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I.   Executive Summary  1 

 The Staff’s recommended increase in revenue requirement is based upon an adjusted 2 

test year for the twelve months ending March 31, 2014, including true-up estimates through 3 

December 31, 2014.  The Staff’s recommended revenue requirement increase for Union 4 

Electric Company d/b/a Ameren Missouri (“Ameren Missouri”) is $97,685,095 to 5 

$128,594,790 based on a return on equity (“ROE”) range of 9.00% to 9.50%.  The Staff’s 6 

revenue requirement as presented in its Accounting Schedules filed December 5, 2014, 7 

includes expected changes for a true-up ending December 31, 2014, based on current 8 

information.  Also, additional information through January 1, 2015, is considered for 9 

inclusion in the cost of service during the true-up agreed to by the parties and ordered by the 10 

Commission.1  The Staff’s final amount recommendations will be based on its true-up audit. 11 

 Ameren Missouri has eight (8) active service classifications.  The service 12 

classifications are:  (1) residential (“Res”), (2) small general service (“SGS”), (3) large 13 

general service (“LGS”), (4) small primary service (“SPS”), (5) large primary service 14 

(“LPS”), (6) large transmission service (“LTS”), (7) three street and outdoor area lighting 15 

groups, and (8) the Metropolitan St. Louis Sewer District (“MSD”) classification.  Staff 16 

combined the LGS and SPS rate classifications and included MSD in its SGS class as further 17 

explained in its rate design section. 18 

 As explained in its CCOS Report, Staff recommends that the allocation of any rate 19 

increase for Ameren Missouri that is ordered will be accomplished with a six-step process: 20 

1. Based on CCOS results, Step 1 is to increase/decrease the current base retail revenue 21 
on a revenue-neutral basis to various classes of customers.  The Ameren Missouri Res 22 
class should receive a positive 0.50% adjustment, the LTS class should receive a 23 

                                                 
1 Order Adopting Procedural Schedule, Establishing Test Year, and Delegating Authority effective August 20, 
2014. 
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positive 0.50% adjustment, and the classes of customers (SGS, and LGS/SPS) should 1 
receive a negative adjustment of approximately 0.63%. 2 

 3 
2. Step 2 is to assign directly to applicable customer classes the portion of the revenue 4 

increase/decrease that is attributable to Energy Efficiency (“EE”) programs from 5 
Pre-MEEIA (“Missouri Energy Efficiency Investment Act”) program costs.  The 6 
Pre-MEEIA program costs consist of the program costs for increases/decreases in the 7 
revenue requirement associated with the amortization of pre-MEEIA program costs. 8 

 9 
3. Step 3 is to determine the amount of revenue increase awarded to Ameren Missouri 10 

that is not associated with the EE revenue from pre-MEEIA revenue requirement 11 
assigned in Step 2, by subtracting the total amount in Step 2 from the total increase 12 
awarded to Ameren Missouri.  This amount will be allocated to customer classes as an 13 
equal percent of current base revenues after making the adjustment in Step 1. 14 
 15 

4. Step 4 recommends that the Commission should order Ameren Missouri’s rate 16 
schedules to be uniform for certain interrelationships among the non-residential rate 17 
schedules that are integral to Ameren Missouri’s rate design.  The following features 18 
are uniform and should remain uniform: (a) the value of the customer charge will be 19 
uniform across rate schedules, with the customer charge on the SPS, LPS, and LTS 20 
rate schedules being the same; (b) the rates for Rider B voltage credits will be the 21 
same under all applicable rate schedules; (c) the rate for the Reactive Charge will be 22 
the same for all applicable rate schedules; and (d) the rate associated with Time-of-23 
Day meter charge will be the same for all applicable non-residential rate schedules 24 
(LGS, SPS, LPS, and LTS). 25 
 26 

5. Step 5 recommends that, based on CCOS results, the residential customer charge rate 27 
remain at the current charge of $8.00 per month.  28 

 29 
6. Step 6 recommends that each rate component of each class be increased across-the-30 

board for each class on an equal-percentage basis after consideration of steps 1 31 
through 5 above. 32 

 33 
7. Ameren Missouri proposes a residential low-income exemption for energy efficiency 34 

charges relating to MEEIA.  Ameren Missouri’s testimony outlines that the low-35 
income exemption may save some low-income customers nearly $4.50 per month.  36 
The Staff is not opposed to the concept of a low-income exemption for qualified 37 
residential customers as defined in MEEIA statute 393.1075, RSMo.  This means low-38 
income residential customers will be exempt from Rider Energy Efficiency Investment 39 
Charge (“EEIC”) charges.  Ameren Missouri’s proposal does not have a revenue 40 
requirement impact in this current case but would allow for the concept in the next 41 
Rider EEIC  filing. 42 

 43 
8. Adopt Rider Fuel and Purchased Power Adjustment Clause ("FAC") tariff sheets 44 

consistent with Staff CCOS Report. 45 
 46 
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9. To address Commission questions related to the Order Directing Consideration of a 1 
Certain Rate Design Question.  The Commission is interested in obtaining information 2 
and analysis as to whether rate design mechanisms should be established to promote 3 
stability or growth of customer levels in geographic locations where there is 4 
underutilization of existing infrastructure.  Additionally, the Commission outlined nine 5 
additional questions which Staff addresses. 6 

 7 
Staff’s CCOS and Rate Design objectives in this report are: 8 

1. To present an overview of Staff’s CCOS study and the study results based upon the 9 
test year of April 1, 2013, through March 31, 2014, updated and trued-up through 10 
December 31, 2014. 11 
 12 

