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Q. Please state your name and business address. 1 

A. My name is Philip Rukosuev. My business address is 527 East Capitol Avenue, 2 

Springfield, Illinois  62701. 3 

 4 

Q. Are you the same Philip Rukosuev who submitted direct testimony in this 5 

proceeding? 6 

A. Yes, I am. 7 

 8 

Q. What is the purpose of your rebuttal testimony in this case? 9 

A. I respond to the rebuttal testimony of witnesses Ms. Althoff and Mr. Stafford for 10 

the Ameren Illinois Company (“AIC”, “Ameren” or “the Company”). I also respond 11 

to the direct testimony of witness Mr. Adkinsson for the Grain and Feed 12 

Association of Illinois (“GFA”). 13 

 14 

Q. Please summarize your recommendations. 15 

A. The following recommendations are contained in my testimony: 16 

1. I recommend that the Commission accept the proposed rate design that I  17 

recommended in my direct testimony regarding moving half the distance from 18 

equal percentage, across-the-board increases to full cost-based revenue 19 

allocations for AIC‟s Rate Zones. 20 

2. I recommend that the Commission accept the Company‟s proposed 21 

modification to my rate design, specifically, the Company's proposal to move 22 

individual rate classes toward cost based rates subject to a constraint that no 23 
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class exceeds an increase of 1.50 times the overall average increase allocated 24 

to the respective rate zone. 25 

3. I recommend that the Commission accept the Company‟s proposal to conform 26 

the GDS-2 Customer Charge rate structure for Rate Zone III to that of Rate 27 

Zones I and II. 28 

4. I recommend that the Commission accept the Company‟s proposal to move 29 

Rate Zones I, II, and III GDS-4 toward price uniformity. Specifically, I 30 

recommend that the Commission accept the Company‟s approach to the 31 

development of rate design for GDS-4 to achieve rate structure uniformity 32 

along with pricing uniformity over time. 33 

5. I recommend that the Commission accept, subject to various modifications as 34 

discussed by Staff witness Mr. Sackett, Rider TBS - Transportation Bank 35 

Service. 36 

6. I recommend that the Commission reject GFA‟s proposal to add an additional 37 

tier to GDS-5 across all rate zones. 38 

 39 

RESPONSE TO AMEREN WITNESSES ALTHOFF ON COST OF SERVICE 40 

ISSUES 41 

 42 

Q. Which of the Ameren witnesses addresses the embedded cost of service 43 

(“ECOSS) issues? 44 

A. Ms. Althoff responds to my direct testimony regarding ECOSS issues, in which I 45 

argued that: 46 

a. The initial single ECOSS (“Initial gas ECOSS”) in Ameren‟s initial filing is 47 
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problematic because the Commission in Docket No. 10-0517 stated that 48 

costs should be presented at the rate zone level. 49 

 50 

b. The Company‟s gas Rate Zone ECOSS (“gas Rate Zone ECOSSs”) in 51 

response to the ALJs‟ deficiency letter failed to produce any accurate 52 

measurement of the costs of serving the various customer classes.  53 

 54 

Q. What position does she take on these issues? 55 

A. Ms. Althoff appears to agree with my position based on her statement that 56 

“[u]pon review of his concerns, AIC has determined that the Gas Rate Zone 57 

ECOSS can be revised so that Mr. Rukosuev‟s concerns are addressed and the 58 

Rate Zone ECOSS can be used to set rates. As such, AIC has developed 59 

revised ECOSSs by Rate Zone in rebuttal (Corrected ECOSS) …” (Ameren Ex. 60 

33.0, p. 3) 61 

 62 

Q. Which of your arguments does Ms. Althoff address in her rebuttal 63 

testimony? 64 

A. She addresses my criticisms of the gas Rate Zone ECOSSs that were provided 65 

in response to the ALJs‟ deficiency letter. She begins by identifying two sets of 66 

concerns I raised about the study regarding: (1) how general categories of plant 67 

costs are broken down into individual FERC accounts (Id., pp. 5-6) and (2) 68 

subfunctional balances within FERC accounts that do not correspond between 69 

the three gas Rate Zone ECOSSs and the Initial ECOSS in the initial rate case 70 
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filing. (Id., p. 29) 71 

 72 

Q. Does Ms. Althoff indicate that the Company revised its gas Rate Zone 73 

ECOSSs to address those concerns? 74 

A. Yes. Ms. Althoff states that the Company revised its FERC account balances to 75 

address my criticisms of the previous figures. She states that the revised figures 76 

were developed by Ameren witness Mr. Stafford. Ms. Althoff then applies the 77 

Company‟s set of allocation factors to these revised figures to derive ECOSS 78 

results for the three rate zones. (Id., pp. 5-6) 79 

 80 

Q. What exhibits did you review for the corrected ECOSS Studies? 81 

A. I reviewed all of the exhibits submitted with Ms. Althoff‟s Rebuttal Testimony, 82 

which included Ameren Exhibits 33.1 through 33.11.  83 

 84 

Q. Does Ms. Althoff present revised FERC account balances in her rebuttal 85 

testimony? 86 

A. Yes. She presents a series of tables in her testimony to document the effect of 87 

how general categories of plant costs are broken down into individual FERC 88 

accounts. Table 1 shows a comparison of rates of return by GDS class. (Ameren 89 

Ex. 33.0, p. 4) Table 2 shows the actual plant balances for the period ending 90 

September 30, 2010, and Table 3 shows the results of the revised rebuttal 91 

allocation method for the test year which reflects financial information as of 92 

