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ILLINOIS COMMERCE COMMISSION
DOCKET NOS. 06-0070, 06-0071 AND 06-0072 (CONSOLIDATED)

REBUTTAL TESTIMONY
OF
LEONARD M. JONES
Please state your name and business address.
My name is Leonard M. Jones. My business address is One Ameren Plaza, 1901
Chouteau Avenue, St. Louis, Missouri 63103.
Are you the same Leonard M. Jones that previously submitted testimony in
these proceedings?
Yes.
What is the purpose of your rebuttal testimony?
The purpose of my testimony is to address issues of various witnesses concerning
revenue allocation, rate design, proposals to change various elements of the
Ameren Companies’ tariff schedules, and franchise expenses included in the test-
year. In addition, I will present an updated revenue allocation and rate design
reflecting the redistribution of the customer class revenues from the Ameren
Companies’ original revenue requirement requested in its direct case as well as
certain corrections to the embedded cost of service model. My failure to address
a particular witness’ position or argument should not be construed as endorsement
of same. Additionally, I will provide responses to several substantive areas related

to demand and price response that Commissioners Lula Ford and Bob Lieberman
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have requested parties to address in the Ameren Companies’ Delivery Service
Tariff proceedings (Interoffice Memorandum dated May 5, 2006).

|. Updated Revenue Allocation and Rate Design

Have you prepared an update to the revenue allocation and rate design
resulting from a change to the proposed customer class revenue
requirements?

Yes, the results are shown in Schedule 20.1 through 20.7, which are updates to
Schedules 10.1 through 10.7 submitted in the direct case.

In addition to the change in class revenue requirements, have other updates
been made to the cost of service (COS) studies?

Updates have been made to the COS for AmerenCIPS and AmerenCILCO. The
changes to the AmerenCIPS study had the effect of lowering proposed DS-4
Distribution Delivery Charges and slightly increasing the same for all other
classes. For AmerenCILCO, the proposed DS-4 Distribution Delivery Charges
increased, and the similar charge decreased for all other rate classes. Ameren
Company witness Mr. Phil Difani discusses COS changes in his rebuttal
testimony.
Were any changes made to the proposed test-year billing units?

Yes, for AmerenCIPS the proposed demand billing units for high-voltage and
primary service have been adjusted for DS-3 and DS-4. The demand total for
each class is the same; however, the amount attributed to high-voltage
inadvertently included primary load. Specifically, 21,357 kW was moved from

DS-3 high-voltage to primary, and 750,902 kW was moved from DS-4 high-
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voltage to primary. The change lowers primary level Distribution Delivery
Charges and increases high-voltage Distribution Delivery Charges, all other
things constant.

In addition, the total kwh for DS-2 for each of the Ameren Companies has been
increased to reflect KWh provided to municipalities under franchise agreements. 1
discuss the issue in more detail later in this testimony in response to an issue
raised by Attorney General witness Mr. David Effron.

Finally, adjustments were made to the number of customers at various voltage
levels for DS-2, DS-3, and DS-4 for AmerenCIPS. | discuss the issue in more
detail later in this testimony in response to an issue raised by Staff witness Mr.
Greg Rockrohr.

These changes are reflected in Schedule 20.6.

I1. Rate Classes

Mr. James Selecky on behalf of Wal-Mart has proposed that DS-3 class be
separated into two separate rate classes, one for customers with demands
ranging from 150 kW up to 400 kW and another for customers with
demands of 400 kW up to 1,000 KW. Should Mr. Selecky’s proposal be
adopted at this time?

No. Neither the Ameren Companies nor any other party in the case has evaluated
the need to separate DS-3 into two classes, and therefore there is no evidence in
the record to support Mr. Selecky’s position. As a result, his recommendation
should be rejected.

Why is it not advisable to separate DS-3 into two classes at this time?
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First, creation of a new rate class involves a study of the class load characteristics,
and if one group substantially deviates from the other, a separate rate class may be
warranted. The Ameren Companies have not had the opportunity to properly
evaluate load differences between customers 150-400 kW compared to those 400-
1,000 kW. If loads are not fairly homogeneous, different rate groupings could be
explored.

Second, the Commission has previously ordered the Ameren Companies to install
interval metering for customers with demands of 400 kW and over. The Ameren
Companies were given two years from the date of the order to comply with this
directive. The Ameren Companies intend to comply and in so doing intend to
ensure rate symmetry between Basic Generation Service (“BGS”) rates and
Delivery Service rates, which promotes ease of customer understanding of post
2006 electric services.

Third, the Ameren Companies have proposed a revenue allocation adjustment to
the DS-3 rate class. If the Ameren Companies revenue allocation methodology is
accepted, it is unclear how revenue responsibilities for those customers from 150
kW to less than 400 kW and those from 400 kW to less than 1,000 kW would be
set.

In summary, the Ameren Companies recommend that the Commission adopt the
DS-3 class as they propose. In the event the Commission decides to split BGS-3
in the future, the Ameren Companies would not oppose a commensurate split to
the DS-3 rate class into two rate classes but it would have to be done in a way so

as to promote continuity in auction product offerings.
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92 111. Revenue Allocation & Rate Impacts
93 Q. How have changes to the class “cost of service study” impacted the outcome
94 of the Ameren Companies class revenue allocation?
9% A In the Ameren Companies’ direct case, AmerenCILCO’s DS-4 class was subject
96 to a 5% minimum rate increase floor. With the correction in class cost of service,
97 the DS-4 class will receive an increase greater than 5%. Thus, since
98 AmerenCILCO’s DS-4 exceeds the 5% minimum threshold, the floor is no longer
99 relevant.
100 Also, in the Ameren Companies direct case, AmerenCIPS’s DS-4 class was not
101 subject to a 5% minimum threshold. The revised COS shows that cost-based rates
102 would result in a rate decrease for DS-4 customers, which now triggers the 5%
103 minimum rate increase criteria.
104 Q. Have other parties commented on the use of the 5% minimum increase
105 threshold for DS-4 customers?

106 A Yes. IIEC witness Mr. Robert Stephens specifically addresses the issue. Kroger
107 witness Mr. Kevin Higgins and WalMart witness Selecky generally address the
108 issue by expressing a desire to see cost based class revenue responsibility.

109 Q. How do you respond to Mr. Stephens’ call for elimination of the 5%

110 minimum threshold?

111 A The corrections to the COS studies have greatly diminished the need to impose a

112 minimum increase for DS-4. The updated studies show that only AmerenCIPS’s
113 DS-4 would receive a decrease. It is also true that the increase to AmerenCIPS’s
114 other delivery service classes is no more than 14% (see Schedule 20.1 page 4 of
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6). The Ameren Companies proposed to set a floor for AmerenCILCO’s DS-4 at
5% primarily because of the significant proposed increases to other classes , and
in the Ameren Companies judgment, under these circumstances, no class should
receive a decrease when other classes were expected to pay increases of that
magnitude. In light of the proposed delivery service increase amounts for
AmerenCIPS relative to those proposed for AmerenCILCO and AmerenlP, the
Ameren Companies no longer believe it is appropriate to hold the DS-4 class to a
5% minimum increase threshold. Instead, rates for DS-4 should be allowed to be
set at COS.

Mr. Higgins also proposes common Distribution Delivery Charges (demand
charges) for DS-3 and DS-4. Are common demand charges appropriate at
this time?