2. Provide the Commission with a rate design recommendation based on each customer 13 
class’s relative cost-of-service responsibility. 14 
 15 

3. Provide methods to implement any Commission-ordered overall change in customer 16 
revenue responsibility in rates.  17 
 18 

4. Retain, to the extent possible, existing rate schedules, rate structures, and important 19 
features of the current rate design and mitigate the potential for rate shock. 20 

 21 
 Staff’s Class Cost-of-Service and Rate Design Report (“CCOS Report”) is organized 22 

into the following main sections.  They are: 23 

• Executive Summary 24 

• Class Cost-of-Service and Rate Design Overview 25 

• Staff  Class Cost-of-Service Study 26 

• Rate Design 27 

• Fuel and Purchased Power Adjustment Clause tariff sheet recommendations 28 

• Residential Low-Income MEEIA Exemption 29 

• Residential Time-of-Day Pilot 30 

• Residential Customer Charge 31 

• Addresses Commission questions related to the Order Directing Consideration of a 32 

Rate Design Question 33 
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Current Class Revenues and Cost to Serve 1 

Table 1 shows the rate revenue shifts necessary for the current rate revenues from each 2 

customer class to exactly match Staff’s determination of Ameren Missouri’s cost of serving 3 

that class.  Additionally, Table 1 shows the cost-to-serve based on Staff’s revenue deficiency 4 

recommendation of $113,139,943. 5 

 
Table 1 

Summary Results of Staff's CCOS Study - Ameren Missouri 

      
  Revenue  CCOS 
Customer Class Deficiency % Increase 
      
Residential  $86,896,941  7.10% 

   Small General Service/Municipal Sewer District $16,574 0.01% 

   Large General Service/Small Primary Service $-6,064,754  -0.76% 

   Large Primary Service $6,904,972  3.39% 

   Large Transmission Service $23,646,409 14.84% 

   Lighting $1,739,799  4.51% 

   Total (Rounded) $113,139,943  4.16% 
 6 

Staff developed its analysis of the cost of serving each class using inputs taken from 7 

Staff’s Revenue Requirement Cost of Service Report (“COS Report”) and the Staff 8 

Accounting Schedules filed in this case on December 5, 2014.  Staff’s recommended revenue 9 

requirement increase for Ameren Missouri is $97,685,095 to $128,594,790, based on a return 10 

on equity (“ROE”) range of 9.00% to 9.50%.  Staff supports the mid-point of its ROE 11 

recommendation of 9.25% and a corresponding revenue requirement increase of 12 
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$113,139,943.  Staff’s revenue requirement as presented in its Accounting Schedules includes 1 

expected changes for a true-up ending December 31, 2014, based on current information.  For 2 

example, the plant and depreciation reserve balances have been adjusted to reflect the 3 

anticipated additions through the December 31, 2014, true-up period. 4 

 The results of a CCOS study can be presented either in terms of (1) the rate of return 5 

realized for providing service to each class or (2) in terms of the revenue shifts (expressed as 6 

negative or positive dollar amounts or percentages) that are required to equalize the utility’s 7 

rate of return from each class.  Staff prefers to present its results in the latter format, i.e., 8 

negative or positive dollar amounts or percentages.  The results of Staff’s analysis are 9 

presented in terms of the shifts in revenue that produce an equal rate of return for Ameren 10 

Missouri from each customer class.   11 

A negative amount or percentage indicates revenue from the customer class exceeds 12 

the cost of providing service to that class; therefore, to equalize revenues and cost-of-service, 13 

rate revenues should be reduced, i.e., the class has overpaid.  A positive amount or percentage 14 

indicates revenue from the class is less than the cost of providing service to that class; 15 

therefore, to equalize revenues and cost-of-service, rate revenues should be increased, i.e., the 16 

class has underpaid.   17 

The customer classes used in Staff’s study correspond to Ameren Missouri’s current 18 

rate schedules, except Staff combined all lighting rate schedules into one customer class for 19 

its study.  Aside from lighting rate schedules, Ameren Missouri has six rate schedules:  20 

Residential, Small General Service, Large General Service, Small Primary Service, Large 21 

Primary Service, and Large Transmission Service.   22 
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II. Class Cost-of-Service and Rate Design Overview 1 

 The purpose of a Class Cost-of-Service (“CCOS”) study is to determine whether each 2 

class of customers is providing the utility with the level of revenue necessary to cover (1) a 3 

return on the utility’s investments required or allocated to provide service to that class of 4 

customers and (2) the utility’s ongoing expenses required or allocated to provide electric 5 

service to that class of customers.  A CCOS study provides a basis for allocating and/or 6 

assigning the utility’s total cost of providing electric service to all the customer classes in a 7 

manner reasonably reflecting cost causation.  Staff’s CCOS study is a continuation and 8 

refinement of Staff’s cost-of-service revenue requirement study, resulting in a reasonable 9 

allocation of the costs incurred in providing electric service to each of Ameren Missouri’s 10 

customer classes.  Since those costs equate to the utility’s revenue requirement as determined 11 

by Staff in its Cost of Service Report filed December 5, 2014, the results of Staff’s CCOS 12 

study are the initial basis for Staff’s recommended class revenue requirements of each 13 

customer class for an equitable share of the utility’s total annual cost of providing electric 14 

service.  As discussed in the sections of this report concerning rate design, consideration of 15 

policy, subsidy, and promotional practices are also taken into account in Staff’s ultimate 16 

recommendation of class revenue recovery through rate design.2  17 

Staff Expert: Robin Kliethermes 18 

III. Staff’s Class Cost-of-Service Study 19 

 The results of Staff’s CCOS study appear in Table 1 above and are outlined in Table 2 20 

below.  21 

                                                 
2 Schedule CCOS-1 provides fundamental concepts, terminology, and definitions used in CCOS studies and rate 
design.  It addresses functionalization, classification, and allocation as used in CCOS studies. 
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Table 2 
Summary Results of Staff's CCOS Study 