December 31, 2012. (Id., p. 6) Ms. Althoff concludes that “[t]he results of the 93 



Docket Nos. 11-0279/11-0282 (Cons.) 
ICC Staff Exhibit 31.0 

 

5 

ECOSSs individual FERC allocation are now in alignment with the previous rate 94 

case.” (Id., p.10) 95 

 96 

Q. Regarding Table 2 and Table 3 presented by Ms. Althoff in her rebuttal 97 

testimony, why are the “% of Total” columns for RZ I, RZ II, and RZ III in 98 

Table 2  different from the “% of Total” columns for RZ I, RZ II, and RZ III in 99 

Table 3? 100 

A. According to the Company‟s response to Staff data request (“DR”) PR 9.01, 101 

“[[t]hese  minor percentage differences relate to the inclusion of the legacy 102 

companies‟ forecasted fourth quarter 2010 activity (versus strictly September 30, 103 

2010) and the development of the December 31, 2012 test year data.”  I agree 104 

with the Company that the differences are relatively immaterial. 105 

 106 

Q. How does Mr. Stafford address this issue in his rebuttal testimony? 107 

A. He begins by noting Staff‟s criticisms of the FERC account balances in the gas 108 

Rate Zone ECOSSs provided in response to the ALJs‟ deficiency letter. Mr. 109 

Stafford then describes how the Company modified its FERC account balances. 110 

Mr. Stafford states that the Company began with FERC account balances by rate 111 

zone for September 30, 2010. (Ameren Ex. 22.0, pp. 31-33) Mr. Stafford 112 

concludes by stating: 113 

As discussed further in the rebuttal testimony of AIC witnesses, Messrs. 114 

Leonard Jones and Ryan Schonhoff (and Ms. Karen Althoff with respect 115 

to related recommendations by Staff witness, Mr. Rukosuev), the 116 

corrections described above to reflect and incorporate more granular 117 

account specific data by legacy utility at September 30 2010 should 118 
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adequately address Mr. Lazare‟s concerns with using AIC‟s Rate Zone 119 

ECOSSs for ratemaking at the customer level. (Id., pp. 33) 120 

 121 

Q. What is your response to these revised proposals by the Company? 122 

A. In her rebuttal testimony, Ms. Althoff essentially acknowledged that rates should 123 

be based on three Rate Zone ECOSSs rather than on one ECOSS, and 124 

presented a revised set of costs on an individual rate zone basis. I consider 125 

these ECOSS to be an improvement over the ECOSS provided in the 126 

Company‟s initial filing and the gas Rate Zone ECOSSs provided in response to 127 

the ALJs‟ deficiency letter. The changes delineated in the testimony of Mr. 128 

Stafford and Ms. Althoff address the concerns presented in my direct testimony. 129 

The Company appears to have employed consistent data from September 30, 130 

2010 to derive rate zone balances not only at the functional level, but at the 131 

FERC account level as well. Furthermore, the studies seek to address 132 

discrepancies at the subfunctional level within individual FERC accounts by 133 

developing revised figures to address those shortcomings. 134 

 135 

Q. Do the revised studies, nevertheless, remain problematic? 136 

A. Yes. The problem lies with the length of time it took for Ameren to provide a 137 

viable cost of service foundation for ratemaking in this case. The Commission 138 

Order, entered March 15, 2011 in Docket No. 10-0517, required that separate 139 

ECOSSs be prepared for the three rate zones. Nine days later, on March 24, 140 

Ameren filed Rate Zone ECOSSs in response to the ALJs‟ deficiency letter. 141 

However, the Company provided no testimony to accompany those ECOSSs. 142 

Nor did Ameren present any changes to its ratemaking proposals in that 143 
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response. However, in his rebuttal testimony more than five months after the 144 

initial filing, Ms. Althoff essentially acknowledged that ratemaking should be 145 

based on three ECOSSs rather than one; and presented a revised set of cost 146 

and ratemaking proposals based upon the costs for individual rate zones. 147 

 148 

Q. Where does this sequence of events leave Staff and Intervenors? 149 

A. It leaves the parties with only rebuttal testimony, hearings and briefs in which to 150 

discuss and debate Ameren‟s ratemaking proposals. This truncated schedule 151 

inhibits a complete and thorough discussion of these issues. 152 

 153 

Q. What do you therefore conclude about the Rate Zone ECOSSs presented in 154 

the Company’s rebuttal testimony? 155 

A. From a cost causation standpoint, I believe the corrected gas Rate Zone 156 

ECOSSs are an improvement from the ECOSS provided in the Company‟s initial 157 

filing and to the gas Rate Zone ECOSSs it provided in response to the ALJs‟ 158 

deficiency letter. The corrected gas Rate Zone ECOSSs are based upon the 159 

same allocation methodology that the Commission approved in AIC‟s last 160 

delivery service proceeding (Docket Nos. 09-0306 et al. (Cons.)).  However, the 161 

significant delay in producing reasonable studies makes it difficult to determine 162 

whether these studies do, in fact, provide a reasonable foundation for 163 

ratemaking in this case. Due to the delay, these complex studies must be 164 

reviewed and analyzed within a severely truncated timeframe. The ECOSS 165 

contains hundreds of cost accounts that are allocated by a variety of allocators 166 
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based on data developed for each rate zone. A thorough review of the accuracy 167 

of each study requires considerably more time than provided in the rebuttal stage 168 

of a rate case which is all the time allowed by Ameren‟s untimely provision of its 169 

revised Rate Zone ECOSS. Therefore, I cannot conclude that these studies 170 

provide a reasonable foundation for ratemaking in this case. 171 

 172 

 RESPONSE TO AMEREN WITNESS ALTHOFF ON REVENUE ALLOCATIONS 173 

AND RATE DESIGN 174 

 175 

 Class Revenue Allocations 176 

Q. Does Ms. Althoff present a revised set of class revenue allocations in her 177 

rebuttal testimony? 178 

A. Yes. Ms. Althoff states that Ameren revised its gas Rate Zone ECOSSs and 179 

class revenue allocations to address issues raised in my direct testimony. 180 

(Ameren Ex. 33.0, p. 3) These revised proposals reflect a change from the class 181 

revenue allocations Ameren presented in its direct testimony. (Id., pp. 11-12) 182 