While having DS-3 and DS-4 Distribution Delivery Charges closer together is
consistent with the Ameren Companies long term goal of establishing cost-based
rates, doing so at this time would cause DS-4 charges to rise at an unacceptable
level above COS. As discussed previously, the Ameren Companies propose to set
DS-4 rates equal to COS. Indeed, many of Mr. Higgins’ concerns about
“divergence in demand charges” (p. 3) are mitigated with the Ameren Companies
revised COS studies.

There was also a criticism leveled at not including DS-4 in DS-1 through DS-
3 class average revenue allocation methodology. Please reply.

The Ameren Companies excluded DS-4 from the “average rebundled” revenue

allocation methodology since these customers’ delivery service rate contribution,
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as a percentage of their total bill, is so much smaller than it is for the other rate
classes. Including them in the calculation would produce rates greatly in excess
of costs. For example, looking at the revised revenue allocation Schedule 20.1,
AmerenlP’s DS-1 delivery revenue represents 41% of a customer’s average total
rebundled bill. Conversely, the DS-4 delivery revenue is only 5% of the total
rebundled electric bill. The DS-4 class contributes approximately 19% of the
AmerenlP total DS revenue, is proposed to receive a 109% increase in DS rates,
and yet is only receiving an overall “rebundled” increase of 2.8%. Simply
moving the DS-4 rate class to an average 10.8% “rebundled” increase would
require a DS-4 increase to delivery service rates of about 415%. Including the
DS-4 group in the “average rebundled” formula would result in DS that would no
longer resemble cost-based rates.

Staff witness Ms. Cheri Harden is generally supportive of the Ameren
Companies’ revenue allocation methodology, but proposes that the revenue
allocation between AmerenCILCO’s DS-2 and DS-3 be redistributed. Do
you agree?

While | appreciate Ms. Harden’s concern about the potential impact on DS-2, the
Ameren Companies do not agree that further revenue redistribution should occur.
The Ameren Companies revenue allocation methodology ensures that the DS-1,
DS-2, and DS-3 classes each receive an equal increase when comparing present
rebundled revenue to proposed rebundled revenue, or an increase of 13%.
Delivery Service rates for AmerenCILCO’s DS-3 are proposed to increase by

approximately 81% over present Delivery Service rates (please see Schedule 20.1,
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page 6). Further, the Ameren Company proposal places proposed DS-3 revenue
requirements reasonably close to the level needed to produce an equalized rate of
return for the class. A revenue allocation at an equalized rate of return for each
class is consistent with the Ameren Company long term revenue allocation goal,
and consistent with the positions of Mr. Stephens, Mr. Higgins, and Mr. Selecky.
Please summarize the revenue allocation positions of CUB witness Mr. Chris
Thomas.

Mr. Thomas argues it is inappropriate for utilities to set retail distribution rates on
equal class rates of return, arguing that doing so fails to recognize the differences
in risk associated with different customer classes. Mr. Thomas argues that the
residential and governmental classes are less risky to serve than other customer
classes, and thus should receive a rate increase no more than 90% of the system
average. Mr. Thomas also argues that the Ameren Company proposal does not
adequately address the impact of rate increases to residential customers.

How do you respond to Mr. Thomas’ criticism?

First, I am not aware of the Commission reaching this same conclusion in the past
several years. In general, the Commission has attempted to move rates toward an
equal rate of return or an equal proportion of cost responsibility when possible.
(Bill impact concerns sometimes constrain movement to rates based on equalized
rates of return.) Second, uncollectible exposure and weather-related revenue risks
are higher for the residential class compared to other rate classes. The residential
class contains the largest uncollectibles exposure to the Ameren Companies, an

item that the Ameren Companies expect to increase as total energy costs increase.
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In addition, residential usage is subject to greater weather-related risk compared
to other rate classes. A cooler than expected summer could result in much less
revenue to the Ameren Companies.

Third, I note others argue that perhaps the cost of service study has assigned less
cost to the residential and small use customer class than could be justified.
(Ameren witness Difani addresses application of the “minimum system” within
the COS portion of his testimony. While the “minimum system” concept may
have merit, the Ameren Companies are not proposing to adopt the method at this
time.)

Fourth, the Ameren Company revenue allocation methodology attempts to strike a
balance between its desire to implement cost-based delivery service rates and
customer bill impacts, recognizing that when the cost responsibility of one rate
class is decreased, the cost responsibility of another rate class will increase. The
Commission has already approved a “bill impact adjustment™ in the auction cases.
The bill impact adjustment will evaluate the class increase for “rebundled” service
compared to existing bundled service, and adjust power and energy prices
according to the constraints approved in the auction cases. The Ameren Company
revenue allocation methodology carries the bill impact adjustment one step further
by ensuring that the DS-1, DS-2, and DS-3 classes each receive an equal increase
when comparing present and proposed “rebundled” revenues. This methodology
has the effect of reducing delivery service rates to the DS-1 class by 8.7% for
AmerenlP, 3.6% for AmerenCIPS, and 16.6% for AmerenCILCO. (Please see

Schedule 20.1.) With the Ameren Company proposed revenue shift, DS-1 is
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proposed to pay 85% and 91% of the total average increase for AmerenlP and
AmerenCILCO, respectively. Only AmerenCIPS’s DS-1 increase, 8.2%, remains
slightly above the system average of 6.6%.

Have you reviewed the testimony of Attorney General witness Mr. Scott
Rubin regarding bill impacts and rate increases?

Yes. Mr. Rubin claims the Ameren Company presentation of the increases in the
case are misleading, and recommends additional subsidization of the residential
class, especially to those who heat their homes using electricity. 1 respectfully
disagree. The Ameren Companies have shown the anticipated change in current
rates assuming their requested increases were approved. In schedules filed with
the direct case, we also explained the change in delivery service rates. One could
debate the importance of the latter insofar as the vast majority of our customers do
not take unbundled delivery service.

How do you respond to Mr. Rubin’s analysis of residential increases for each
of the Ameren Companies?

Mr. Rubin’s objections should have been made in the Ameren Company
competitive procurement process cases last year when the Ameren Companies’
BGS rates were at issue. The issue of a declining non-summer energy block for
all usage over 800 kWh per month was discussed at length, and accepted in the
Ameren Company competitive procurement process cases. The block at 800 kWh
was implemented in recognition of the potential impact that may be experienced
by existing space-heat customers transitioning to rates effective on January 2,

2007. The issue of bill impacts was also addressed in the Ameren Company

-10-
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competitive procurement process cases. As previously mentioned, the
Commission approved a “mitigation adjustment” in that case to address bill
impact concerns. Indeed, the mitigation adjustment approved by the Commission
in ICC Docket Nos. 05-0160/0161/0162 (cons.) will evaluate “rebundled” rates
compared to bundled rates for all classes except DS-4. The Ameren Companies
revenue allocation methodology in this case pertains to allocation of delivery
service revenue. Mr. Rubin appears to be recommending re-litigating the
mitigation adjustment already approved by the Commission.

Please summarize the revenue allocation issue raised by the Cities of
Champaign and Urbana witness Mr. Richard Cuthbert.

For AmerenlP, the Ameren Companies have proposed to subsidize Protective
Lighting with higher rates to Street Lighting within DS-5. Mr. Cuthbert
recommends that lighting rates be set at cost of service (no intraclass subsidy) or
in the alternative, all of AmerenlP’s other rate classes should share in the subsidy.
Should the Commission follow Mr. Cuthbert’s proposal?