 Residential SGS LGS/SPS LPS LTS Lighting 

Cost of 
Service  $1,449,353,868 $334,152,745 $888,832,821 $239,151,007 $212,266,484 $41,985,938 

Off-System 
Sales Margin $138,808,913 $33,196,789 $99,517,817 $28,483,447 $29,247,095 $1,698,592 

Net Cost of 
Service $1,310,544,955 $300,955,956 $789,315,004 $210,667,560 $183,019,389 $40,287,346 

Current Rate 
Revenues $1,223,648,014 $300,939,382 $795,379,758 $203,762,588 $159,372,980 $38,547,547 

Required 
Increase $86,896,941 $16,574 -$6,064,754 $6,904,972 $23,646,409 $1,739,799 

CCOS % 
Increase 7.1015% 0.0055% -0.7625% 3.3887% 14.8372% 4.5134% 

Less System 
Average 4.1570% 4.1570% 4.1570% 4.1570% 4.1570% 4.1570% 

Revenue 
Neutral % 

Increase 
2.9444% -4.1515% -4.9195% -0.7683% 10.6801% 0.3564% 

 1 

The changes shown in Table 2 are the changes to the current rate revenues of each 2 

customer class required to exactly match that customer class’s rate revenues with Ameren 3 

Missouri’s cost to serve that class.  The results are also presented, on a revenue-neutral basis, 4 

as the revenue shifts (expressed as negative or positive dollar amounts or percentages) that are 5 

required to equalize the utility’s rate of return from each class.   6 

 "Revenue neutral" means that the revenue shifts among classes do not change the 7 

utility’s total system revenues.  The revenue neutral format aids in comparing revenue 8 

deficiencies between customer classes and makes it easier to discuss revenue neutral shifts 9 

between classes, if appropriate.  The overall revenue increase recommended as described in 10 

Staff’s COS Report was 4.157%.  For CCOS purposes, Staff calculates the revenue neutral 11 

increase that would be necessary for each class to match its cost of service by subtracting the 12 

overall system average increase of 4.157% from each customer class’s required-percentage 13 

increase.  This provides the revenue-neutral adjustment to rate revenue that would be 14 
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necessary to match the revenues Ameren Missouri should receive from that class to Ameren 1 

Missouri’s cost to serve that class shown in Table 2.   2 

Staff performed three CCOS studies: the Detailed BIP study that is the basis for 3 

Staff’s recommended cost-causation results, a Market Price study relying directly on MISO 4 

energy prices, and a Modified BIP study relying on the production cost allocation 5 

methodology similar to that used by Staff in Ameren Missouri’s last general rate case.  The 6 

results of all three studies are consistent in indicating that the Residential and LTS classes are 7 

contributing relatively less to Ameren Missouri’s cost of service than are the other classes, as 8 

indicated in the following graphs: 9 

 10 
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load factor that take service at a relatively high voltage level are generally less expensive to 1 

serve than classes with a low load factor taking service at a relatively low voltage level.4   2 

 3 

The production energy, capacity, and transmission cost of service as found in the Detailed 4 

BIP study is provided below in Dollars per MWh: 5 

 6 

 A CCOS study is not precise and is used only as a guide for designing rates.  For 7 

example, bill impacts, simplicity, rate stability, fairness among different consumers, and 8 

customer understandability are also factors considered in designing rates.  Staff’s CCOS study 9 

                                                 
4 Of particular note is the relative capital intensiveness of the Lighting class, which results in a relatively high 
cost of service when analyzed only on the energy consumed by the class. 
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used costs and revenues from Staff’s accounting information and other sources as outlined 1 

below.  2 

Staff Experts: Sarah Kliethermes and Robin Kliethermes 3 

A. Data Sources 4 

  Staff’s CCOS study utilized the Staff’s revenue-requirement recommendations as filed 5 

on December 5, 2014, through Staff’s direct revenue requirement cost-of-service 6 

recommendation for Ameren Missouri’s retail cost-of-service. 5  This data includes: 7 

• Adjusted Missouri investment and expense data by FERC account; 8 

• Normalized and annualized rate revenues; 9 

• Fuel and purchased power costs; 10 

• Other operating and maintenance expenses; 11 

• Depreciation and amortizations; 12 

• Taxes; 13 

• For each class, Staff's determination of weather-adjusted, customer-coincidental 14 
peaks, customer-non-coincidental peaks, customer-maximum peaks, and annual 15 
energy ; and  16 

• Off-system sales revenues. 17 

 In addition, data was also obtained from Ameren Missouri witness William Warwick’s 18 

direct testimony and workpapers from this case, which includes allocation factors for specific 19 

customer allocations.  These allocation factors relate to information on meters, meter reading, 20 

uncollectible accounts, customer premise installations, and customer deposits. 21 

Staff Experts: Sarah Kliethermes and Robin Kliethermes 22 

                                                 
5 Amounts for which recovery has been requested by Ameren Missouri, but not recommended for recovery at 
this time by Staff, are not considered.  For example, any rate recovery related to the Accounting Authority Order 
resulting from Case No. EU-2012-0027 may be directly assigned to the LTS class, but it is not addressed in this 
Report because recovery was not recommended by Staff. 
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B. Functions 1 

 The major functional-cost categories Staff used in its CCOS study are Production, 2 