 183 

Q. What is the change? 184 

A. Ameren has revised the cost foundation for its class revenue allocations, 185 

replacing the single, Illinois-wide ECOSS and subsequent flawed gas Rate Zone 186 

ECOSSs with the three corrected gas Rate Zone ECOSSs. (Id., pp. 2, 4) 187 

 188 

Q. What is Ms. Althoff’s response to your class revenue allocation approach 189 

of moving half the distance from equal percentage, across-the-board 190 
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increases to fully cost-based revenue allocations for the three Rate Zones 191 

in the Company’s three gas ECOSS? 192 

A. She states that “AIC accepts, with modification, the proposed rate design that 193 

Mr. Rukosuev has recommended in his direct testimony regarding moving half 194 

the distance from equal percentage, across-the-board increases to full cost-195 

based revenue allocations for AIC‟s Rate Zones. AIC proposed to modify Mr. 196 

Rukosuev‟s across the board application of the increase to rate classes.” (Id., 197 

p.11, emphasis added) 198 

 199 

Q. What issues does Ms. Althoff have with respect to your proposal? 200 

A. Ms. Althoff presents a number of arguments against a part of my methodology 201 

presented in direct testimony. First, she contends a cost-based approach should 202 

be used because Ameren‟s corrected gas Rate Zone ECOSSs correct the 203 

shortcomings I identified in my direct testimony. Second, Ms. Althoff maintains 204 

that my approach is not consistent with a move towards uniform prices. (Id., p. 205 

12) 206 

 207 

Q. How do you assess Ms. Althoff’s arguments? 208 

A. First, I agree with Ms. Althoff that movement toward cost-based rates should be 209 

based on corrected gas Rate Zone ECOSSs. Second, with respect to pricing 210 

uniformity, I do not oppose movement toward uniform rates, where it is deemed 211 

under the circumstance necessary and appropriate. Since in the direct testimony 212 

phase of this proceeding the Company failed to provide viable gas Rate Zone 213 
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ECOSSs in its response to the ALJs‟ deficiency letter, I appropriately concluded 214 

that there was no cost basis for moving towards uniform charges. (Staff Ex. 15.0, 215 

p. 16) 216 

 217 

Q. How does does Ms. Althoff propose to spread the revenue requirement 218 

between each rate class? 219 

A. She proposes a two-step approach. In the first step, she accepts my proposed 220 

allocation to the rate zones that moves “half the distance from equal percentage 221 

across-the-board increases to fully cost-based revenue allocations”.  For the 222 

second step, however, for customer classes within the rate zones, Ms. Althoff 223 

continues to advocate cost-based class revenue allocations constrained to a 224 

maximum of 1.50 times the rate zone increase.  225 

 226 

 The Company is using the results of the individual Rate Zone cost of service 227 

studies rather than a single AIC cost of service study to allocate revenue to Rate 228 

Zones and individual classes within Rate Zones. (Company response to PR DR 229 

9.03)  230 

 231 

Q. How do you assess the Company’s proposed class revenue allocations? 232 

A. Ms. Althoff and I offer slightly different rate mitigation approaches, neither of 233 

which is perfect. As discussed above, Ms. Althoff accepted part of my revenue 234 

allocation proposal, but offers a certain modification. 235 

 236 
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 It is a generally held ratemaking policy that rates should be designed to reflect 237 

cost causation, maintain gradualism, and avoid rate shock. I understand that the 238 

Company wishes to mitigate the impact of any rate increase stemming from this 239 

proceeding. I also agree that taking steps toward implementing cost-based rates 240 

while attempting to minimize rate shock is appropriate.  241 

 242 

 Ameren proposes to limit the amount of the proposed rate increase for each rate 243 

class to a specified percentage over present rates so as not to create adverse 244 

bill impacts.  This methodology mitigates the concern of adopting the full cost of 245 

service results and the prospect of unfavorable rate impacts that could otherwise 246 

result for some rate classes. The amount of revenue requirement which is 247 

unrecovered, because the rate increase would exceed the cap, would be 248 

allocated to the other rate classes, i.e., recovered from the rate classes that have 249 

not reached the cap.  250 

 251 

 The 150% constraint represents a reasoned judgment of how much progress 252 

can be made towards cost-based revenue allocations while addressing bill 253 

impact concerns. In the last Ameren rate case, the Commission approved a rate 254 

cap mechanism that limited increases to AmerenIP customer classes to 20% 255 

and 30% for AmerenCILCO and AmerenCIPS customer classes. The 256 

Commission also noted a desire to eliminate rates that differ from cost of service, 257 

and stated “Continued movement toward cost-based rates and the elimination of 258 

inter- and intra-class subsidies should be considered a priority in AIU‟s next rate 259 

filing.” (Order, Docket Nos. 09-0306 et al (Cons.) (Company response to Staff 260 
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DR PR 3.11) 261 

