimony, analyzing Ameren’s embedded cost of service study from Docket 
No. 13-0301, showed that 71.9% of residential class costs were demand-related and 28.1% were customer-related.  
The most recent embedded cost of service study, from Docket No. 14-0317, shows that 71.97% of residential class 
costs are demand-related and 28.03% are customer-related.  AIC Ex. 4.0RH at 8:167-168. 

6 “[T]here is much disagreement between the parties on the topic of fixed versus variable costs, and as such, 
the Commission would suggest further analysis be done in order to present a more suitable accounting methodology 
for these costs.”  Order, Docket No. 13-0476, March 19, 2014, at 101. 



 
 

7 
 

presented by Mr. Jones: “if a hypothetical general-use residential electric customer, whose 

residence was originally gas heated, were to convert to using electricity to heat the premises, 

even though the customer’s annual use would increase, generally speaking such a conversion 

would not require any change in the electric facilities required to serve that customer,” according 

to AIC design engineers (as reported by Mr. Jones).  Id.  Ameren thus avers that “there is not an 

incremental, material cost to service the higher-use residential customer.”  Id. at 14.   

However, it is undisputed that according to Ameren’s cost-of-service study, 

approximately 72% of costs in the residential class are demand-related.   Moreover, for 

customers or classes with demand meters, demand-related costs are recovered from customers 

based on actual demand.  For such customers, rates are not set based on immediate incremental 

cost increases from demand changes, but rather, based on each customer’s or class’s fair share of 

demand-related costs.  See, e.g., AIC Ex. 2.7 at 2, 3, 5 (General Service, Large General Service, 

and Temperature Sensitive customers charged delivery rates based on their demand, in terms of 

kilowatts). For residential customers, although a change in demand may not cause an immediate 

incremental change in that customer’s contribution to total demand-related costs, it does change 

the costs allocated to the residential class.  Although residential customers generally do not have 

demand meters, the widespread and fairest way to estimate a residential customer’s demand is in 

proportion to electricity consumption, as Mr. Rubin indicated in his original direct testimony.  

AG Ex. 1.0 at 24:493:505.  Ameren did not refute this common practice or its related theoretical 

basis anywhere in testimony in this proceeding, in either the original or rehearing phase.7 

                                                
7 In his original direct testimony, Mr. Jones stated: “[A] customer with low or no use still requires facilities to stand 
by, ready to serve the customer should they desire to consume electricity. A customer without any use in the year 
would not be allocated any class costs allocated based on demand under Mr. Rubin’s model. The delivery system is 
designed to serve the maximum expected demands of customers.”  AIC Ex. 4.0 at 31:682-32:686.  While Mr. Jones 
pointed out that a customer with zero historic use could potentially or theoretically impose sudden demand on the 
distribution system, he did not establish that such a phenomenon would be anywhere near likely. 
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IV. EFFECTS ON RESIDENTIAL CUSTOMERS OF COMPETING RATE 
DESIGNS 

A. Bill Impact Analyses for 2015 

The bill impact analyses of the People’s proposed rate design demonstrates that the 

People’s rate design, will fairly distribute the impacts of Ameren’s pending distribution rate 

increase while also fairly allocating costs to those customers who cause the costs.  AG IBRH at 

11-15 & App. B-F (AG Ex. 3.02-3.06).   Also, while it is true that the retention of the status quo 

rate design would apply the pending distribution rate increase relatively equally to all members 

of the residential class in 2015, as Ameren argues at page 9 of its IBRH, if the People’s rate 

design were adopted in 2015, any distribution rate increases in subsequent years would be 

applied relatively equally (on a percentage basis) to all members of the residential class, 

assuming the People’s rate design were retained. 

While the People will consider the bill impact statements found in Ameren’s IBRH in 

depth below, they would like to note that the “increases” discussed in the ICC Staff’s Initial 

Brief on Rehearing from pages 6-7 is “for the delivery portion of the bill” only.  Staff Ex. 1.0R at 

4:79-80.  Staff correctly discusses the total bill impacts of the People’s and the Company’s 

proposed rate designs at page 11 of its IBRH: “the Company’s SFV rate design has a bigger 

increase for lower usage levels ranging from a 19.49% increase at the lowest usage and a 7.30% 

increase at the highest usage for RZ I customers. The AG’s traditional rate design has a smaller 

change for lower usage levels, ranging from an 8.89% decrease at the lowest usage and a 14.47% 

increase at the highest usage indicating that conservation can help to keep a customer’s bill 

lower.” 
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B. Ameren’s Hypothetical of Extreme Weather is Misleading in the Extreme. 