Transmission, Distribution, and Customer.  Within the Production Function, a distinction was 3 

made between Production-Capacity and Production-Energy.  "Production-Capacity" costs are 4 

those costs directly related to the capital cost of generation.  "Production-Energy" costs are 5 

those costs related directly to the customer’s consumption of electrical energy (i.e., kilowatt-6 

hours) and consist primarily of fuel, fuel handling, and the energy portion of net interchange 7 

power costs.  Table 3 and the graph below show the percentage of total costs associated with 8 

each major function for all of Ameren Missouri’s classes, as consolidated. 9 

TABLE 3 10 

Functionalized Costs 
Production Capacity-Related  $           774,860,684  24% 
Production Energy-Related  $        1,066,745,319  34% 
Production O&M  $           431,667,345  14% 
Transmission  $           154,762,142  5% 
Distribution   $           552,660,768  17% 
Customer   $           136,140,601  4% 
Pre-MEEIA Energy 
Efficiency  $             16,526,671  1% 
Renewable Energy Standard  $             32,379,336  1% 
 Total    $        3,165,742,865  100% 

 11 
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C. Allocation of Production Costs 1 

 For class-cost-of-service purposes, Staff assumes that all of Ameren Missouri’s 2 

generation facilities are primarily used to produce electricity for Ameren Missouri's retail 3 

customers in Missouri.  Ameren Missouri’s costs for plant investment and the production 4 

expenses appearing on its income statement are appropriately allocated by a production-5 

capacity (demand) or a production-energy (energy) allocator.  Ameren Missouri’s generation 6 

facilities are predominantly considered fixed assets, and so the costs of these assets are 7 

considered demand-related and apportioned to the rate classes on the basis of the production-8 

capacity allocator.6  Fuel expense related to running the generation plants and purchased 9 

power used to serve load are considered energy-related and allocated to rate classes on the 10 

basis of the production-energy allocator.7  The demand and energy characteristics of Ameren 11 

Missouri’s load requirement are both important determinants of production cost and expense 12 

allocations, since load must be served efficiently over time throughout the day and year.   13 

To establish class revenue responsibilities for production costs and expense, Staff 14 

developed allocators based on a Base-Intermediate-Peak ("BIP") method.  Under the BIP 15 

method, the utility company’s required return on generation asset investments, and the 16 

ongoing energy-related expenses of providing service, are allocated based on: 17 

1. A base component consisting of the investment and expenses determined 18 
to be used to meet the average energy requirements of a given customer 19 
class; 20 

2. An incremental intermediate component consisting of the investment and 21 
expenses determined to be used to serve the energy and demand 22 

                                                 
6 "Demand-related" costs are rate base investment and related operating and maintenance expenses associated 
with facilities necessary to supply a customer’s service requirements (kW) during periods of maximum, or peak, 
levels of power consumption. 
7 "Energy-related" costs are those costs related directly to the customers’ consumption of electrical energy 
(kilowatt-hours) and consist primarily of fuel, fuel handling, and the energy portion of net interchange power 
costs. 
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requirements associated with the average 12 Coincident Peaks (“12 CP”)8 1 
of demand for electricity for a given class minus the base component 2 
previously allocated; and  3 

3. A peaking component consisting of the investment and expenses 4 
determined to be used to serve the energy and demand requirements 5 
associated with the average 4 CP9 component of demand for electricity 6 
less the base and intermediate components previously allocated. 7 

The BIP method is described in the NARUC Electric Utility Cost Allocation Manual 8 

(“NARUC Manual”).10  The NARUC Manual11 in Part IV, C, Section 2, describes the BIP 9 

method as a time-differentiated method that assigns production plant costs to three rating 10 

periods, (1) peak hours, (2) secondary peak, or intermediate hours, and (3) base-loading 11 

hours.   12 

Because Ameren Missouri’s generation fleet contains a relatively small proportion of 13 

the physical plant types assumed to serve intermediate load under the BIP method as 14 

described in the NARUC Manual, Staff has developed a method to reasonably assign Ameren 15 

Missouri’s generation assets to the BIP components for purposes of developing an allocator.  16 

Under this approach, Ameren Missouri’s net investment in each of the plants assigned to each 17 

of the BIP components is allocated to the classes based on each class’s base, intermediate, and 18 

peak demand (in MW).12  The relative value – by class – of the investment allocated to each 19 

class is used as the Production-Capacity allocator.13  The fuel cost on a per kWh basis for 20 

                                                 
8 "12 CP" is each month’s maximum peak demand of each customer class at the time of the system peak the 
months of January through December. 
9  "4 CP" is peak demand of each customer class during the four highest system peaks: January, June, July, and 
August.  
10 Published January 1992. 
11 Schedule CCOS-2 details the BIP method as described in the NARUC Manual. 
12 This treatment results in the Sioux generating facility being entirely assigned to the intermediate components.  
However, because Sioux is the only Ameren Missouri production plant with scrubbers, including an unadjusted 
value for Sioux as the basis for the determination of intermediate capacity cost allocation would create an 
inappropriate price signal that intermediate capacity is more costly than base capacity.  Staff adjusted Sioux’s net 
plant value used in the assignment of plant to BIP components to smooth the capacity cost curve, by removing 
the net value of the scrubbers. 
13 A separate capacity-related allocator is used to allocate the return on investment associated with fuel stored at 
the various generation stations. 
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each plant, as used in the Staff revenue requirement, is used as the relative prices to serve 1 

each class’s base, intermediate, and peak load (in MWh).  The relative value – by class – of 2 

the fuel to serve the load requirements of each class is used as the Production-Energy 3 

allocator.14  Thus, Staff’s use of the BIP is a reasonable method for allocating the production-4 

related costs and expenses as well as the capacity-related and energy-related portions of off- 5 

system sales revenues.  This consistency is appropriate as expenses follow plant. 6 