 262 

 Increases will be scaled back further to the extent that the revenue requirements 263 

approved by the Commission fall below the Company proposed levels. 264 

 265 

Q. Please explain how the proposed constraint of 1.50 times the system 266 

average increase will affect the goal of achieving rate uniformity? 267 

A. The 1.50 times the system average increase will help mitigate potential undue 268 

bill impacts to customers compared to moving to full cost of service immediately. 269 

At the same time, application of the constraint may result in slower progress 270 

towards achieving eventual rate uniformity. For example, according to Ameren 271 

Exhibit 33.4, page 1 reflects the revenue allocation for Rate Zone I. The overall 272 

increase for Rate Zone I is 16.48% with GDS-1 through GDS-3 reflecting 273 

increases ranging from 17.31% to 18.58%, GDS-4 reflecting a decrease of 274 

6.09%, and GDS-5 reflecting an increase of 102.16%.  However, after 275 

application of the 1.50 times constraint, the percentage changes by rate class 276 

will be the lower of the calculated percentages stated above or 24.72% (16.48% 277 

times 1.50). For GDS-5, the percentage increase is then lowered to 24.72%. The 278 

application of the 24.72% increase versus the 102.16% provides a level of rate 279 

mitigation while still allowing prices to increase by an amount greater than 280 

average and gradually toward rate uniformity among the Rate Zones. (Company 281 

response to PR DR 9.04) 282 

 283 
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Q. Do you recommend approval of the revenue constraint that Ameren 284 

proposes? 285 

A. Yes.  Ameren has taken into consideration the bill impacts. Ameren‟s proposed 286 

second step revenue constraint will slow the implementation of full cost of 287 

service rates for some classes; however, it will lessen the impact of the rate 288 

increase for many Ameren customers.  289 

 290 

 Rate Design 291 

 292 

Q. Does Ms. Althoff address your rate design arguments in her rebuttal 293 

testimony? 294 

A. Yes. She addresses my criticism of the Ameren proposals, as well as the 295 

alternative rate design I presented in direct testimony. 296 

 297 

Q. What aspects of AIC’s proposed rate design did you take issue with in 298 

direct testimony? 299 

A. In my direct testimony, I opposed the Company‟s proposed changes to the GDS-300 

2 and GDS-4 classes, because I demonstrated that both AIC‟s Initial gas ECOSS 301 

and its gas Rate Zone ECOSSs methodologies were profoundly flawed and 302 

failed to produce any accurate measurement of the costs of serving the various 303 

customer classes, which must underlie the development of cost of service-based 304 

rates. 305 

 306 
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 RATE GDS-2 – SMALL GENERAL GAS DELIVERY SERVICE 307 

 308 

Q. With respect to your direct testimony arguments against the Company’s 309 

proposed changes to Rate GDS-2 Small General Delivery Service, how 310 

does Ms. Althoff respond in her rebuttal testimony? 311 

A. Ms. Althoff disagreed with my arguments against implementing certain changes 312 

to the GDS-2 class. She states that “the Commission would like AIC to provide 313 

uniform prices throughout the Rate Zones. As such, adding the additional tier to 314 

the Customer Charge for Rate Zone III will align it with Rate Zones I and II. 315 

Additionally, this tier would also aid in mitigating bill impacts experienced by 316 

customers in this GDS class.” (Ameren Exhibit 33.0, p. 13) 317 

 318 

Q. What does Ameren propose for GDS-2 Small General Delivery Service? 319 

A. The Company proposes to conform the rate structure of Rate Zone III to the rate 320 

structure of Rate Zones I and II. Currently, Rate Zones I and II have two 321 

Customer Charges – one for Customers that use less than or equal to 600 322 

therms per year and a second for Customers who use more than 600 therms per 323 

year. Conversely, Rate Zone III has one Customer Charge, regardless of annual 324 

use. Ameren proposes that Rate GDS-2 in Rate Zone III would also have two 325 

Customer Charges based on annual use. (Ameren Ex. 13.0G, p. 15) The 326 

Company‟s proposed changes can be found on 2
nd

 Revised Sheet No.12, 2
nd

 327 

Revised Sheet No.12.001, and 2
nd

 Revised Sheet No.12.002. 328 

 329 
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Q.       In rebuttal testimony, did the Company provide sufficient cost support for 330 

its proposal to conform the GDS-2 Customer Charge rate structure for Rate 331 

Zone III to that of Rate Zones I and II? 332 

A.       No. The Company provided percentages and comparisons of the individual 333 

FERC accounts by Rate Zone per its Corrected gas Rate Zone ECOSS.  Based 334 

on my review of Ameren Exhibit 33.11, the results of the corrected gas Rate 335 

Zone ECOSSs individual FERC account allocation are now in alignment with the 336 

previous rate case. 337 

 338 

           However, the Company provided deficient Rate Zone ECOSSs in the direct 339 

stage of this case. By presenting its corrected Rate Zone ECOSSs in rebuttal, 340 

the Company does not leave sufficient time for all parties to fully review the Rate 341 