Not at this time. The Ameren Companies long term goal is to synchronize pricing
for AmerenlP’s Street and Protective Lighting. Doing so immediately would
result in an increase for residential Protective Lighting customers of
approximately 149%, and non-residential Protective Lighting customers of
approximately 49%. On the other hand, Street Lighting customers would receive
a rate decrease of approximately 2%. Raising the Street Lighting group to a 15%
increase generates enough additional revenue to lower the increase to residential

Protective Lighting rates to 43%. A portion of the additional revenue was also

-11-
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used to offset proposed prices for non-residential Protective Lighting, reducing
the proposed increase to 32%. | had previously stated that no customer group
should receive a rate decrease when others face significant increases. The same
principle applies here.

If the Commission chooses to maintain a rate subsidy to the Protective
Lighting group, Mr. Cuthbert proposed that the subsidy should be shared by
all other customers. Is this appropriate?

No. The Ameren Companies have proposed that all of AmerenlIP’s other rate
classes receive a delivery service increase greater than 15%. Shifting more of the
burden to those customers would not be equitable.

1VV. Rate Design and Rate (DS) Tariffs

Please respond to the direct testimony of Staff witness Mr. Michael Luth
regarding the Ameren Company proposed Customer and Meter Charges.
Mr. Luth has correctly observed that the Ameren Company proposed Metering
Charges generate revenue below the full cost of “metering” service as shown in
Ameren Company witness Difani’s embedded cost of service study (ECOSS).
Likewise, the Ameren Company proposed Customer Charges are above the other
customer-related costs shown in the ECOSS. However, in developing both
charges, the Ameren Companies followed the cost of service methodology for
unbundling metering costs approved in ICC Docket No. 99-0013. In that docket,
it was determined that the operation, and thus cost, of current transformers (CTs)
and potential transformers (PTs) should remain with the utility. That is, CTs and

PTs which are recorded in the FERC account for metering (account 370), were

-12-
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not included as unbundled metering service. Accordingly, the Ameren
Companies performed an unbundled metering ECOSS, excluding the cost of CTs
and PTs. The Ameren Company proposed Meter Charges were designed to
recover the total unbundled metering ECOSS. Likewise, the cost of CTs and PTs
were included in the Customer Charge. The sum total of the Customer and Meter
Charges equal the customer and meter ECOSS totals shown in Mr. Difani’s
exhibits. This should be satisfactory to Mr. Luth.

Mr. Domagalski seeks clarification on how Ameren proposes to apply
Customer and Meter Charges. How will these charges be assessed?

Rates DS-1 through DS-4, in the Monthly Charges section, state that the
Customer and Meter Charges apply to each electric service account. The term
“customer” and “account” are often used interchangeably. With this
understanding, a customer with multiple meters under one account will only be
required to pay one monthly Meter Charge. Other pre-existing arrangements for
those meters, if any, will remain in effect (e.g., rental or excess facilities contract).
Staff witness Mr. Greg Rockrohr suggests that the Ameren Companies
contemplate a special consideration for customers with customer-owned
transformation who are metered on the primary (high) side of their
transformer. How do you respond?

Mr. Rockrohr believes that past utility practices may have created “incentives” for
customer transformation ownership without a customer charge “penalty”. To
properly evaluate the situation, past practices of each of the Ameren Companies

needs to be discussed.

13-
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What has been the past practice for AmerenlP?

Neither AmerenlP’s past business practices, nor rate design, have provided
customers or AmerenlP with an incentive to request high side metering. A
Transformation Charge has been part of AmerenlIP’s rate structure since at least
the late 1980’s. Likewise, voltage differentiated Facilities Charges (comparable
to Customer and Meter Charges) have applied for the same amount of time.
Moreover, AmerenlP attempts to place metering on the low end of customer-
owned facilities because it is less expensive (for both the customer and
AmerenlP) and generally safer for employees to work on. Any existing locations
with high side metering at a customer-owned transformer is likely that way
because low side metering was not a feasible alternative. In other words, either
the customer did not want the meter on the low side, or there were other
overriding reasons to locate the meter on the high side (such as availability of
space, other safety concerns, the need to meter multiple secondary lines and
subsequent loss of coincident demands, etc...).

Was metering on the low side of customer-owned transformation also
preferred by AmerenCILCO?

Yes. Existing bundled rates assess the Customer Charge based on the customer’s
utilization voltage. While AmerenCILCO’s prices were not voltage
differentiated, placing the meter on the low voltage side of transformation was the
least-cost option for the Ameren Companies. Indeed, AmerenCILCO’s business
practice was to minimize costs and meter on the low side of transformation where

possible. The numbers for AmerenIP and AmerenCILCO bear this out.
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AmerenlP only has 33 DS-3 customers with high side metering on a customer-
owned transformer, and AmerenCILCO only has 11. Each situation likely exists
because metering on the low side was not practical.

Did AmerenCIPS tend to meter customer usage on the low side of customer-
owned transformation as well?

The business practices have been different for AmerenCIPS (including the area
formerly served by AmerenUE-Illinois). The business practice for AmerenCIPS
has been to meter customer loads at the point of customer ownership change.
Thus, if a customer installed its own transformation equipment, AmerenCIPS
would usually meter on the high side of the transformer since that marks the point
of ownership change. Existing bundled Customer Charges were not voltage
differentiated. Also, AmerenCIPS existing bundled service customers received a
discount on their demand charge for assuming responsibility and expense of
subsequent voltage reductions (see Rates 6T, 9T, among others).

Should a special consideration be given to delivery service customers with
high side metering on a customer-owned transformer?

Not for AmerenIP and AmerenCILCO. The Ameren Companies and the
customer have had incentives to place metering on the low end of transformation
where possible. Any metering on the high side of customer-owned transformation
is likely due to physical conditions at the customer’s premise, as | previously
stated.

Conversely, the situation for AmerenCIPS creates a transition issue, as suggested

by Mr. Rockrohr. Customers have had an incentive to install their own
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transformation, yet the Customer Charge did not vary by voltage. Mr. Rockrohr
suggests a possible solution to address the issue. Specifically, he suggests the
Ameren Companies “provide a separate, lower, Customer Charge for existing
customers who are metered on the primary side of customer-owned transformers”
but is open to other suggestions by the Ameren Companies. The Ameren
Companies view Mr. Rockrohr’s suggestion as reasonable, provided application
can be limited to AmerenCIPS and proposed test-year billing units are allowed to
be adjusted.

Please outline the specific steps the Ameren Companies propose to take to
mitigate Meter and Customer Charges for AmerenCIPS customers with high
side metering on a customer-owned transformer.

For existing DS-2 customers fitting the condition, the Ameren Companies
proposes to assess these customers the Customer and Meter Charges at secondary
voltage. There are currently four DS-2 customers who own transformation and
are metered on the high side of the transformer. For existing DS-3 and DS-4
customers who are metered on the primary side of customer-owned
transformation, the Ameren Companies propose to assess these customers the
Customer and Meter Charges as if the customer meter was located on the low end
of transformation, plus a $75/month Metering Reassignment Charge. Adding a
Metering Reassignment Charge recognizes that metering on the high side of
transformation is more costly than low side metering, yet preserves the benefit of
customer-owned transformation for nearly all customers (e.g., 150 kW customer

would avoid the Transformation Charge, or $0.50 x 150 kW = $75). A Metering
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Reassignment Charge is not proposed for DS-2 customers since a separately
stated Transformation Charge is not proposed for DS-2, and thus these customers
do not avoid the cost of transformation.