Ameren’s IBRH acknowledges that the winter of 2014 was abnormally cold8, but 

repeatedly speculates that the winter of 2015 or future years could be even colder.  For example, 

at page 12 of its IBRH, Ameren presents a calculation about the bill impacts that could result 

from a 30% increase in usage in the winter of 2015, similar to the 30% increase in usage 

experienced in winter 2014 compared to 2013.  At page 20 of its IBRH, Ameren imagines the 

effects of a “particularly cold 2016.”  There is no evidence in the record as to likely future 

weather.  The best guess as to future winters is that they will be at the recent historic average – 

thus reducing usage from the unusually high winter 2014 levels, as the People showed in 

footnote 13 of their IBRH. 

Ameren also employs what can only be described as bad math9 where it attempts to 

describe the effects of the People’s proposed rate design and a hypothetical weather anomaly 

causing markedly increased usage (over and above the unusual weather-induced usage of winter 

2014) upon a putative high-use customer in Rate Zone III: 

For a Rate Zone III space-heat customer using 4,000 kWh in the non-
summer, the 4,000 kWh would cost the customer $30.08 more under 
the AG rate design, and the extra 1,200 of weather induced usage 
would cost $87.66 more under the AG rate design, raising the 
customer’s total cost by $117.73. 
 

This language at page 12 of Ameren’s IBRH is not actually comparing the cost of the 

AG’s proposed rate design to Ameren’s proposed rate design.  Rather, it is based on a passage 

from Mr. Jones’s direct testimony on rehearing, comparing the absolute bill increase that a 

customer would experience in a winter 2015 month compared to the equivalent winter 2014 

                                                
8 “[U]sage in February 2014 was 30% higher than usage in February 2013,” AIC IBRH at 12; “January 

2014 was an abnormally cold month,” id. at 19. 
9 The People also made a math error, which they regret, in their Initial Brief on Rehearing.  The figure 

“0.0008%” on page 18 should have read “0.0008”. 
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month – assuming it is significantly colder than the brutal winter 2014 months and that Ameren’s 

22% pending rate increase is allowed – under the People’s design and also under AIC’s design.   

For a Rate Zone III space-heat customer using 4,000 kWh in the non-
summer, the AIC delivery service proposed prices would cost the 
customer $16.51 more. If the amount were raised another 1,200 kWh 
to account for 30% more weather induced usage, the bill would 
increase another $81.95, for a total increase of $98.45. Under the AG 
rate design, the 4,000 kWh will cost the customer $30.08 more, and 
the 1,200 kWh of weather induced usage would add $87.66, raising the 
customer’s cost by $117.73. 
 

AIC Ex. 2.0RH (2nd Rev.) at 23:502-507. 

In order to understand the numbers Ameren cites in its Initial Brief on Rehearing, the 

Commission needs to know that the above-quoted passage from Mr. Jones’s testimony 

confusingly mixes changes due to distribution rate changes only10, ignoring the pending drop in 

supply charges, with numbers that factor in both distribution and supply charges11.  Factoring in 

pending changes in BGS-1 rates and Rider TS, and using Mr. Jones’s figures, a more 

comprehensive and accurate statement of Mr. Jones’s hypothetical would be as follows: 

                                                
10 This can be seen by a simple calculation using record data.  Page 2 of AIC Exhibit 2.12RH shows that 

the increase in fixed charges for a Rate Zone III residential customer would be $18.95 - $15.11 = $3.84.  The 
increase in distribution usage charges for the first 800 kWh in a non-summer month would be ($0.02425 - $0.01967) 
* 800 = $3.664.  The increase in distribution usage charges for the next 3,200 kWh in a non-summer month would 
be ($0.01695 - $0.01376) * 3,200 = $10.208.  The decrease in electricity distribution tax for all 4,000 kWh would be 
($0.0016906 - $0.0013883) * 4,000 = $1.209.  The net  increase in a non-summer month’s bill for 4,000 kWh of use 
(holding usage constant) solely due to Ameren’s proposed distribution rate increase would thus be $3.84 + $3.664 + 
$10.208 - $1.209 = $16.503, one cent off from the $16.51 stated by Mr. Jones.   