Zone ECOSSs to assess their accuracy and determine whether Ameren‟s 342 

proposed rates are reasonable from a cost standpoint. Nevertheless, I have to 343 

decide what rate design proposals are best from the standpoint of Ameren 344 

customers even without the benefit of an ECOSS foundation that is determined 345 

to be reasonable. 346 

 347 

The Company‟s proposal to revise the customer charge tier structure for GDS-2 348 

is supported by Ms. Althoff as a means to mitigate undue customer impacts for 349 

smaller use GDS-2 customers in Rate Zone III. She also states that the 350 

proposed change to the rate structure for Rate Zone III was driven by bill impact 351 

considerations given the diverse usage of this rate class. (Company Response to 352 
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Staff DR PR 3.14) Further, the Company claims that the proposed rate structure 353 

will generate revenues from customers which more closely align with the cost to 354 

provide service while maintaining the provision to recover 80% of GDS revenue 355 

requirement from the Customer Charge
[1]

 approved in ICC Docket Nos. 07-0585 356 

- 07-0590 (Cons.). The Company also states that it may experience additional 357 

customer complaints if the existing GDS-2 design is retained for Rate Zone III. 358 

Finally, the Company maintains that customers faced with cost based prices are 359 

more likely to make more efficient consumption decisions. (Id.) 360 

 361 

Q.     Do you recommend that the Commission approve the changes to GDS-2 to 362 

conform the GDS-2 Customer Charge rate structure for Rate Zone III to that 363 

of Rate Zones I and II? 364 

A.    Yes, I do. Ultimately, I believe that the Company‟s rate design proposal, which is 365 

to conform the GDS-2 Customer Charge rate structure for Rate Zone III to that of 366 

Rate Zones I and II, is in the best interest of its customers and therefore, I do not 367 

object to its implementation. It is a generally held ratemaking policy that rates 368 

should be designed to reflect cost causation, maintain gradualism, and avoid 369 

rate shock. I understand that the Company wishes to mitigate the impact of any 370 

rate increase stemming from this proceeding. I also agree that taking steps 371 

toward implementing cost-based rates while attempting to minimize rate shock is 372 

appropriate. Hence, despite the problems with the Company‟s Rate Zone 373 

ECOSSs, I find the customer impacts argument along with general cost 374 

principles provide a sufficient basis for adoption of this proposal. 375 

                                            
[1]

 See (Ameren Ex. 13.0G, p. 18) for an explanation of how the Customer Charge was calculated. 
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 376 

 RATE GDS-4 – LARGE GENERAL GAS DELIVERY SERVICE 377 

 378 

Q. What issue did you take with Ameren’s proposed changes to Rate GDS-4, 379 

Large General Gas Delivery Service in your direct testimony? 380 

A. In direct testimony, I expressed a concern that the rate design presented in the 381 

Company‟s direct testimony was not based on individual Rate Zone ECOSSs 382 

along with the concern over the FERC account alignment.  383 

 384 

Q. With respect to your direct testimony arguments against the Company’s 385 

proposed changes to GDS-4 General Gas Delivery Service, how does Ms. 386 

Althoff respond in her rebuttal testimony? 387 

A. Ms. Althoff disagrees with my arguments against implementing certain changes 388 

to the GDS-4 class. According to Ms. Althoff:  389 

. . . the rates of return by Rate Zone under the Rate Zone and under the 390 

Corrected ECOSSs are similar; thus, the FERC account level allocations by 391 

Rate Zone did not undermine the cost of service foundation as Mr. 392 

Rukosuev alleges. I do agree that the rates of return for GDS-4 by Rate 393 

Zone do vary; as such, the separate ECOSSs do provide better cost based 394 

support for this customer class. (Ameren Exhibit 33.0, p. 13)  395 

Ms. Althoff goes on to state that “AIC‟s approach to rebuttal rate design for GDS-396 

4 was to align prices which relatively matched the Demand and Customer 397 

components of the ECOSSs by Rate Zone. However, AIC balanced this with bill 398 

impacts. Our rebuttal approach should address Mr. Rukosuev‟s concerns given 399 

the separate ECOSSs.” (Id., p. 14) 400 

 401 
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Q. Please discuss the proposed rate design for GDS-4 Large General Gas 402 

Delivery Service. 403 

A. According to the Company, “[t]he pricing structure of GDS-4 includes three 404 

components: Customer Charge, Delivery Charge and Demand Charges. 405 

Presently, Rate Zone I lacks Demand Charges; as such, the approach to the 406 

development of rate design for GDS-4 was done to achieve rate structure 407 

uniformity along with pricing uniformity over time.” (Id.) Rate Zone II and III‟s 408 

present rate structure for GDS-4 Demand Charges will remain unchanged.  Rate 409 

Zone I previously did not have demand meters installed. However, Rate Zone I 410 

now has the necessary metering equipment installed to record demands; as 411 

such, Demand Charges will now be based upon the same structure as Rate 412 

Zone III.  413 

 414 

 The Company proposes a number of changes to the GDS-4 rate class to make 415 

the rate zones more uniform. The Company proposes that Customer Charges for 416 

all rate zones be based on Maximum Daily Contract Quantity (“MDCQ”). 417 

(Ameren Ex. 13.0G, p. 19) According to Ameren, use of MDCQ provides a closer 418 

approximation of the design load that gas planning engineers estimate is 419 

required to serve a customer, which in turn provides a closer link to cost of 420 

service. (Company Response to Staff DR PR 3.15) Also, for Rate Zone I, 421 

delivery charges for both Rider S and Rider T customers will no longer be 422 

distinguished by pressure. Finally, demand charges for Rate Zone I have been 423 

added and will be distinguished by operating pressure for both Rider S and Rider 424 
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T customers. The approach to rate design for the GDS-4 customer class was 425 

developed as a step toward rate structure uniformity as provided in Ameren Ex. 426 