The AmerenCIPS and AmerenCIPS-ME billing determinants and rate design,
shown in Schedules 20.2, 20.3, 20.4 and 20.6, have been updated to reflect the
addition of a $75 Metering Reassignment Charge and movement of customers

into the appropriate Meter VVoltage category, as shown in the table below:

Reclassification of AmerenCIPS Customers
Customers With Customer-owned Transformers but High Side Metering

CIPS CIPS-ME
Rate Class Rate Class
DS-2 DS-3 DS-4 DS-3 DS-4

Meter Voltage Direct Revised | Direct Revised Direct Revised| Direct| Revised | Direct Revised
Secondary - 4 - 105 - 1 - 5 - 4
Primary 4 - 105 - 1 4 5 - 4 -
High Voltage - - - - 4 - - - - -
Total 4 4 105 105 5 5 5 5 4 4

How do you respond to Mr. Rockrohr’s suggestion that language be inserted
in DS-1 to ensure that existing customers receiving three-phase service will
not have to pay an Excess Facilities charge to continue such service?

The Ameren Companies accept Mr. Rockrohr’s suggestion. Specifically, the
Ameren Companies propose to add the following language to DS-1 under
“Grandfathering Provisions”:

“Customers taking service from a Premise receiving 3-phase service before
January 2, 2007 shall be allowed to continue such service without incurring
additional expense from the Company. Notwithstanding the above, the Customer
shall be responsible for replacement of equipment placed on the customer’s side

of the meter to convert single-phase service to three-phase service on and after
January 2, 2007.”

-17-
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The language pertaining to equipment placed on the customer’s side of the meter
is in reference to the past practice of the Ameren Companies providing customers
with a phase converter. The Ameren Companies have not supported phase
converters for several years, and the language clarifies that the Ameren
Companies will not support such equipment in the future.

V. Rate Design if Revenue Requirement is less than Proposed by Ameren

Companies

Staff witness Luth suggests that if the revenue requirement is less than that
proposed by the Ameren Companies, rates should be adjusted by an equal
percentage basis. Do you agree with this approach?

No. The Ameren Companies have proposed uniform Customer and Meter
Charges across the entire Ameren Illinois footprint, a position Mr. Luth supports.
Applying a uniform adjustment for each Ameren Company would not produce
uniform Meter and Customer Charges for the Ameren Illinois footprint. Also,
each Ameren Company is requesting a different percentage increase. If each
Ameren Company is not granted its full request, it is possible that the percentage
change to the revenue requirement for each Ameren Company will be different.
As an alternative, the Ameren Companies propose that any change to rates be
made through Distribution Delivery Charges in each DS class. If changes to
Customer and Meter Charges are necessary, they should be adjusted equally for
each Ameren Company, and any remaining revenue surplus or deficiency should

be made up through the Distribution Delivery Charges.
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Both Mr. Selecky and Mr. Higgins propose that in the event the increase is
less than the full proposed increase, any reduced revenue should first apply
to customer classes providing a subsidy. Do you agree with this approach?
No. Depending on the level of decrease from the Ameren Companies proposed
revenue requirements, different approaches to class revenue responsibility may be
reasonable. Regardless, the Ameren Companies remain committed to mitigating
rate increases for residential customers.

V1. Miscellaneous Fees and Charges

A. Real Time Pricing

Please respond to Mr. Domagalski’s objection to the proposed exit fee for
Rider RTP customers who take service for less than 12 months.

The Ameren Companies have proposed an exit fee pricing mechanism to
encourage Rider RTP customers to remain on the service for a full year in order to
recover at least a portion of the labor cost associated with installing an interval
meter. In essence, the Ameren Companies have proposed to monetize the
minimum stay provision by offering customers the flexibility to leave RTP
service when they desire.

Is Mr. Domagalski correct that the Ameren Companies do not impose an exit
fee under any its current real-time pricing tariffs?

No. While each Ameren Company’s existing tariffs may not contain the words
“exit fee”, they do contain cost recovery mechanisms for incremental metering,
which I believe accomplishes the same objective. AmerenlP’s Rider DA-RTP 11

requires customers to pay the Company for any necessary incremental metering
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costs. Similarly, AmerenCILCO’s existing real time pricing tariff, Rider G, also
requires customers to pay an up-front fee for furnishing and installing of any
additional metering equipment. AmerenCIPS’s existing Rider RTP requires
customers to pay a $220 Meter Removal Fee if they remain on the tariff less than
a year. In the cases of AmerenIP and AmerenCILCO, exit fees are not necessary
since costs are recovered up-front directly from the customer. For AmerenCIPS,
the Meter Removal Fee is essentially the same as an “exit fee”. Moreover, for
AmerenlP and AmerenCILCO, the residential RTP option intending to meet the
requirements of Section 16-107 of the Public Utilities Act, also requires
customers to remain on the service for a 12 month period or pay the difference in
Customer Charges (or Facilities Charges) between the standard tariff rate and
Time of Use (residential RTP) tariffs. Likewise, AmerenCIPS requires residential
customers to remain on its Rate 1T (Optional Time of Use Service) for a
minimum 12 month term, or pay $25 if such customer changes rates prior to the
end of the 12 month term. For these reasons, | disagree with Mr. Domagalski‘s
observation. The past practice of charging an exit fee, or recovering incremental
metering costs up-front, is well established.

How do you respond to the testimony of CUB witness Thomas and AG
witness Rubin regarding the Ameren Company proposed incremental
metering fee for Rider RTP customers?

Mr. Thomas and Mr. Rubin propose that the incremental cost of adding interval

metering to serve Rider RTP customers should be borne by all customers.
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The Ameren Company is clearly incurring an incremental metering and data
processing cost to serve Rider RTP customers. Rider RTP is an elective service
that provides customers with hourly prices determined from the MISO
administered energy market. In effect they propose to socialize the cost of
interval metering, and eliminate a price signal to customers representing a portion
of the total cost incurred to serve them. It is the Ameren Companies’ belief that
just like in the energy markets, showing customers an appropriate price signal for
metering promote efficient consumption decisions which appropriately allocate
scarce resources. Moreover, metering is an unbundled service that a customer
could take from a 3" party provider. Providing a subsidized cost for advanced
(interval) metering builds a sizeable barrier to entry for any potential 3 party
metering provider.

Please respond to Mr. Thomas’ claim that the Ameren Company incremental
cost estimate for an interval meter of approximately $300/meter is too high.
Based on Mr. Thomas’ observation, and CUB’s response to data request 4.05, the
Ameren Companies have reevaluated the cost of providing interval demand
recording metering to residential customers, and the infrastructure required to
support processing very large numbers of interval meter reads. The updated cost
estimate is provided in Schedule 20.8. As shown in Schedule 20.8, the installed
cost of the interval meter is $213.

Have costs for data processing (gathering and handling) changed from your

estimate provided in your direct testimony?

-21-



478

479

480

481

482

483

484

485

486

487

488

489

490

491

492

493

494

495

496

497

498

499

500

Respondents’ Exhibit 20.0

No. The value for data processing provided in the direct case was $7/meter, and
was based on the same value used in the competitive procurement case to estimate
the potential impact of adding interval metering to customers between 400 kW up
to 1,000 kW. Given the volume of the potential residential interval demand
recording customers envisioned by Mr. Thomas, the Ameren Companies are in
the process of re-evaluating the cost of handling and processing interval data. An
updated estimate will be available by mid July, 2006.