11 Mr. Jones’s stated increase of $81.95 under Ameren’s rate design caused by 1,200 kilowatt-hours of 
hypothetical, incremental usage over 800 kWh in a non-summer 2015 month equates to $81.95/1200 = 6.83 cents 
per kWh, which clearly incorporates both distribution and supply usage charges.  (Oddly, however, Mr. Jones’s 
calculation does not correspond to the total tail block usage charge for Rate Zone III of 6.238 cents shown on AIC 
Exhibit 2.12RH at 2.  However, the People will use Mr. Jones’s stated figures in the table below.) 
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 AIC 2015 proposal AG 2015 proposal 
Distribution rate change 
on existing 4,000 kWh 
of non-summer usage 

$16.51 $30.08 

Supply rate change on 
existing 4,000 kWh of 
non-summer usage 

$(17.08)12 $(17.08) 

Total bill change for 
4,000 kWh non-summer 
user on existing 4,000 
kWh of usage (sum of 
first two rows) 

$(0.57) $13.00 

Combined distribution 
and supply cost of 1,200 
kWh of incremental new 
non-summer usage 

$81.95 $87.66 

Total bill change for 
4,000 kWh non-summer 
customer who increases 
to 5,200 kWh (sum of 
first, second, fourth row) 

$81.38 $100.6613 

 

Thus, assuming non-summer usage stays constant (and given that the winter of 2014 was 

unusually cold, as noted above, and that February 2014 usage was already 30% above February 

2013 usage14, this is not an unreasonable assumption – in fact, usage will likely decrease next 

winter, as noted above), a 4,000 kWh Rate Zone III residential user would pay $13.00 more in 

February of 2015 under the People’s plan than he or she did in February 2014.  Such a user was 

paying $270.9415 of total electric bill in February of 2014, so the People’s plan would result in a 

                                                
12 According to AIC Exhibit 2.12RH, page 2, the pending drop in BGS-1 non-summer charge at all usage 

levels is ($0.04271 - $0.03746) = $0.00525 per kWh, and the pending increase in Rider TS charge is ($0.00658 - 
$0.00560) = $0.00098 per kWh, for a total supply charge decrease of $0.00427, or 0.427 cents, per kWh.  Applied to 
the existing 4,000 kWh of usage in the hypothetical example, the decrease in supply charge is $17.08. 

13It is clear that in the far-fetched Arctic scenario envisioned by Ameren, should February 2015 usage 
increase another 30% over February 2014, a consumer’s total bill that month would be $100.66 higher than the 
previous February under the AG proposal, not $117.73 as stated by Mr. Jones and repeated in the Company’s IBRH. 

14 AIC Ex. 2.0RH (2nd Rev.) at 23:499-500. 
15 AIC Ex. 2.12RH at 2 shows that the current total combined usage charge (including distribution and 

supply) in Rate Zone III for non-summer space-heat usage below 800 kWh is $0.06967 per kWh, while the total 
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4.8% increase in the customer’s total bill in February 2015 compared to February 2014 – hardly 

rate shock by any measure for the less than 4%16 of residential customers who use 4,000 in any 

one winter month. 

C. Ameren’s Bill Impact Analyses Focus On A Small Group With 
Extraordinarily High Consumption. 

As the People stated in their Initial Brief on Rehearing at 17-19, the Commission should 

not design rates based solely on the effects felt by customers with extraordinarily high usage.  

Yet Ameren’s IBRH focuses repeatedly on customers in at least the 99th percentile of electricity 

usage.  For example, on page 18 of its IBRH, the Company frets that “customers using less than 

20,000 kWh are spread out across 18 of Mr. Rubin’s rate groups (groups A-R), whereas the 

greater than 20,000 kWh customers are relegated to his final two rate groups (groups S & T).”  

Mr. Rubin’s twenty ventile groups are simply based on an ordering of annual customer usage for 

2012, as the People showed in their IBRH at 11.  If usage above 20,000 kilowatt-hours falls 

above the 90th percentile, then the Commission should weight those usage levels accordingly in 

its consideration of customer impacts; the Commission should not weight the welfare of the first 

90% of customers equal to the welfare of the last 10%.  While it is true that very high users do 

“exist,”17 many, many more moderate and low users exist.  Of course, the People recognize the 

significance of bill impacts upon space-heating users.18  However, as shown above, the total bill 

impact on high users is far below that experienced in January of 2007 and will not approach 

anything resembling “rate shock.” 