13.7G. (Ameren Ex. 13.0G, p.19) The Company‟s proposed changes can be 427 

found on 2
nd

 Revised Sheet Nos.14.000 through 14.007. 428 

 429 

Q. When did GDS-4 class customers in Rate Zones II and III have their demand 430 

metering first installed? 431 

A.  In response to Staff DR PR 9.05, the Company provided the following historical 432 

information: 433 

GDS-4 in Rate Zone II was approved in Docket Nos. 07-0585 (cons.), and 434 

consists of customers formerly served under Rate 650 – Intermediate 435 

General Gas Service. In Docket Nos. 09-0306 (cons.), GDS-6 was 436 

consolidated with GDS-4. GDS-6 was created in Docket Nos. 07-0585 437 

and consisted of former Rate 700 – Large General Gas Service 438 

customers. Both Rate 650 and Rate 700 were demand metered rates. 439 

Such rates have been demand metered at least since Docket No. 90-440 

0127. 441 

 442 

GDS-4 in Rate Zone III was approved in Docket Nos. 07-0585 (cons.), 443 

and consists of customers formerly served under SC 65 – Large Volume 444 

Firm Gas Service and SC 76 – Transportation of Customer Owned Gas 445 

Service. Both SC 65 and SC 76 were demand metered rates. Such rates 446 

have been demand metered at least since Docket 84-0265. 447 

 448 

Demand metering was installed for affected customers prior to the 449 

effective dates of the tariffs, or prior to the Customer initiating service. 450 

 451 

Q. What benefit do the proposed changes to GDS-4 provide to customers as 452 

compared to retaining the existing rate structure? 453 

A. The Company states that the proposed rate structure better matches costs to 454 

cost causers and that intra-class subsidies will be reduced under the proposed 455 

rate design, in keeping with the Commission‟s Order in Docket Nos. 09-0306 - 456 
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09-0311 (Cons.). (Company Response to Staff DR PR 3.15) 457 

 458 

Q.      Will the proposed changes to the GDS-4 customer class translate into 459 

uniform delivery services prices across rate zones by customer class?  460 

A.       No. As stated in Ms. Althoff‟s direct testimony, “AIC is not proposing uniform 461 

pricing in this proceeding; however, AIC has made appropriate movement toward 462 

pricing uniformity. For example, Customer Charges for Rate Zone I‟s GDS-4 463 

customer class are much lower than the two other rate zones; as such, these 464 

prices were moved closer to those rate zones. It is one of AIC‟s goals to 465 

eventually eliminate pricing differences among Rate Zones, consistent with the 466 

Commission's directive that AIC have uniform customer class rates wherever 467 

possible.” (Ameren Exhibit 13.0G, p. 13) 468 

 469 

Q.       How does the Company justify its proposed changes to the GDS-4 rate 470 

class to make the rate zones more uniform? 471 

A.       The proposal was made to move Rate Zones I, II and III GDS-4 delivery rates 472 

toward price uniformity, consistent with the Commission's directive that AIC have 473 

uniform customer class rates wherever possible. (Docket Nos. 09-0306 et al. 474 

(Cons.), Final Order, p. 264) In its previous rate case, the Company was ordered 475 

to evaluate whether special pricing provisions should be extended to customers 476 

with annual usage over 2 million therms in Rate Zones I and III. (Final Order, 477 

Docket Nos. 09-0306 et al. (Cons.) April 29, 2010, p. 264) The Company has 478 

evaluated the directive in the Commission order and proposes that customer 479 
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demand provides a superior price signal versus customer delivery volumes for 480 

such GDS-4 customers as demand matches the criteria used to plan and design 481 

facilities serving customers; not throughput. As such, in the movement toward 482 

rate uniformity, the Company proposes to migrate toward one uniform demand 483 

charge versus two as currently in place for Rate Zone III. However, bill impacts 484 

prohibit this from occurring in this rate proceeding. (Ameren Ex. 13.0G, pp. 19-485 

20) 486 

 487 

Q.     Do you recommend that the Commission approve the changes to GDS-4? 488 

A.     Yes, I do. Ultimately, I believe that the Company‟s rate design proposal for the 489 

GDS-4 customer class is in the best interest of its customers and therefore, I do 490 

not object to its implementation. Despite the problems with the Company‟s Rate 491 

Zone ECOSSs as discussed previously in my testimony, I find that based on the 492 

Commission‟s directive with respect to the GDS-4 customer class in Docket Nos. 493 

09-0306 et al. (Cons.), Ameren‟s subsequent evaluation and findings with 494 

respect to the GDS-4 customer class, along with general cost principles, together 495 

they all provide a sufficient basis for adoption of this proposal. 496 

 497 

RIDER TBS - TRANSPORTATION BANK SERVICE 498 

 499 

Q.  What considerations guide the implementation of Rider TBS? 500 

A. There are a number of considerations: 501 

 502 
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1. There are policy considerations regarding the unbundled, subscribable banking 503 

service presented in Ameren Illinois‟ Rider TBS. Such policy considerations are 504 

addressed in Staff witness Sackett‟s direct testimony (ICC Staff Ex. 13.0, pp. 12-505 