Mr. Thomas states that the Ameren Companies have been discussing the
prospects of an expanded residential RTP program with him and an ESPP
administrator, and that the issue will be further addressed in future
testimony. Please comment.

The Ameren Companies have and expect to continue these discussions.
Additionally, the Ameren Companies are continuing to gather necessary data
relevant to this area.

B. Other Miscellaneous Fees and Charges

Mr. Domagalski also objects to the Ameren Companies proposed
Miscellaneous Fees and Charges for Direct Access Service Request (DASR)
Submission, the Standard Switching Fee, and a monthly usage fee. How do
you respond?

The Ameren Companies proposed DASR and Standard Switching Fee are cost
based rates that charge customers for the costs that they cause the Ameren
Companies to incur. Schedules supporting these charges were provided to CNEI

in data request responses. As to the monthly usage fee, | am unclear as to what

-22-



501

502

503

504

505

506

507

508

509

510

511

512

513

514

515

516

517

518

519

520

521

522

523

Respondents’ Exhibit 20.0

fee is Mr. Domagalski referring. Proposed Miscellaneous Fees and Charges
include a provision for Non-standard Interval Metering, which is applicable
“when interval metering is not required under the terms of the tariff”. Customers
taking this service pay a monthly data processing fee of $7 per interval meter.
The Ameren Companies do not currently charge customers to access up to 12
months of usage history. As discussed by Mr. Paul Straughn, 24 months of usage
history will be available to customers beginning January 1, 2007.

VIIl. Other Tariff Provisions

A. Rider TS
Mr. Domagalski raises a question as to why the Ameren Companies propose
to differentiate Rider TS charges based on how and whether a customer is
metered. What was the Ameren Company rationale behind the design for
each of the three types of Rider TS charge groups?
The Ameren Companies guiding factor in designing Rider TS was to produce
transmission service charges for customers taking Company provided power and
energy reflective of cost causation and equitable cost recovery principles. Much
of the rationale for separate Rider TS charge groups can be traced to the
application of the Ameren Companies’ FERC approved transmission tariff
administered through MISO, which utilize actual monthly coincident peak
demands as the basis for the types of charges captured in Rider TS.
Customers with interval demand meters (those on Rate DS-4 and those taking
service under a real-time pricing tariff) will be billed each month based on their

individual demand at the time of the peak system load occurring during the billing
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period. Use of each interval demand metered customer’s coincident peak
provides a better match to the cost the Company incurs to provide transmission
service to its retail customers within MISO, since MISO also bills transmission
customers based on coincident peak.

For other non-lighting customers (those without interval meters), charges for
Rider TS are proposed to be recovered on a cents/kWh basis. Transmission costs
for these customers will also fluctuate monthly, in accordance with the coincident
peak attributed to the group and group monthly sales. Again, the Ameren
Company proposal attempts to match transmission service prices to transmission
service Costs.

The Ameren Company response to CNEI 3-03 articulated the rationale for
development of an annual TSC for DS-5 (Lighting Service) customers. The
Ameren Companies’ response to Data Request CNEI 3-03 is contained in
Schedule 20.9. In short, these customers’ loads are predictable and their peak at
the time of system peak can reasonably be determined.

Mr. Domagalski also sought clarification on how the Ameren Companies will
directly apply FERC-approved tariffs for interval metered customers, which
MISO schedules will be recovered through Rider TS, and how changes to
MISO schedules impact Rider TS. Please explain how the Ameren
Companies will directly apply FERC-approved tariffs for interval metered
customers.

As previously stated, the MISO administered, FERC-approved tariffs recovered

under Rider TS all use a form of coincident peak as the primary billing unit. A
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single $/kW-day demand charge will be developed prior to the start of each month
and applied to all interval metered customers who registered a demand on the day
of peak system load during the billing period. Application of the demand based
Transmission Service Charge (TSC) will be (“$/kW-day” x “number of days in
billing period” x “customer’s coincident peak demand”). The “Terms and
Conditions” of Rider TS state that “The Transmission Service Charge will be filed
with the ICC ... prior to the start of the monthly billing period it is to be applied.”
The Company will also file any applicable work papers to support its calculations.
Which MISO schedules will be recovered through Rider TS?
The Supplier Forward Contracts (SFCs), under Appendix C, list the Schedules for
which the Ameren Companies are ultimately responsible and seek to recover
through Rider TS. Appendix C to the SFCs dated May 15, 2006, titled “MISO
Charges For Which Companies Are Ultimately Responsible” show the following
Schedules:
Schedule 7:  Long-Term Firm and Short-Term Firm Point-To-Point
transmission Service
Schedule 8:  Non-Firm Point-To-Point Transmission Service
Schedule 9:  Network Integration Transmission Service
Schedule 10: 1SO Cost Recovery Adder
Schedule 11: Wholesale Distribution Service (except to the extent that any
such charges specified by the MISO as prior period
adjustments to other schedules shall remain the responsibility
of the party responsible for such other Schedules during that
prior period)
Schedule 12: Gross Receipts Tax Adder
The Ameren Companies expect that Schedule 9 and Schedule 10 will be

commonly included within the Rider TS charge calculations each month. Charges

from the other Schedules above could apply, but none are presently expected.
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How will changes to the MISO Schedules listed in Appendix C of the SFCs
impact the calculation of Rider TS?

The Ameren Companies will include the updated charge in the calculation of the
TSC for the following month. To the extent an updated MISO charge applies to
the Ameren Companies before the TSC reflects the updated charge, such prior
period adjustment will be included in the TSC for the following month. Any
FERC refunds and/or retroactive billings will flow through the Transmission
Adjustment Factor (TADJF) to the extent the refund or retroactive billing covered
a period after January 1, 2007. The TADJF for interval metered customers and
non-interval metered customers will be different. The Ameren Companies do not
expect the TADJF for interval metered customers to be significant from month to
month. The Network Integration Transmission Charge (MISO Schedule 9) is
updated by MISO each June 1. The MISO Administrative Charge (Schedule 10)
is variable based on MISO costs, but the charge is relatively small and will likely
only cause minor monthly adjustments.

Mr. Domagalski seeks clarification on how the Ameren Companies plan to
amortize over- or under-recovery of actual transmission costs. How do you
respond?

The Ameren Companies would usually seek to fully distribute any over- or under-
recovery of transmission costs in the next month. The concept of amortizing a
large over- or under-recovery balance was taken from the Purchased Gas
Adjustment tariffs in place today. However, even if an over- or under-recovery

was large in the context of Rider TS, it is likely a relatively minor portion of a
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Customer’s total bill. As such, the Ameren Companies would not object to
removing this provision within Rider TS.

Mr. Domagalski also seeks clarification on how the Ameren Companies
“plan to time any future revisions to Rider TS that might occur as a result of
MISO’s implementation of other market functions, such as real-time
markets, ancillary services, and resource adequacy program(s).” (p 14,
CNE/PES Ex. 3.0 (Revised)) How do you respond?

