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 ICC Cuts Ameren Rate Request by $85 Million

The Illinois Commerce Commission today voted to cut nearly $85 million from the six Ameren Illinois electric and natural gas companies’ request of $247 million. This decision allows the companies to begin collecting approximately $162 million in new annual revenue. The changes in rates apply only to the distribution system rates or the delivery costs charged to move the electricity and natural gas to a customer’s home or business.

For the typical residential customer, the delivery service charges represent roughly 30 percent of their monthly bill.  The actual costs of the electricity and natural gas, which comprises approximately two-thirds of a customer’s bill, are not affected by this decision. The cost of electricity will be determined through a procurement process designed by the newly-formed Illinois Power Agency beginning in June. The price of natural gas is passed on to the customer at the same price the utility pays to purchase the fuel.  At the end of the year, the ICC reviews the natural gas purchases and the revenues collected to ensure that customers are not overcharged.

The delivery service charges for investor-owned utilities are fully regulated under the Public Utilities Act. Any requested increases are subject to an extensive administrative law process before the Commission makes a final determination regarding the rate case.  

Ameren filed tariffs on November 2, 2007 seeking to modify rates for each of its gas and electric utilities.  The Commission staff and other parties representing the interests of residential consumers, businesses, municipalities and other organizations spent 11 months reviewing and arguing which items should be included in rates and which should be excluded. The process involved extensive review of thousands of pages of the companies’ financial and operational information as well as hundreds of hours of testimony and cross examination.

The Commission also held six public hearings to gather comments on Ameren Illinois’ proposal to increase rates for the delivery of natural gas and electricity to its customers. The forums provided customers throughout the Ameren service territory an opportunity to comment on the rate proposal. The public meetings were held in Decatur, Marion, Belleville, Peoria, Quincy, and Champaign. The public comments were transcribed and made available to all parties in the Commission’s E-Docket system. In addition to the public forums, 917 public comments opposing the proposed rate increase were provided through the Illinois Commerce Commission’s website and toll-free phone number.
The Commission’s decision is based upon the utilities’ costs of building new, and maintaining existing power lines, poles, pipes and related equipment needed to expand, modernize and maintain a safe and reliable energy delivery system.

The Commission’s decision today modified customer rates for each of Ameren’s electric and natural gas companies: AmerenCILCO, AmerenCIPS and AmerenIP. The new rates vary by company, customer class and type of customer. Customers’ bills can fluctuate monthly according to the amount of gas and electricity used during the year based on the effects of weather,

conservation efforts, the efficiency of heating and cooling equipment, and how the customer uses the services. For example, natural gas may be used for cooking only, for cooking and water heating, or, in addition to those uses, for heating the home. Electricity, in addition to lighting, air conditioning, and various other uses of the service, may also be used for cooking, water heating, and to heat the home. Electricity bills are usually highest in the summer months, while natural gas bills are usually highest in the winter months. Customers who use electricity to heat their homes however, will see much higher electric costs in the winter while their natural gas bills will not be as great as those for whose homes are heated with natural gas. The Commission’s order affects customers in each of the Ameren territories in the following way:

AmerenCILCO

Based on the order, a typical AmerenCILCO residential customer’s electric bill will decrease by approximately 55 cents per month for general use and by 60 cents per month for those customers who are electric space heat customers.  A typical AmerenCILCO residential natural gas customer can expect to see their monthly natural gas delivery charges decrease by approximately $4 to $9 during the six colder months when usage is greater, with slight increases of $1 to $2 per month during the rest of the year. Actual results for the delivery charges will vary by user and by month based on consumption.  It is important to note that these dollar figures relate to the delivery charges only, and not to the cost of electricity and natural gas.

AmerenCIPS

A typical AmerenCIPS residential customer’s electric bill will increase by approximately $2 to $5 per month for general use and by $2 to $7 per month for those customers who are electric heat customers. Electric heat customers’ monthly increases will be greater in the winter months. A typical AmerenCIPS residential natural gas customer can expect to see their monthly natural gas delivery charges decrease by $1 to $3 during the winter months, with increases in the non-winter months ranging from $2 to $6. Some AmerenCIPS customers, who were formerly customers of Union Electric Company in the St. Louis Metro East area, may see a reduction in their gas delivery bills of approximately $2.65 a month. Actual results for the delivery charges will vary by user and by month based on consumption.  It is important to note that these dollar figures relate to the delivery charges only, and not to the cost of electricity and natural gas.

AmerenIP

A typical AmerenIP residential customer’s electric bill will increase by approximately $6 to $18 per month for general use with the largest increase expected in the summer months, and by $7 to $15 per month for those customers who use electricity to heat their homes. Electric heat customers’ monthly increases will be greater in the winter months.  A typical AmerenIP residential natural gas customer can expect to see their monthly natural gas delivery charges increase by approximately $4 to $9. Actual results for the delivery charges will vary by user and by month based on consumption.  It is important to note that these dollar figures relate to the delivery charges only, and not to the cost of electricity and natural gas.