28) and rebuttal testimony (ICC Staff Ex. 29.0, pp. 9-33)  506 

2. In AIC‟s previous rate case, Staff recommended that the Commission require 507 

Ameren to: 508 

…work with Staff and other interested parties (1) to develop an equitable 509 

allocation process for storage assets, (2) to allow customers to select the 510 

level of banking that best suits their needs, and (3) to develop an 511 

equitable allocation of the costs of providing those services. Staff 512 

proposes that workshops be held to examine these issues. Staff further 513 

recommends that AIU be required to propose in its next rate case tariffs 514 

consistent with these goals using language agreed upon in the 515 

workshops. (Final Order, Docket Nos. 09-0306 et al. (Cons.), April 29, 516 

2010, pp. 276-277) 517 

 518 

3. There is a cost of service consideration. In order to adhere to its policy of setting 519 

rates based on cost, the Commission must begin with a cost of service study that 520 

accurately measures cost of service.  521 

 522 

Q.  How are these considerations related to each other? 523 

A. For Rider TBS to be approved, I believe it should not only make sense from a 524 

policy perspective, but the Company must demonstrate that the rates charged 525 

under the rider are reasonable and cost based. If the proposed rider satisfies the 526 

policy criteria but does not meet the cost standard, then it should not be 527 

approved. 528 

 529 

In my direct testimony, I argued that neither the Company‟s Initial gas ECOSS 530 
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nor the gas Rate Zone ECOSSs provided an accurate measure of cost of 531 

service. Therefore, I argued that the proposed rider does not meet the cost 532 

standard, and I recommended that implementation of Rider TBS should be 533 

delayed until the Company filed a valid supportable cost of service study, which 534 

would presumably occur in Ameren‟s next rate case.  535 

 536 

Q.  Have you changed your position with respect to Rider TBS and if so, why? 537 

A. Yes, I have. Rider TBS should be approved for the following reasons: 538 

a. My primary concerns with the gas Rate Zone ECOSSs have been 539 

addressed as discussed above. (Pages 4-8) 540 

 541 

b. The allocation of costs to the customer classes are based upon various 542 

allocation methodologies, which I accept. (Page 7) 543 

 544 

c. Rider TBS should be approved given the Company‟s customers‟ desire for 545 

alternative banking services as discussed by ICC Staff witness Mr. David 546 

Sackett. (Staff Ex. 29.0, pp. 9-33) 547 

 548 

 RESPONSE TO GFA WITNESS ADKISSON 549 

 550 

Q. What arguments by GFA witness Adkisson do you address? 551 

A. I respond to his discussion of seasonal, temperature-based pricing for a broader 552 

range of customers taking service under the GDS-5 rate. 553 

 554 

Q. What argument does Mr. Adkisson make concerning temperature-based 555 

pricing for a broader range of customers taking service under the GDS-5 556 

rate? 557 

A. Mr. Adkisson argues that the benefits of the GDS-5 rate should be available to 558 
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large, intermediate and small customers that are willing to curtail usage on days 559 

when the average temperature is equal to or below 25 degrees Fahrenheit. (GFA 560 

Exhibit 1.0G, p. 3)  According to Mr. Adkisson, the Company fails to recognize 561 

that the GDS-5 tariff does not send appropriate price signals to small GDS-2 and 562 

GDS-3 customers who are technically eligible to avail themselves of the GDS-5 563 

rate. He states that a typical small to intermediate grain dryer would never be 564 

expected to utilize the GDS-5 tariff because of the proposed high monthly fixed 565 

charges. (Id.) 566 

 Specifically, he believes that a GDS-2 and GDS-3 customer would not be 567 

inclined to pay more for their current delivery charges to avail themselves of the 568 

off-peak provisions of the GDS-5 rate. In contrast, GDS-4 Large General Service 569 

customers are more likely to switch since their current customer charges are “in 570 

the same range” as the GDS-5 customer charges. 571 

 572 

Q. What does Mr. Adkisson propose in this case? 573 

A. Mr. Adkisson proposes adding a new tier with a lower fixed charge within its 574 

GDS-5 rate for smaller off-peak customers to encourage greater utilization of its 575 

distribution system. Specifically, he proposes tiers of fixed monthly charges: 576 

$142.74, $124.40, and $273.24 for Rate Zone I, II, and III, respectively. (GFA 577 

Exhibit 1.0G, p. 4)  These tiers are comparable to the Company proposed GDS-3 578 

rates. 579 

 580 
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Q. Did Mr. Adkisson prepare a GDS-5 tariff exhibit which has customer 581 

charges equal to the customer charges in the GDS-2 and GDS-3 rates? 582 

A. In his direct testimony, Mr. Adkisson prepared a redline version of AIC‟s 583 

proposed GDS-5 tariff (Ameren Exhibit 1.01G) which only has an additional tier 584 

for intermediate size GDS-3 customers. This, in turn, broadens the range of 585 

customer charges that are equal to the AIC proposed customer charges for 586 

GDS-3 rates in the respective rate zones.  Mr. Adkisson states, however, that he 587 

did not propose an additional tier for small GDS-2 size customers to allow for 588 

operational experience and an assessment of acceptance of the GDS-5 589 

seasonal rate by GDS-3 intermediate size customers before considering whether 590 

to expand GDS-5 to GDS-2 small customers. (GFA Exhibit 1.0G, p. 4)   591 

 592 

Q. How do you respond to Mr. Adkissons’ argument? 593 

A. I have concerns about GFA‟s proposal.  First, GFA‟s proposal has the potential 594 

to set back the attainment of cost-based rates. In addition, although I appreciate 595 

GFA's concerns for its members, implementation of this proposal would not be 596 

as straightforward as GFA suggests.   597 

 598 

Q. Please describe the GDS-5 tariff. 599 

A. The GDS-5 tariff is the tariff most applicable to GFA„s members since it reflects 600 

the different impacts seasonal-use customers have on costs associated with gas 601 

delivery. The purpose of the GDS-5 tariff is to promote system reliability by 602 

discouraging gas use by individual customers whose operation on days when 603 



Docket Nos. 11-0279/11-0282 (Cons.) 
ICC Staff Exhibit 31.0 

 