As assumed under the NARUC Manual, base load units have high capital costs and 7 

have lower, constant running costs.  Intermediate units have capital costs and operating 8 

characteristics between those of base-load units and peaking units, and are typically combined 9 

cycle gas units or very small coal thermal plants.  For purposes of the BIP, these units are 10 

assumed to generate only when demand exceeds base load requirements.  Peaking units have 11 

low capital costs but are relatively more costly to run.  For purposes of the BIP, it is assumed 12 

that these units run only for the few hours of the year when the system load is the highest.15   13 

 Staff determined which generation assets were used to serve base, intermediate, and 14 

peak load by ranking the capacity associated with the investment in each Ameren Missouri 15 

generating asset by its operating cost per MWh as found through Staff’s production modeling 16 

described in the Cost of Service Report filed December 5, 2014.  The BIP method allocates 17 

Production-Capacity costs by recognizing that generation is built to meet peak, intermediate, 18 

and base demands and energy requirements.  Staff’s BIP method assigns generation assets to 19 

                                                 
14 A separate energy-related allocator is used to allocate the operations and maintenance expense associated with 
each of the various generation stations. 
15 In practice, because Ameren Missouri participates in the MISO integrated energy market, its generation is 
dispatched as part of the larger MISO fleet.  For example, its combustion turbines (“CTs”) may be dispatched at 
night to assist in wind integration, as opposed to operating at times of peak demand when another utility may 
have less expensive energy available.  However, MISO’s dispatch is ordered according to security-constrained 
economic merit, which results in price signals stacking in a manner consistent with those experienced by a utility 
with a generation fleet that includes the relative amounts of each base, intermediate, and peak generation units 
assumed in the NARUC Manual. 
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each BIP component as needed to serve each class’s demand and energy requirements.  The 1 

net value of Ameren Missouri’s investment in each of those generating assets assigned to 2 

components and allocated to classes is the basis for the calculation of the BIP Production-3 

Capacity allocator.16  The BIP Production-Capacity components are: 4 

1) The Base Production-Capacity costs are assigned to each customer class 5 
based upon that class’s average demand.  6 
2) The Intermediate Production-Capacity costs are assigned to each customer 7 
class based upon that class’s intermediate demand, less that class’s average 8 
demand.  The class intermediate demand is the average of that class’s 12 9 
coincident peaks.  10 
3) The Peak Production–Capacity costs are assigned to each class based upon 11 
each class’s peak demand, less that class’s intermediate demand.  The class’s 12 
peak demand is the average of that class’s 4 coincident peaks. 17    13 

The relative value of the sum of each class’s capacity-related costs assigned under each BIP 14 

component is the BIP Production-Capacity allocator.  Table 4 below, provides the coincident 15 

peak for the normalized twelve months of class load.  Ameren Missouri is generally a 16 

summer-peaking utility with three of the system’s four highest monthly peaks occurring in the 17 

summer season (June through August).18   18 

                                                 
16 The BIP Production – Capacity allocator is used to allocate both gross plant in service and accumulated 
depreciation reserve and other offsets to rate base.  
17 Because Ameren Missouri has investment in generation capacity that exceeds the peak load for class cost of 
services purposes, this additional portion of Ameren Missouri assets is not directly assigned when ordering the 
BIP components.  However, the BIP Production-Capacity allocator is used to allocate cost responsibility for all 
of the return on Ameren Missouri investment in generation assets to the retail classes. 
18 The four highest system peaks are all within 90% of the system peak.  
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E. Allocation of Distribution Costs 1 

 The distribution system converts high voltage power from the transmission system 2 

into lower primary voltage and delivers it to large industrial complexes, and further converts it 3 

into even lower secondary voltage power which can be delivered into homes for lights and 4 

appliances.  Distribution is the final link in the chain built to deliver electricity to customers’ 5 

homes or businesses.  A utility’s distribution plant includes distribution substations, poles, 6 

wires, and transformers, as well as service and labor expenses incurred for the operation and 7 

maintenance of these distribution facilities.  Voltage level is a factor that Staff considered 8 

when allocating distribution costs to customer classes.  A customer’s use or non-use of 9 

specific utility-owned equipment is directly related to the voltage level needs of the customer.  10 

All residential customers are served at secondary voltage; non-residential customers are 11 

served at secondary, primary, substation, or transmission level voltages.  Only those 12 

customers in customer classes served at substation voltage or below, except for the LTS class, 13 

were included in the calculation of the allocation factor for distribution substations.  Staff 14 

used each class’s annual non-coincident peak (as measured at substation voltage) to allocate 15 

substation costs. 16 

 Staff allocated the costs of the primary distribution facilities on the basis of each 17 

customer class’s annual non-coincident peak demand measured at primary voltage.  All 18 

customers, except those served at transmission level, (i.e., primary and secondary customers), 19 

were included in the calculation of the primary distribution allocation factor, so that 20 

distribution primary costs were allocated only to those customers that used these facilities.   21 