Only those charges shown in Appendix C of the SFCs will flow through to Rider
TS. The last sentence of the Purpose section of Rider TS states “Recovery shall
be made pursuant to the Transmission Provider’s FERC-approved tariffs related
to Transmission Service excluding Transmission Service and other related service
costs recovered under Rider MV pursuant to the Supplier Forward Contracts
(SFCs).”

Have you reviewed Commonwealth Edison Company’s (ComEd) Rider TS as
suggested by Mr. Domagalski?

Yes, but I limited my review to ComEd’s proposed Rider TS since that is the
tariff intended to be applicable beginning January 2, 2007.

What are your observations of the primary differences between ComEd’s
and the Ameren Companies’ proposed Rider TS?

First, ComEd proposes to calculate its Rider TS annually, with provisions for an
opener if there is more than a 3% change to the rates filed at PJIM. Although | am
not an expert with PIM tariffs, it is my understanding that customers are assessed

PJM transmission charges based on their peak load responsibility from the prior
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year. | presume that because the billing units are already fixed, ComEd is willing
to establish an annual Rider TS amount. As previously discussed, the MISO uses
actual monthly demands to determine transmission charges. The Ameren
Companies’ proposed Rider TS provides better matching to the charges
administered by the regional transmission organization to which it belongs,
MISO.

Second, ComEd proposes to use a cents/kWh charge within its proposed
Rider TS for all customer groups. As previously discussed, the Ameren
Companies propose three different Rider TS groups, one for customers with
interval meters, one for Lighting Service, and one for all other customers. Again,
the Ameren Companies’ proposed Rider TS provides better matching to the
charges administered by the regional transmission organization to which it
belongs, MISO. 1| should also note that the Ameren Companies proposed demand
based charge for interval metered customers is relatively more beneficial to higher
load factor customers than a flat cents/lkWh structure.

Third, ComEd’s Rider TS discusses the “Initial Application” of the rate,
which is necessary to extend the first “annual” calculation of Rider TS charges 17
months rather than 12. This provision is unnecessary for two of the Ameren
Companies Rider TS groups since charges are determined monthly; however, the
TSC for the Lighting Service group could be amended to address an initial 17
month application.

Fourth, ComEd’s Rider TS contains a section “Reflecting SFC Change”

that allows changes to the calculated annual rate if more than a 3% increase or
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decrease is expected. Again, this provision is unnecessary for the Ameren
Companies’ Rider TS since the rates are determined monthly.
Have you added clarifying language to Rider TS in an attempt to address
some of Mr. Domagalski’s concerns?
Yes. A redline and strikeout version of Rider TS is attached as Schedule 20.10.
The revisions to the tariff add more definition to the Calculation of the
Transmission Service Charge pertaining to interval-metered customers and
Lighting Service customers. An “Annual Contract Period” description has been
added to Lighting Service to recognize that the charge will apply for 17 months,
and then annually thereafter.
Three items have been added to ensure accuracy of the results. First, an Annual
Transmission Service Report will be provided to the ICC in an informational
filing. Second, the Ameren Companies will prepare an Internal Audit Report for
submittal to the Manager of the Commission’s Accounting Department. Third,
the Terms and Conditions section has been modified to explicitly require the
Ameren Companies to submit work papers with the monthly TSC filing.

B. Rider QOF
Staff witness Rockrohr proposes that the Ameren Companies include a fixed
price payment option within Rider QF. Is this appropriate?
No. The concept of offering a fixed price payment option within Rider QF would
run contrary to the principle of compensating qualifying facilities (QF) for the
Ameren Companies’ avoided cost. The Commission has already approved the

Ameren Companies proposal where the amount of energy purchased from
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winning suppliers in the Illinois Auction to serve Rider RTP-L customers, is equal
to those customers real-time requirements less any energy provided by QF. The
Ameren Companies’ avoided cost therefore is clearly that avoided under the
BGS-LRTP Supplier Forward Contracts (SFC). That cost in a given hour is equal
to the MISO Locational Marginal Price (LMP) for the same hour.
Rider MV, the Ameren Companies power supply tariff, provides for full and
timely recovery of all electric power and energy supply related costs. Since
implementation of a fixed price option would create a mismatch between the
Ameren Companies’ avoided cost and what would be paid to QF, the election of
such a fixed price option by a QF customer would jeopardize the full and timely
recovery of costs, and would place the burden of any cost mismatch on Rider
RTP-L customers.
What reason did Mr. Rockrohr provide for his request that the Ameren
Companies include a fixed cents/kWh value within Rider QF?
Mr. Rockrohr states:
“Having the ability to reference compensation in ¢/kWh, as in the Ameren
Companies' current tariffs, would be especially helpful to smaller QF
operators/owners when deciding whether or not to proceed with installing
self generation, or connecting self-generation to the utility for the purpose of
selling excess generation.” (p 17)
Mr. Rockrohr goes on to state that it would be difficult for a small prospective QF
owner to predict an order-of-magnitude for the value of excess generation, and
customers may be confused by seemingly arbitrary pricing. Mr. Rockrohr further

states that some QF owners would find it impossible to conduct a cost analysis

unless a fixed cents/lkWh option is made available.
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Do you share Mr. Rockrohr’s concerns?

| respectfully disagree with the assertion that customers need a fixed price to
properly evaluate project economics. It must be recognized that the current QF
tariff rates change every year. As such, it is doubtful that an entity studying the
feasibility of constructing a QF would rely solely on the current period rates, but
rather it is reasonable to expect that they would look to both historical data and
available future price indicators in making such a study.

Such prospective customers would have a variety of data sources available to
review historical and forward prices, relevant to the Ameren Companies’ service
territories, including several provided by the Ameren Companies’ themselves. A
link to the MISO web site where customers can view historical, day-ahead, and
real-time LMP values will also be provided. While primarily intended for use by
customers served under Rider RTP and Rider RTP-L, it could be equally useful to
Rider QF customers.

Finally, customers will be able to view the Ameren Companies Retail Supply
Charge Informational Filing reflecting results for the various BGS products
secured in the auction. Such Retail Supply Charges are yet another indication of
the market’s expectation of forward pricing which a prospective QF customer
could utilize in their project analysis, in addition to those available in the general
marketplace or from project consultants.

How would a mismatch between cost and revenue arise from paying QF

customers a fixed cents/kWh value?
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As mentioned previously, BGS-LRTP purchases (used to supply Rider RTP-L
Customers) are directly offset by any QF production. BGS-LRTP suppliers will
be paid by the Ameren Companies at MISO LMP prices for energy they provide.
Likewise, the Ameren Companies will charge Rider RTP-L customers these same
MISO LMP prices for energy consumed. The cost and revenue equations balance
as long as the price paid to Rider QF customers is equal the cost avoided under
the BGS-LRTP SFC’s — the MISO LMP prices. A customer taking a fixed price
payment option under Rider QF will cause a difference between costs and
revenues in every single hour in which the MISO LMP does not equal the fixed
price option.

Is there a mechanism in place to account for this difference?

Yes. The Ameren Companies Rider MV would capture this difference between
cost and revenue within its monthly Market VValue Adjustment Factor assessed to
Rider RTP-L customers. Without the fixed price QF issue, we would expect the
Rider RTP-L true-up mechanism to include relatively minor adjustments. With a
fixed price QF option, the true-up could be excessive, especially if the Rider RTP-
L load is small relative to QF load. A fixed price QF essentially requires Rider
RTP-L to shoulder the burden of QF prices different than the LMP.