26 

space heating demands increase would cause reliability issues.  The GDS-5 604 

rates are based costs; they reflect the different impacts that seasonal customers 605 

have on fixed and variable costs. 606 

 607 

Q. What analysis has GFA presented regarding the effect its proposal would 608 

have on customers? 609 

A. The GFA fails to address the impact that its proposal may have on customers; it 610 

fails to provide any substantive analysis of the rate or bill impacts of its proposal 611 

on the Company, on its membership, or on any other customers.  Despite 612 

proposing entirely new GDS-5 tier provisions for all three Rate Zones, Mr. 613 

Adkisson provides no analysis of the effects (i.e., rate design, cost allocation, bill 614 

impact analysis, customer rate migration, revenue instability, or cost analysis) of 615 

his proposed recommendation.  616 

 617 

Q. In your opinion, what effect would the GFA’s proposal have? 618 

A. The GFA‟s proposed modification is likely to lead to an inequitable assignment of 619 

costs among customer classes, because the Company already incorporates the 620 

different impacts that seasonal customers have on fixed and variable costs, and 621 

reflects those impacts in the billing components and associated charges of GDS-622 

5.   Without thorough analysis, it is unknown the extent to which this change in 623 

rate design affects the Company‟s cost recovery. To avoid the possibility of 624 

revenue erosion, a complete analysis of the affected service classifications to 625 

determine realignment of class billing determinants would be necessary. Such 626 
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analysis would require assumptions for expected customer migration. 627 

 628 

 In the absence of a thorough analysis, GFA‟s proposal would add ambiguity for 629 

rate administration, which would result in financial uncertainty for the recovery of 630 

a utility‟s approved revenue requirement.  In fact, Mr. Adkisson acknowledges 631 

this in his statement: “[a]lso, when customers have rate options with price signals 632 

to shift usage to off-peak periods, there could be some revenue erosion to AIC if 633 

a significant number of GDS-2 and GDS-3 customers were to switch to an 634 

optional GDS-5 seasonal rate.” (Id.)   635 

 636 

Although Mr. Adkisson made a limited analysis of the potential revenue erosion 637 

to AIC if all twelve GDS-3 grain dryer customers were to switch to an expanded 638 

GDS-5 seasonal rate, stating that “[i]f all twelve eligible GDS-3 grain dryers 639 

accounts switched to an expanded GDS-5 seasonal rate and the Commission 640 

approved 100% of the increase in rates requested by AIC, the potential revenue 641 

erosion would be approximately $20,052 annually. (GFA Exhibit 1.0G, p. 5) In 642 

response to Mr. Adkisson‟s very limited analysis, Company witness Althoff 643 

correctly stated that:  644 

AIC would very well exceed this potential revenue erosion number given 645 

that AIC‟s has over 80 more grain drying customers currently served 646 

under GDS-3 that could switch to GDS-5. At that point, revenue erosion 647 

and cost subsidization would be even greater given 12 versus over 80 648 

customers. For this reason and more importantly, the cost differential of a 649 

GDS-3 meter versus a demand meter necessary to provide service under 650 

GDS-5, Mr. Adkisson‟s proposal should be rejected. (Ameren Ex. 33.0, 651 

pp. 28-29) 652 

 653 
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 In effect, there would have to be adjustments to other rates in order for the 654 

Company to make up any revenue shortfall created by GFA‟s proposal. 655 

 656 

Q. Are Ameren’s proposed GDS-5 tariff charges unreasonable? 657 

A. No.  Although under the Company‟s current GDS-5 tariff provisions small and 658 

intermediate GDS-2 and GDS-3 customers might not financially benefit from 659 

switching to the optional GDS-5 tariff (because of the proposed high monthly 660 

fixed charges), this fact alone does not necessarily render the GDS-5 tariff 661 

unreasonable. The current GDS-5 rates are based on cost and no showing has 662 

been made that an additional tier would better capture the cost impacts of 663 

seasonal customers.  664 

 665 

 The GFA‟s proposal would add ambiguity for rate administration, which would 666 

result in financial uncertainty for the recovery of Ameren‟s approved revenue 667 

requirement.  In fact, Mr. Adkisson acknowledges this, stating: “[a]lso, when 668 

customers have rate options with price signals to shift usage to off-peak periods, 669 

there could be some revenue erosion to AIC if a significant number of GDS-2 670 

and GDS-3 customers were to switch to an optional GDS-5 seasonal rate.” (GFA 671 

Exhibit 1.0G, p.4)  In effect, the Commission would have to allow adjustments to 672 

other rates in order for the Company to make up any revenue shortfall created by 673 

GFA‟s proposal. 674 

 675 

 Moreover, tariff applicability provisions that allow a customer to select between 676 
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standard GDS rate classes without any meaningful change in usage patterns can 677 

also be detrimental to other customers over the long run, as rates are 678 

established in future rate cases. In other words, although Mr. Adkisson states 679 

that, “GFA favors movement toward uniformity of tariffs among the three Rate 680 

Zones” (GFA Exhibit 1.0G, p. 2), In sum, Mr. Adkinsson‟s simplistic proposal 681 

seems to have no place in a case where the Commission is  expecting of all the 682 

parties to work through complex cost-of-service determinations. 683 

 684 

Q. What do you recommend? 685 

A  For all the reasons identified above, I recommend that the Commission reject the 686 

GFA„s proposal to add an additional tier to GDS-5 across all rate zones. 687 

 688 

Q. Does this complete your prepared rebuttal testimony? 689 

A. Yes, it does. 690 