 Staff allocated the costs of distribution secondary and line transformers on the basis of 22 

each class’s annual-peak demand and on customer maximum demands.  Consideration of load 23 
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diversity is important in allocating demand-related distribution costs because the greater the 1 

amount of diversity among customers within a class or among classes, the smaller the total 2 

capacity (and total cost) of the equipment required for the utility company to meet those 3 

customers’ needs.  Load diversity exists when the peak demands of customers do not occur at 4 

the same time.  The spread of individual customer peaks over time within a customer class 5 

reflects the diversity of the class load.  Therefore, when allocating demand-related distribution 6 

costs that are shared by groups of customers, it is important to choose a measure of demand 7 

that corresponds to the proper level of diversity.  The following table summarizes the types of 8 

demand Staff used for allocating the demand-related portions of the various distribution 9 

function categories. 10 

Table 5 
Allocation of Demand-Related Distribution Facilities 

Functional   Amount of 
Category  Demand Measure Diversity 

N/A Coincident Peak High 
Substations Class Peak Moderate to High 

Primary Class Peak Moderate to High 
OH/UG Conduits/Conductors Diversified Peak Low to Moderate 

Line Transformers Diversified Peak Low to Moderate 

 Coincident-peak demand is “the demand of each customer class and each customer at 11 

the hour when the overall system peak occurs.”  Coincident-peak demand reflects the 12 

maximum amount of diversity because most customer classes are not at their individual class 13 

peaks at the time of the coincident peak.  Class-peak demand, which is “the maximum hourly 14 

demand of all customers within a specific class,” often does not occur at the same hour, i.e., 15 

does not coincide with, the system peak.  Although not all customers peak at the same time, 16 

due to intra-class diversity, to achieve the class peak a significant percentage of the customers 17 

in the class will be at or near their peak.  Therefore, class-peak demand will have less 18 

diversity than the class’ load at the time of system peak.  19 
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 “Diversified demand” is the weighted average of the class’s customer-maximum 1 

demand and its annual maximum class-peak demand.  As constructed, diversified demand has 2 

less diversity than the class peak, but more diversity than the customer-maximum demand.  3 

Customer-maximum demand has no diversity.  It is defined as the sum of the annual-peak 4 

demand of each customer, whenever it occurs.  If there is no sharing of equipment, there is no 5 

diversity.  6 

 Staff recommends allocating the costs of distribution secondary and line transformers 7 

on the basis of each class’s annual-peak demand and on customer maximum demands.  Only 8 

secondary customers served at the secondary voltage level were included in the calculation of 9 

the allocation factor, so that distribution secondary costs were allocated only to those 10 

customers that use these facilities. 11 

Staff Expert: Robin Kliethermes 12 

F. Allocation of Customer Related Costs 13 

 Customer costs include labor expenses incurred for billing and customer services.  14 

Customer-related costs are costs necessary to make electric service available to the customer, 15 

regardless of the electric service utilized.  Examples of such costs include meter reading, 16 

billing, postage, customer accounting, and customer service expenses. 17 

 Staff recommends allocating distribution service lines using each class’s maximum 18 

daily demand at secondary voltage.23  Staff recommends allocating meter costs using the 19 

                                                 
23 Staff has typically allocated certain values such as property tax on the percent of each class’s previously 
allocated net plant.  However, regarding distribution service lines, the distribution service lines reserve balance is 
currently greater than the distribution service lines plant balance.  This alignment results in a negative net plant 
value associated with distribution service lines.  Because use of this allocator relying on a negative plant value 
would result in an unreasonable allocation of costs and the value of costs allocated is relatively large, Staff was 
concerned that use of the Net Plant Allocator would unreasonably allocate costs in this case in a manner that 
could impact the reliability of the overall costs.  For this reason, Staff used each class’s previously allocated 
percentage of gross plant for the allocation of costs typically allocated with the Net Plant Allocator.  The Gross 
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same allocator that Ameren Missouri’s used to allocate meter costs.  This allocator is based on 1 

an Ameren Missouri study that weights the meter investment by class, and by the cost of the 2 

meter used to serve that class.  Staff recommends using the same allocators that Ameren 3 

Missouri used for allocating meter reading costs, uncollectible accounts, and for allocating 4 

customer deposits.  These three allocators are derived using Ameren Missouri’s studies that 5 

directly assign the costs of meter reading, uncollectible accounts, and customer deposits to the 6 

customer classes.  The allocators are the fraction of total costs of meter reading, uncollectible 7 

accounts and customer deposits assigned to each class, respectively.  Staff allocated other 8 

customer service-related accounts on customer counts or according to Ameren Missouri’s 9 

CCOS study. 10 

Staff Expert: Robin Kliethermes 11 

G. Revenues  12 

Operating revenues consist of (1) the revenue that the utility collects from the sale of 13 

electricity to Missouri retail customers ("rate revenue") and (2) the revenue the utility receives 14 

for providing other services ("other revenue").  Rate Revenues are also used in developing 15 

Staff’s rate-design proposal and will be used to develop the rate schedules required to 16 

implement the Commission’s ordered revenue requirement and rate design for Ameren 17 

Missouri in this case.  The normalized and annualized class rate revenues in Staff’s Cost of 18 

Service Revenue Requirement Report (“COS Report”) filed December 5, 2014, were used in 19 

Staff’s CCOS Study. 20 

 Other Electric Revenues were also allocated to the rate classes using an allocator that 21 

was weighted on both Production-Capacity and Production-Energy to properly return fuel 22 

                                                                                                                                                         
Plant Allocator results in allocation of costs that is not unreasonable, and the resulting allocation does not 
degrade the overall reliability of Staff’s CCOS studies. 
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costs for off-system-sales to the classes that contributed those fuel costs.  The majority of 1 

other electric revenues pertain to off-system sales (“OSS”).  Positive off-system sales 2 

revenues result from dispatch of Ameren Missouri’s generation fleet into the day-ahead, real-3 

time, and ancillary services market to serve MISO system load.  As described in the COS 4 