Have you considered what the impact on Rider RTP-L customers could be
as a consequence of having to shoulder this burden?

Yes. Itis important to note the mismatch described above could dramatically
change the rate that RTP-L customers would effectively pay, and could serve as a

disincentive for customers to elect this rate option. It is reasonable to consider
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the possibility that Rider RTP-L is low enough that energy available from QF’s is
sufficient to supply 100% of their needs. In effect, this would render the price
that RTP-L customers pay for a Real Time Price service, equal to the fixed price
paid to QF’s.

Can you provide an example of these impacts?

Yes. The following tables illustrate the impact of such a cost and revenue
mismatch:

Cost and Revenue Mismatch Due to Fixed Price QF Rate
Hypothetical Example

Hypothetical Example of QF Generation less than RTP-L Load
Revenue or Credit

kWh Price Amount
Total Rider RTP-L
Load 150,000 $ 0.04 $ 6,000
QF @ Fixed Price (50,000) 0.05 (2,500)
BGS-LRTP SFC (100,000) $ 0.04 $ (4,000)
Difference - (500)
Effective RTP-L Rate (assuming full cost recovery) $ 0.043

Hypothetical Example of QF Generation = RTP-L Load

Revenue or Credit

kWh Price Amount
Total Rider RTP-L
Load 50,000 $ 0.04 $ 2,000
QF @ Fixed Price (50,000) 0.05 (2,500)
BGS-LRTP SFC 0 $ 0.04 $ 0
Difference - (500)
Effective RTP-L Rate (assuming full cost recovery) $ 0.050
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In the first hypothetical example, QF customers on a fixed price option sell
50,000 kWh to the Ameren Companies and receive a credit of $2,500; however,
the avoided cost priced at the hourly LMP is $2,000. Rider RTP-L customers use
150,000 kWh, for which they pay $6,000. The net load that the BGS-LRTP
auction suppliers are expected to provide is 100,000 kWh, for which they are paid
$4,000. Simply subtracting the amounts paid to the QF and the BGS-LRTP
supplier from the revenue received from Rider RTP-L customers yields a shortfall
of $500 for this hour.

In the second hypothetical, QF output equals Rider RTP-L demand. The
resulting shortfall, when recovered as provided for in Rider MV, has the effect of
making the RTP-L price equal to the fixed price paid to QF.

Staff witness Thomas Griffin reviewed the second section of Rider QF
labeled “Solid Waste Qualifying Facilities” and has proposed several
changes. Are these changes acceptable to the Ameren Companies?
Yes.

C. Supplier Terms and Conditions (section for System L osses)

You stated in your direct testimony that new loss studies were in the process
of being completed. Have the Ameren Companies completed work on the
distribution system loss studies?

Yes, as mentioned in the rebuttal testimony of Ameren Companies’ witness
Difani, distribution system loss studies have been completed. A new study for the
AmerenCIPS-ME service area (former AmerenUE-Illinois territory) has been

completed. A study to determine a composite set of distribution loss multipliers
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for AmerenlIP, AmerenCIPS, and AmerenCILCO has been completed as well.
With this composite set of distribution loss multipliers, the Ameren Companies
propose to use a weighted average of the respective Ameren Company’s loss
multipliers for application in the Ameren Company’s tariffs. Use of composite
average distribution loss multipliers is consistent with the outcome of the Ameren
Companies’ competitive procurement process case where the Commission
approved the use of a single auction for all of the Ameren Companies’ Illinois
customers. As a result, changes to Section 5.B of the Ameren Companies’
proposed Supplier Terms and Conditions are required.

What changes are required?

At a minimum, the table needs to be updated to reflect the Ameren Companies’
distribution demand loss multipliers. The distribution demand loss multipliers are
1.0783 for service at secondary, 1.0430 for service at primary, and 1.0161 for
high voltage service. Distribution losses for service at voltages above 100 kV for
non-FERC transmission were assumed to be minimal, and set to zero. Other
FERC transmission losses are applied through transmission tariffs administered
through the MISO.

Do you also recommend additional changes to the application of distribution
loss multipliers?

Yes. The Ameren Companies loss study produces values for distribution demand
and energy losses. Demand losses more accurately capture losses at times when
the Ameren Company distribution system is at or near its peak. Energy losses

accurately capture the level of average losses that occur through the entire year.

-35-



795

796

797

798

799

800

801

802

803

804

805

806

807

808

809

810
811
812
813
814
815
816
817
818
819
820
821
822
823
824
825
826
827
828
829

Respondents’ Exhibit 20.0

Demand losses are necessary for the Ameren Companies transmission billing,
which uses a customer’s monthly peak at the time of the overall system peak to
apply against MISO tariff charges. However, applying demand losses to a
customer’s hourly demands throughout the year will produce an amount greater
than the average energy loss captured in the Ameren Companies study. To
address this concern, the Ameren Companies proposes to implement a variable
distribution loss multiplier.

How did you develop a variable distribution loss multiplier?

The Ameren Companies have developed a variable distribution loss multiplier by
creating a quadratic equation using hourly system load as the independent
variable

What tariff changes are necessary to Section 5.B of the Supplier Terms and
Conditions?

Changes are necessary to implement a variable distribution loss multiplier and to

clarify the intent of the section. Existing language should be modified as follows:

B. Transmission Charges

A RES will be responsible for all applicable Transmission
Service related charges for its power and energy Customers,
pursuant to the Transmission Provider’s FERC-approved
tariffs related to Transmission Service.

C. Loss Multiplier

The metered KW/kWh usage of Customer shall be increased for
system lossess;—where—appropriate;—in—order—to-determine
_ o p

Fansmission-Service “? syste !GSS?S witl—be galeulated
by—mubtiplying—the Ie!leylng d'SE"?HE'e” loss—adjustrent
Factors b? the Engws rSStoR loss adjﬁSE eU§ﬁ|aGE?' '“9 the
Fransmission-Service-— occurring between the Transmission
Provider’s Transmission System and the Customer’s delivery
point by multiplying the Customer’s load by the appropriate
distribution loss multiplier listed below, and shall be
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increased for transmission system losses as determined in
accordance with the Transmission Provider’s FERC-Approved
tariffs related to Transmission Service.

Ixxxx—for-service-metered-at-secondary—voltage
i_;%{* IFen Service eteneell at pl '_'I anylueltage
1xooo—For—service meteredat-100k\V.-and-above

For service delivered at:

secondary voltage: (1.06092 + 2.2261 * 1071° * SL"%)
primary voltage: (1.02358 + 2.4868 * 107" * SL™)
high voltage: (1.00811 + 1.0228 * 10719 * SL™)

Where SL equals System Load, the hourly Ameren-I1llinois
Control Area Load.

How will use of the variable loss multiplier benefit customers?

The use of the variable loss multiplier is more accurate, and assigns less total
energy loss to customers throughout the year. It is my understanding that use of
the variable loss multiplier would apply equally to RES provided power and
suppliers of Ameren Company provided power and energy. Reduced losses
translate into lower energy usage responsibility, which should result in direct
savings to all retail customers.

What range of variability do you expect to normally experience with the
variable losses?