                                                                                                                                                       
usage charge for non-summer space-heat usage above 800 kWh is $0.06253 per kWh.  Meanwhile, total fixed 
charges in Rate Zone III are $15.11.  The 4,000 kWh customer’s total February 2014 bill was ($0.06967*800) + 
($0.06253*3,200) + $15.11 = $270.94. 

16 AG Cross Exhibit 2 at 4. 
17 AIC IBRH at 19. 
18 See AG IBRH at 2; Transcript, ICC Bench Session, March 19, 2014, at 9. 
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Ameren’s hypothetical discussion of a space-heat user at page 12 of its IBRH posits use 

of 4,000 kWh of usage in January or February, which is already at somewhere between the 

96.9th and 99.4th percentile of all residential users for winter (November-April) months.  See 

AG Cross Exhibit 2 at 4.19  Later, at page 19 of its IBRH, Ameren suggests that Mr. Rubin 

should have focused on Group T customers in Rate Zone III that use 4,791 kWh in a winter 

month – an even higher level.  Ameren restricts its discussion to the extremes of the usage 

distribution, but the Commission should not base its decision on these customers alone.  The 

Company admits at page 11 of its IBRH, citing Mr. Jones’s direct testimony on rehearing, that 

“[t]he ‘break-even’ point for space-heat customers, where the impact of the AG rate design 

becomes more harmful, is above 10,000 kWh, but well below 18,000 kWh.”  We also know from 

Mr. Jones’s original surrebuttal testimony that “[t]he average electric heat customer uses closer 

to 14,000 kWh per year” (AIC Ex. 7.0 at 26:579-580).  It appears from these two statements by 

Mr. Jones that approximately half of space-heating customers would pay lower distribution rates 

in 2015 under the People’s rate design proposal than under Ameren’s, just as around 45% of the 

whole customer population (including space-heating customers) would pay lower annual 

distribution rates under the AG proposal.  AG IBRH at 12. 

Ameren’s Initial Brief on Rehearing states that “nothing in the record points to any 

residential meters not functioning properly” (AIC IBRH at 12), but this is non-responsive to a 

significant concern raised by Mr. Rubin, who stated in his rebuttal testimony on rehearing why 

he believes that many of the very highest users classified as residential may be actually 

commercial, industrial, farms, or multi-family.  Mr. Rubin showed, with specific reference to 

several customer records, that many of the largest users with consumption of about 125,000 kWh 

                                                
19 Looking just at January 2014 usage data, 4,000 kilowatt-hours appears to be around the 96th percentile, 

according to AIC Exhibit 4.4RH at 4.   
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annually (which Ameren flags as worthy of special attention on page 18 of its IBRH) do not 

exhibit seasonal usage patterns typical of residential homes.  AG Ex 4.0C at 11-12.  Mr. Rubin 

did not, however, assert that Ameren’s meters are mis-measuring usage, as Ameren’s IBRH 

implies.  In fact, during cross-examination Mr. Jones admitted that Ameren’s recent meter 

checks did not attempt to assess whether the residential meters are incorrectly categorized.  Tr. at 

115:7-116:10; see also People’s IBRH at 19.  It is doubly difficult to base a residential rate 

design upon high-use customers’ bills when they may not actually be residential users at all.  

D. Ameren’s Forecasts of Future Distribution, Supply, and Transmission Rate 
Increases Are Completely Unsupported. 

 
At page 20 of its IBRH, echoing similar statements on pages 7, 21, and 26, Ameren 

intimates that there will be “future incremental increase[s] in distribution rates that will occur in 

January 2016 and beyond.”  Ameren does not, however, quantify these supposed increases or 

provide any evidentiary support for that statement.  At page 21 of its IBRH, Ameren references 

(without quoting or describing) statements20 about distribution rates made by AG witness Rubin 

under cross-examination.  However, the transcript shows that Mr. Rubin stated that “given the 

investments that Ameren is supposed to be making under the statute,” distribution rates 

“probably will” increase, but also that  

there has been some discussion that Ameren may not be able to . . . 
efficiently spend that amount of money each year.  I don’t know 
where that stands.  . . . [I]t certainly appears that Ameren’s rate 
base will continue to increase.  Whether that results in increases in 
distribution rates depends on the other factors that go into the 
equation. 
 