Report by Lisa Hanneken, day-ahead and real-time off-system sales revenues are a product of 5 

the market price in a given hour and the difference between Ameren Missouri’s native load 6 

requirements and Ameren Missouri’s dispatched generation in that hour.  7 

As discussed above, all of Ameren Missouri’s fuel and purchased power expenses are 8 

allocated to classes through the Production-Energy allocator.  Those fuel costs include the 9 

fuel used to generate energy sold as off-system sales.  It is necessary to compensate each class 10 

pro-rata for the share of fuel allocated to that class for off-system sale generation.  To 11 

determine this amount, Staff found the percentage of total fuel and purchased power expense 12 

as modeled in the Staff fuel run that is related to off-system sales.  Off-system sales revenues 13 

in an amount equal to the off-system sales fuel is allocated to the retail classes using the 14 

Production-Energy allocator.  This compensates each class for the share of fuel and purchased 15 

power expense that were used to generate the off-system sales energy that were allocated to 16 

each class as discussed above.   17 

The balance of off system-sales revenue is the off-system sales margin revenues for 18 

purposes of class cost-of-service allocation.  Because this revenue is caused by the MISO 19 

dispatch of the Ameren Missouri generation capacity, it is appropriate to allocate these 20 

revenues to the retail classes consistent with the allocation of capacity costs, using the BIP 21 

Production-Capacity allocator.   22 

Staff Experts: Sarah Kliethermes and Robin Kliethermes 23 
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H. Allocation of Taxes  1 

 Taxes consist of real estate and property taxes, payroll tax expenses and income taxes.  2 

Real estate and property tax expenses are directly related to Ameren Missouri’s original cost 3 

investment in plant, so these expenses are allocated to customer classes on the basis of the 4 

sum of the previously allocated production, transmission, distribution and general plant 5 

investment. 6 

 Payroll tax expenses are directly related to Ameren Missouri’s payroll expenses, so 7 

these expenses are allocated to customer classes on the basis of previously allocated payroll 8 

expenses. 9 

 Staff calculated income taxes separately for each customer class.  Each calculation 10 

recognizes the appropriate income tax deductions for each class, and calculates the income tax 11 

obligation of each customer class as a function of its taxable income.  This has the effect of 12 

allocating income taxes based on class earnings. 13 

Staff Expert: Robin Kliethermes 14 

I. Allocation of Energy Efficiency Costs  15 

 Energy efficiency programs before 2013 are classified as pre-MEEIA programs and 16 

allocated on the basis of direct costs associated with each customer class.  These historical 17 

costs are included in rate base and amortized.  18 

Staff Experts: Sarah Kliethermes and Robin Kliethermes 19 

J. Results of Detailed BIP Cost Study  20 

The results of Staff’s Detailed BIP Cost study indicate that the Residential and Large 21 

Transmission Service classes are contributing less than other classes to the cost of service.  22 

Provided below are the returns on rate base provided by each class using the updated cost of 23 
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service for each class from Staff’s December 5, 2014 filing, and the revenues from current 1 

rates for each class calculated in that filing.  That table is followed by the increases in dollars 2 

and percent for each class to exactly match its calculated cost of service.  Staff’s 3 

recommended revenue-neutral shifts are described in the Rate Design section of this Report. 4 

 5 

 6 
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 1 

Staff Experts: Sarah Kliethermes and Robin Kliethermes 2 

K. Alternative Market-Based Study  3 

 Ameren Missouri is a vertically integrated utility.  As a vertically integrated utility, the 4 

Commission has historically allocated Ameren Missouri’s production-related costs, expense, 5 

and revenues assuming those investments, expenses, and returns are caused by the load 6 

characteristics of the retail classes.  During the hearings in Case No. EC-2014-0224 7 

concerning the cost of providing service to Noranda, the Commission displayed interest in the 8 

potential disparity between these assumed cost-causations and the operation of Ameren 9 

Missouri within the MISO integrated energy market.  Commissioner questions were also 10 

raised regarding the discrete cost of procuring energy to serve load similar to that which might 11 

occur under a retail-choice regulatory system.  12 

In response to this interest, Staff has prepared a market-based production and 13 

transmission cost and revenue study to provide the Commission with information concerning 14 

the relationship between (1) the costs Ameren Missouri expends on acquiring energy through 15 
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the MISO market to serve its load,24 (2) Ameren Missouri’s obligations under MISO’s 1 

capacity requirements, and (3) the net of the fixed costs of generation assets and the revenues 2 

Ameren Missouri receives for selling energy into the MISO market as dispatched by MISO.25   3 

 Staff’s alternative market-based production study consists of a review of three years’ 4 

of Ameren Missouri’s day-ahead energy purchases to serve the retail classes.  The annual 5 

average cost of energy to serve a given class is assigned directly to that class.  While no 6 

separate normalizations are conducted, for purposes of this CCOS alternative study, it is 7 

assumed that the use of three-years’ of data, averaged, will smooth most significant 8 

anomalies.  Staff then applies an adder determined by multiplying the average annual energy 9 

usage of each class by an amount to reflect the cost to Ameren Missouri as a Load Serving 10 

Entity (“LSE”) in MISO for the ancillary service associated with each MWh of energy 11 

purchased in the Day-Ahead market. 12 

 Staff used the class load at the time of Ameren system peak to allocate the remaining 13 

production and transmission-related expenses and revenues.  This is appropriate under this 14 

alternative market study, in that the intent of the study is to segregate Ameren Missouri’s 15 

costs as an LSE from Ameren Missouri’s net revenues as an owner of generation and seller of 16 

energy into the MISO energy market.  It is therefore appropriate to allocate the net cost of 17 

plant on the basis of the capacity requirements of each retail class, and it is appropriate that 18 

the net sales revenues follow the allocation of the generating facilities to the retail classes.  19 