The maximum loss multiplier for an hour will be approximately equal to the
stated demand loss multiplier. The minimum loss multiplier for any hour will be
slightly higher than the first constant in the formula stated above (approximately
78% of the demand loss multiplier for secondary delivery voltage, 55% for

primary delivery voltage, and 50% for high voltage delivery voltage).
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D. Customer Terms and Conditions

Do you accept Mr. Rockrohr’s suggested language change to Section 14.D. of
the Customer Terms and Conditions, clarifying the intent of the section?
Yes. The Ameren Companies do not object to adding the following sentence to
the end of Section 14.D. of the Customer Terms and Conditions.
"Notwithstanding the above, nothing in this section prohibits operation of
customer owned generating equipment where the load of the customer served by

said generation is not connected to the Company's system."

VIIl. Franchise Expense

What portion of Attorney General witness Mr. David Effron’s testimony will
you address?

| will address the portions of Mr. Effron’s testimony where he claims that the
Ameren Companies are double-counting costs of providing free or discounted
service to municipalities. Mr. Stafford also addresses this issue.

Please explain what is included within FERC Account 929 for each of the
Ameren Companies.

FERC Account 929 includes the dollar value of free or discounted service
provided to municipalities. Typical arrangements for free service may be for the
Ameren Companies to provide a certain number of kWh free of charge to
municipal accounts, often based on a per capita basis. Once the free allowance is
used up for the year, the municipality would be billed the regular applicable rate.
Discounted service is in the form of a certain percentage off for all lighting

service used by a municipality. The amount of free and discounted service
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included within test year expense for 2004 is shown in the table below for each

Ameren Company.

Free and Discounted Senvice Reflected in Account 929

($000)
Free Electric Discounted
Dollars kWh Cents/kWh Lighting Total Account 929
Ameren|P $ 324.1 4,731,410 6.85 $ 88027 |$ 9127 $ 9,127
AmerenCIPS | $ 133.1 | 2,243,722 5.93 $ - $ 133 3 133
AmerenCILCO $ 7.2 180,365 4.00 $ 7330 |$ 740 $ 740
Q. How were the discounted lighting service and free kwWh reflected within the

Ameren Companies’ proposed billing units and revenue calculations shown

in Part 285 Schedule E-5 (also shown in Schedule 10.6 in the direct case)?

A. All lighting units are counted in the test year whether discounted or not; however,

kWh sales associated with free service are not reflected in test year totals.

Q. Since all lighting units are counted whether discounted or not, is Mr.

Effron’s claim correct that ""As there are no revenues (or reduced revenues)
from the entities to which the free or discounted service is provided, the costs
of providing such service are recovered from the remaining body of
customers.” (Effron page 20 of AmerenCILCO, page 27 for AmerenlIP, and

page 16 of AmerenCIPS)?

A. No. The test year billing units (Schedule E-5) were multiplied by the full tariff

rate to arrive at a total (non-discounted) revenue value. No recognition of

franchise consideration discounts were made within the lighting class. Instead, an
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adjustment to test year expense was made to reflect the amount of the discount.
The Ameren Companies have accounted for the franchise discount to lighting
service only once, not in the revenue calculation but in the proposed test year
expense.

Conversely, since “free electric” units are not counted in the test year, should
at least value of the “free electric” service franchise cost be removed from the
Ameren Company’s test year expense?

No. Removing the expense in its entirety would fail to recognize that the Ameren
Company provides free electric power and energy in addition to free delivery
service to the municipality. For example, the value of “free electric” for
AmerenlP is 6.85 cents/kWh (see table above). The average rate for DS-2
customers (the service most municipal accounts will be served under) is presently
1.87 cents/kWh. Removing the expense in its entirety would fail to recognize the
franchise value equal to 4.98 cents/kWh for electric power and energy plus
transmission service.

How do you propose to account for the recovery of the power and energy
portion while avoiding a double counting of the delivery service portion?

| recommend that delivery service kwWh valued for DS-2 be increased by the
amount of the values shown in the table above. Doing so ensures that the delivery
service portion is not double counted, and still provides the Ameren Company
with an opportunity to recover expenses associated with “free” power and energy,

and transmission service.
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What impact will adding the kWh units have to each Ameren Company’s
test year billing units?

Adding the billing units to DS-2 kWh sales will increase present delivery service
revenue by $64,000 for AmerenlP, $34,600 for AmerenCIPS, and $4,400 for
AmerenCILCO. Increasing test-year sales addresses Mr. Effron’s concern and
places “free electric” service on the same basis as “discounted” service. That is,
all units are accounted for in the test-year billing determinants (Schedule E-5)
reflecting revenue without discounts or free service.

IX. Bundled to Rebundled Rate Mapping

Ms. Jennifer Witt, witness for CNE-PES, has stated that with the elimination
of legacy bundled rates and creation of new bundled rates, and other new
tariffs, that it will be necessary for Ameren’s website to provide a translation
of the existing schedule of rates. Will the Ameren Company provide this
information?

Yes, the Ameren Companies will provide a schedule similar to Schedule 10.10
provided in my direct testimony on www.ameren.com.

X. Responses to Questions of Commissioners Bob Lieberman and Lula Ford

Commissioners Bob Lieberman and Lula Ford posed several questions in a
memorandum. Which questions will you address?

I will address concerning meter costs applicable to residential RTP.

“Is the pricing scheme proposed in the Ameren testimony the most effective

way to price interval meters?”

-41-



951

952

953

954

955

956

957

958

959

960

961

962

963

964

965

966

967

968

969

970

971

Respondents’ Exhibit 20.0

The Ameren Companies propose to implement a $5/month interval metering fee
for Rider RTP customers. As I discuss in my testimony, charging customers the
incremental fee sends the appropriate price signal to customers that their service
choice, Rider RTP, causes the Ameren Companies to incur additional costs to
serve them.

“What sources did Ameren use to develop these costs?”

The Ameren Companies have updated the cost estimate of providing interval
demand recording metering to residential customers, as shown in Schedule 20.8.
The cost of the interval meter hardware is based on current competitive bids from
meter suppliers. The time estimates for labor are based on the Ameren
Companies’ experience for installing interval metering, and labor rates including
direct labor plus benefits loadings. Costs for data processing are based on the
average cost of the group responsible for handling interval demand data. As
discussed earlier in my testimony in response to Mt. Thomas, the Ameren
Companies are in the process of re-evaluating the cost of handling and processing
interval data, and expect to have an updated estimate by mid July.

“What was the base year for the study?”

The cost study used the most current data for 2005 and 2006. Specifically,
equipment costs reflect prices good through the end of 2006. Labor rates reflect
labor agreement rates in effect July 2006, and average labor loadings in effect for

2005.
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“What metering options did Ameren explore? Did Ameren find the lowest-
cost meters that could provide the measurement of energy as needed for an
hourly energy pricing program for residential customers?”

All of the Ameren Companies use competitive bidding to procure meters. By
definition, this process results in the Ameren Companies obtaining the least cost
metering option.

“What studies did Ameren perform to determine how the reliability and
useful life of electronic meters has changed over the past decade? What
evidence, if any, demonstrates that the useful life of meters is increasing, and
that the ten-year standard is obsolete?”

The Ameren Companies believe that a 15 year useful life is appropriate for new
interval demand recording meters. It is my understanding that the Ameren
Companies presently operate interval metering approaching a 15 year life and
have not observed a decrease in performance of those meters.

“How do the costs of interval meters compare to the costs of standard
residential watt-hour meters?”

The installed cost of a standard watt-hour meter is about 40% of the cost of an
interval meter.

Does this conclude your rebuttal testimony?

Yes.

CHI-1536408v1
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