With all his qualifications and conditions, Mr. Rubin’s comments are hardly a ringing 

endorsement of the notion that Ameren’s distribution rates will rise in 2016 and beyond or the 

                                                
20 Tr. at 74. 
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magnitude of those increases.  Additionally, as Mr. Jones admitted during cross-examination, in 

Docket No. 14-0317, Ameren is asking to collect in 2015 a reconciliation balance of $70.45 

million related to an under-authorization of revenues in 2013.  Tr. at 106:8-14; AG Cross Exhibit 

1, line 28.  In 2016, that $70.45 million reconciliation balance will disappear from Ameren’s net 

revenue requirement (see 220 ILCS 5/16-108.5(d)(1)); there is no evidence as to what the new 

reconciliation balance related to 2014’s authorized revenue requirement will then be.  It might be 

an over-authorization that would reduce 2016’s net distribution revenue requirement. 

Additionally, Ameren’s initial brief on rehearing repeatedly suggests that supply charges 

may increase in the future (“negative bill impacts from non-delivery sources,” AIC IBRH at 16; 

see also AIC IBRH at 7, 20, 21), citing to Mr. Jones’s rebuttal testimony on rehearing.  Jones 

states in that testimony that “[w]e expect prices to increase from current levels, but do not know 

by how much,” AIC Ex. 4.0RH at 18:392-393, and cites the 12-month alternative supply rates on 

www.pluginillinois.org that exceed Ameren’s current “price to beat,” id. at 18:393-19:397.  

Twelve-month offers from the date of Mr. Jones’s rebuttal testimony on rehearing, July 3, 2014, 

reflect expected market conditions for the twelve months from that date through July of 2015; it 

is difficult to use those data points to predict power supply rates effective June 2015 and 

continuing through October 2015..21  Additionally, as the People noted in their IBRH at page 20, 

several alternative retail electric suppliers are offering “green” or “clean” energy priced above 

market, as Mr. Jones admitted.  Tr. at 125:18-126-6; AIC Cross Exhibit 11.  Ameren 

acknowledges in its IBRH at 20 that “AIC’s non-summer power supply rates are scheduled to 

decrease in October 2014,” but then at page 21 cites an internet announcement from the Illinois 

                                                
21 Ameren also complains in its Initial Brief on Rehearing that Mr. Rubin’s total bill analysis did not take 

into account the many Ameren customers who take power from an alternative retail supplier.  Left unsaid by 
Ameren, though, is that Mr. Jones also did not do that analysis.  While potentially very useful to the Commission, 
such an analysis is impossible, as Ameren lacks data on the particular alternative power supply choices made by its 
residential customers, as Mr. Jones admitted during cross-examination.  Tr. at 126:20-128:4. 
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Power Agency dated July 22, 2014, post-dating the conclusion of the evidentiary hearing in this 

case, stating that “[t]he September 2014 procurement events will procure energy supply to meet 

the supply needs of eligible retail customers of Ameren . . . through a Request for Proposals 

(‘RFP’).   The RFP will procure . . . for the period November 1, 2014 to May 31, 2015.”  That 

announcement, however, gives no indication about whether BGS-1 rates effective November 1, 

2014 will rise or fall from the currently scheduled rates. 

It should be noted that the Commission’s Order on Rehearing in Docket No. 12-0244 

found that “Ameren’s revised AMI plan is cost beneficial and meets the standard in Section 16-

108(c)22 of the [Public Utilities] Act.”23  The cited statutory provision requires that the 

Commission must find that an Advanced Metering Infrastructure (“AMI”) deployment plan 

would be “cost-beneficial,” which is further defined in Section 16-108.6(a) to mean that the 

present value of benefits (including avoided utility operational costs and avoided supply or 

capacity costs) exceed the present value of the total costs of the plan.  It is hard to see how 

distribution and supply rates will continue increasing indefinitely, as Ameren suggests24, if the 

AMI plan truly has net benefits for customers. 

Ameren also hints at a “probable increase[] in transmission rates that AIC delivery 

customers will see.” Ameren IBRH at 21, referring to the transcript of the evidentiary hearing.  