The Commission’s final order today included reductions in budget items related to operations and maintenance, plant additions, Hillsboro gas inventory in storage, executive incentive compensation plans and rate of return.

In addition to regular operations and maintenance cost increases, Ameren proposed special programs and argued it should be allowed to collect from customers costs associated with those programs through add-on charges to customer bills. The Commission rejected Rider QIP which would have allowed Ameren to begin collecting the costs of electric capital projects as they were completed without waiting for a full and thorough review of a rate case which looks at all company revenues and expenses and determines which projects should be paid for by customers. 

The Commission also declined to approve Rider VBA, which Ameren said would provide the company with a predictable amount of revenue, as customers reduced natural gas usage through energy efficiency efforts.  The Commission instead determined that a greater portion of each company’s fixed costs should be collected through the customer charge rather than the per therm usage charge. 

In addition to budget reductions and rider decisions, the Commission adopted a rate of return for each company as follows: AmerenCILCO gas, 8.03 percent; AmerenCIPS gas, 8.22 percent; AmerenIP gas, 8.70 percent, Ameren CILCO electric, 8.01 percent; AmerenCIPS electric, 8.20 percent, and AmerenIP electric, 8.68 percent.
A chart follows with estimates of annual rate changes based on the Commission’s orders for each of the Ameren companies and for low, medium and high usage customers. The new rates will take effect October 1. 

Ameren – Natural Gas Residential Customer

Annual Impact of Change from Current to New Rates – Estimated
	Low Usage

Approx. 480 therms/year
	Medium Usage
Approx. 700 therms/year
	High Usage

Approx. 970 therms/year

	CILCO
	$  (6)
	(0.9)%
	$ (31)
	(3.5)%
	$ (48)
	(4.4)%

	CIPS
	$  59
	10.1%
	$   42
	5.1%
	$   20
	1.8%

	CIPS – ME
	$  (5)
	(0.8)%
	$  (26)
	(3.1)%
	$   (49)
	(4.5)%

	IL. Power
	$  85
	14.3%
	$   71
	8.9%
	$   55
	5.1%


Notes:

· CIPS – ME is the “Metro East” natural gas service territory that includes portions of Jersey and Madison Counties.  

·  ‘Low Usage’ refers to residential customers whose usage level is in the 20th percentile of residential customers (number 20 from the bottom out of 100 customers). 

· ‘Medium Usage’ refers to the usage of the median residential customer.  

· ‘High Usage’ refers to residential customers whose usage level is in the 80th percentile of residential customers.

Ameren – Electric Residential Customer

Annual Impact of Change from Current to New Rates – Estimated
	Low Usage
	Medium Usage
	High Usage

	CILCO
	$  (1)
	(0.1)%
	$    (1)
	(0.1)%
	$    (2)
	(0.1)%

	CIPS – SH
	$  36
	3.4%
	$    51
	3.5%
	$    72
	3.5%

	CIPS – NSH
	$  28
	4.4%
	$    36
	3.4%
	$    47
	3.2%

	CIPS – ME
	$  30
	3.8%
	$    42
	3.4%
	$    55
	3.6%

	IL. Power – SH
	$  89
	10.2%
	$  135
	11.0%
	$  209
	11.5%

	IL. Power – NSH
	$  77
	11.5%
	$  110
	10.2%
	$  145
	9.4%

	IL. Power – SH, cap
	$  76
	8.7%
	$  110
	9.0%
	$  166
	9.1%

	IL. Power – NSH, cap
	$  67
	10.0%
	$    91
	8.5%
	$  118
	7.7%


Notes:

· CIPS – ME is the “Metro East” electric service territory that includes portions of Hancock, Henderson, Madison and St. Clair Counties.

· ‘SH’, or Space Heating, refers to customers who heat their homes with electricity.

· ‘NSH’, or Non-Space Heating, refers to customers who do not heat their homes with electricity.

· ‘Cap’ refers to the Ameren plan to limit the increases for AmerenIP customers in the first year only to 8.5%, on average, on their bundled electric bills.

· ‘Low Usage’ refers to residential customers whose usage level is in the 20th percentile of residential customers.  Annual usage may be around 9,000 kWh/year for a Space Heating customer, and around 5,900 kWh/year for a Non-Space Heating customer, depending on the service territory and actual usage.

· ‘Medium Usage’ refers to the usage of the median residential customer. Annual usage may be around 16,100 kWh/year for a Space Heating customer, and around 10,100 kWh/year for a Non-Space Heating customer, depending on the service territory and actual usage.

·  ‘High Usage’ refers to residential customers whose usage level is in the 80th percentile of residential customers. Annual usage may be around 25,100 kWh/year for a Space Heating customer, and around 15,800 kWh/year for a Non-Space Heating customer, depending on the service territory and actual usage.
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