Ameren makes similar suggestions at pages 7 and 20 of its IBRH.  However, the cited pages of 

the transcript (73-74, 122-123) simply do not support this assertion.  Page 73 of the transcript 

shows that the Ameren counsel mentioned a transmission project “known around these parts25 as 

                                                
22 The Commission’s reference to “Section 16-108(c)” in fact refers to Section 16-108.6(c). 
23 Order on Rehearing, Docket No. 12-0244, December 5, 2012, at 25. 
24 See, e.g., Ameren’s warnings that “the effect of the AG’s proposal on higher-use customers will be 

compounded in each year in which delivery rates rise.”  AIC IBRH at 20. 
25 The People note the incongruity of an attorney from another state attempting to deploy such a colloquial 

“other-ing” expression to Mr. Rubin. 
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Illinois Rivers,” but said nothing more about it.  Moreover, that transmission project was 

mentioned nowhere in Ameren’s testimony and the rate impact was not mentioned.  Mr. Rubin 

responded affirmatively to a hypothetical if rhetorical cross-examination question about whether 

$1 billion of new transmission investment would increase transmission rates, but Ameren 

provided no factual support for the premise of any pending new transmission investment.  Tr. at 

73:23-74:7.  At page 122 of the transcript, Ameren witness Jones stated “we don’t know what 

transmission prices are going to be” – an accurate description of the state of the evidentiary 

record in this proceeding with regard to future transmission rates.   At page 123, Mr. Jones 

asserted that “transmission service rates are probably headed higher as well,” but provided no 

justification for, or quantification of, this assertion.  An unsupported, vague comment by a 

witness during cross-examination, departing from anything stated in his pre-filed testimony, 

cannot be used as a basis for the Commission to find that Ameren’s transmission rates are likely 

to increase.  The bill impact analyses in the record are based on current rates compared to rates 

assuming Ameren’s requested 22% distribution rate increase is allowed.  No further rate 

increases were presented to the record.  Ameren’s attempt to layer new, unspecified and highly 

speculative rate increases on top of the known increases should be disregarded by the 

Commission.  Only bill impacts with evidentiary support should be considered on this rehearing. 

Finally, the People note the General Assembly’s expectation, codified as part of the 

Energy Infrastructure Modernization Act26 passed in October 2011, that the compounded average 

annual increase in total bill per kWh would not exceed 2.5% over the period June 1, 2011 – May 

                                                
26 220 ILCS 5/16-108.5(h) (“[b]y December 31, 2017, the Commission shall prepare and file with the 

General Assembly a report on the infrastructure program and the performance-based formula rate. The report shall 
include the change in the average amount per kilowatthour paid by residential customers between June 1, 2011 and 
May 31, 2017. If the change in the total average rate paid exceeds 2.5% compounded annually, the Commission 
shall include in the report an analysis that shows the portion of the change due to the delivery services component 
and the portion of the change due to the supply component of the rate.”); 220 ILCS 5/16-108.5(g) (for purposes of 
Section 16-108.5, “the total amount paid for electric service includes without limitation amounts paid for supply, 
transmission, distribution, surcharges, and add-on taxes”). 
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31, 2017.  It is unclear if Ameren is suggesting that its future rates will defy the expectations of 

the General Assembly, but the Commission should be cautious in mulling the Company’s 

alarmist warnings. 

V. AMEREN’S ALTERNATIVE MECHANISM 

Ameren argues at pages 16-17 of its IBRH that the Commission should adopt its 

“alternative customer protection mechanism” first advanced by Mr. Jones in his direct testimony 

on rehearing.  However, as the People demonstrated in their Initial Brief on Rehearing, the 

Company’s proposed alternative mechanism tries to protect customers from the effects of a rate 

re-design but not from its own distribution revenue requirement increase (AG IBRH at 21); uses 

obscure usage profiles completely unrepresentative of actual customers (id. at 22-23); uses an 

arbitrary 7.5% cap27 on total bill increases for these obscure usage profiles (id. at 23-24); and 

inappropriately imports a mechanism from a rider to balance pass-through supply charges (id. at 

24).  The Commission should reject the proposed alternative mechanism and accept the People’s 

proposed residential rate design. 

                                                
27 In the People’s IBRH at 24, they stated that “[a] glance at the bottom chart on AIC Ex. 2.12RH C, page 1 shows 
that if the Commission used 10.6% as the constraint instead of 7.5% but retained all the other terms of the 
‘alternative mechanism’ proposed by Mr. Jones, the Commission could approve the People’s proposed residential 
rate re-design.”  The People misinterpreted Mr. Jones’s Exhibit 2.12RH, believing that the bill impacts shown on the 
bottom of page 1 were for the AG proposal.  However, although AIC Exhibit 2.12RH is not clear, a re-reading of 
Mr. Jones’s direct testimony on rehearing shows that the bill impact table at the bottom of the first page of AIC 
Exhibit 2.12RH is for Ameren’s proposed rate design.  The People regret the error and thus withdraw that sentence 
from their IBRH.  Mr. Jones did not present a similar analysis on his Exhibit 2.12RH for the effect of the AG 
proposal upon his twelve usage profiles, making it difficult for the People to assess how his alternative mechanism 
might be adapted to “pass” their proposal.  However, the point remains that Mr. Jones has chosen an arbitrary total 
bill increase cap of 7.5% without any obvious justification other than that it was approved for another purpose in 
another docket. 
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VI. STAFF’S ALTERNATIVE PROPOSAL 

The ICC Staff presents its “alternative recommendation” to collect 36% of residential 

class costs through fixed charges28 at pages 12-13 of its Initial Brief on Rehearing.  As the 

People stated at pages 25-26 of their initial brief on rehearing, Staff witness Harden did not 

ground her proposal in any principled consideration of cost, but, in her words, was “just trying to 

mitigate the high bill impacts that could be received” and “just wanted to present an alternative.”  

The People thus continue to oppose Ms. Harden’s alternative recommendation on the grounds 

that it does not conform with principles of cost causation and Section 1-102(d)(iii) of the Public 

Utilities Act. 

While the total bill impact of the People’s proposal would not cause rate shock even for 

Ameren’s space-heating customers, Staff correctly states at page 13 of its IBRH that its 

alternative recommendation would “mitigate the rate impact that results in moving directly from 

the current SFV rate design to a traditional rate design.”  Although the People do not principally 

support a phased-in implementation of their proposed rate design in this case, if the Commission 

wanted to consider a phase-in, Ms. Harden’s proposal to limit fixed charges to 36.4% could be 

used as the first step of a two-year phase-in, as the People noted in their IBRH at 25-26. 

VII. COMMUNICATION TO CUSTOMERS 

Ameren states at footnote 1 of its IBRH that “customers must be adequately informed 

about pending rate increases.”  The Company goes on to state in the footnote that “AIC remains 

concerned that it will be a challenge to educate and inform customers about incremental delivery 

bill impacts caused solely by a departure from a previously approved rate design.”  

                                                
28 In its IBRH, Staff describes its alternative recommendation as “collect[ing] 36% of fixed costs in the 

Customer Charge,” echoing similar phrasing in Staff witness Harden’s direct testimony on rehearing, Staff Ex. 1.0R 
at 14:300, but the People assume this is an inadvertent error in phrasing.   
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Notwithstanding this challenge, the People re-affirm their request, first stated at pages 26-27 of 

their IBRH, that the Commission order Ameren to include an announcement with November 

2014 and December 2014 bills of the projected bill impact at different usage levels based on 

Ameren’s requested 2015 revenue increase.  While the People’s expert witness was not an expert 

on customer communications and thus did not opine on the topic, Mr. Nelson did testify on the 

topic (e.g. AIC Ex. 1.0RH (2nd Rev.) at 13:304-311), and he stressed the importance of effective 

communications.  

This bill insert notice should be subject to review by the Staff and the other parties to this 

docket, include the approved rate design as well as an explanation of the Company’s request for 

a 22% increase in overall revenues, and include information on LIHEAP and other savings or 

assistance programs.  If Ameren was already planning on explaining the pending rate increase 

and possible rate re-design through bill inserts, which have been identified as effective29 by Mr. 

Nelson – including information on usage-based bill impacts, which both the Commission and the 

Company have previously identified as beneficial, according to Mr. Nelson30 – in late 2014, the 

Commission’s order will place no burden on it. 

                                                
29 Tr. at 12:2-5. 
30 AIC Ex. 1.0RH (2nd Rev.) at 11:250-254. 
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VIII. CONCLUSION 

For the foregoing reasons, the People request that the Commission enter an order 

consistent with their arguments contained herein and in their Initial Brief on Rehearing and 

approve the residential rate design proposed by Mr. Rubin at AG Exhibit 3.01, as modified by 

AIC Cross Exhibit 5. 
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