Provided below is a visual comparison indicating the consistency of the results of (1) Staff’s 20 
                                                 
24 While this study is similar to the method used to calculate Ameren Missouri’s wholesale energy cost to 
provide energy to Noranda in Case No. EC-2014-0224, Staff has not provided with this study the level of detail 
used in that case. 
25 To simplify this study, Staff considered only the Day-Ahead energy market, and a flat charge associated with 
net Ancillary Service expense.  While Staff does allocate Ameren Missouri’s total Production-related revenue 
requirement in this alternative study, it does not separately consider the hourly variation of ancillary service 
expenses and revenues, sales into other markets, bilaterals, transmission revenues and rights, or the Real-Time 
MISO market.  
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M. Study of Seasonal Energy Differential 1 

 Staff analyzed the production fuel cost per MWh by month that was found in Staff’s 2 

fuel model.  The monthly average system fuel cost per MWh is greater for the months in the 3 

summer season than the winter season. 4 

Staff Experts: Sarah Kliethermes and Robin Kliethermes 5 

IV. Rate Design   6 

 Staff’s rate design objectives in this case are to: 7 

• Provide the Commission with a rate design recommendation based on each customer 8 
class’s relative cost-of-service responsibility. 9 

• Provide methods to implement in rates any Commission-ordered overall change in 10 
customer revenue responsibility.  11 

• Retain, to the extent possible, existing rate schedules, rate structures, and important 12 
features of the current rate design that reduce the number of customers that switch 13 
rates looking for the lowest bill, and mitigate the potential for rate shock. 14 

Staff’s rate design recommendations in this case are based on a six-step process: 15 

1. Based on CCOS results, Step 1 is to increase/decrease the current base retail revenue 16 
on a revenue-neutral basis to various classes of customers.  The Ameren Missouri 17 
Residential and LTS classes should receive a positive 0.50% adjustment and the SGS 18 
and LGS/SPS classes should receive a negative adjustment of approximately 0.63%.  19 
(See Schedule BJF-D1.) 20 

 21 
2. After having made the recommended revenue-neutral adjustments above, Step 2 is to 22 

assign directly to applicable customer classes the portion of the revenue 23 
increase/decrease that is attributable to Energy Efficiency (“EE”) programs from pre-24 
MEEIA program costs.  The pre-MEEIA program costs consist of the program costs 25 
for increases/decreases in the revenue requirement associated with the amortization of 26 
pre-MEEIA program costs.  (See Schedule BJF-D2 and Schedule BJF-D3.) 27 

 28 
3. Step 3 is to determine the amount of revenue increase awarded to Ameren Missouri 29 

that is not associated with the EE revenue from Pre-MEEIA revenue requirement 30 
assigned in Step 2, by subtracting the total amount in Step 2 from the total increase 31 
awarded to Ameren Missouri.  This amount will be allocated to customer classes as an 32 
equal percent of current base revenues after making the adjustment in Step 1.  (See 33 
Schedule BJF-D1.) 34 

 35 
4. Step 4 recommends that the Commission should order Ameren Missouri’s rate 36 

schedules to be uniform for certain interrelationships among the non-residential rate 37 
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schedules that are integral to Ameren Missouri’s rate design.  The following features 1 
are uniform and should remain uniform: (a) the value of the customer charge will be 2 
uniform across rate schedules, with the customer charge on the SPS, LPS, and LTS 3 
rate schedules being the same; (b) the rates for Rider B voltage credits will be the 4 
same under all applicable rate schedules; (c) the rate for the Reactive Charge will be 5 
the same for all applicable rate schedules; and (d) the rate associated with Time-of-6 
Day meter charge will be the same for all applicable non-residential rate schedules 7 
(LGS, SPS, LPS, and LTS). 8 

 9 
5. Step 5 recommends that, based on CCOS results, the residential customer charge rate 10 

remain at the current charge of $8.00 per month. 11 
 12 
6. Step 6 recommends that each rate component of each class be increased across-the-13 

board for each class on an equal percentage after consideration of steps 1 through 5 14 
above. 15 

 16 
Staff also recommends: 17 

1. Ameren Missouri proposes a residential low-income exemption for energy efficiency 18 
charges relating to the Missouri Energy Efficiency Investment Act (“MEEIA).  19 
Ameren Missouri’s testimony outlines that the low-income exemption may save some 20 
low-income customers nearly $4.50 per month.  The Staff is not opposed to the 21 
concept of a low-income exemption for qualified residential customers as defined in 22 
MEEIA statute 393.1075, RSMo.  This means low-income residential customers will 23 
be exempt from Rider EEIC charges.  Ameren Missouri’s proposal does not have a 24 
revenue requirement impact in this current case but would allow for the concept in the 25 
next Rider Energy Efficiency Charge (“EEIC”) filing. 26 

 27 
2. Adopt Rider Fuel and Purchased Power Adjustment Clause ("FAC") tariff sheets 28 

consistent with Schedule MB-2. 29 
 30 
3. To address Commission questions related to the Order Directing Consideration of a 31 

Certain Rate Design Questions.  The Commission is interested in obtaining 32 
information and analysis as to whether rate design mechanisms should be established 33 
to promote stability or growth of customer levels in geographic locations where there 34 
is underutilization of existing infrastructure. 35 

 36 
Current Rate Schedules 37 

 The residential rate schedule 1(M) consists of the following elements: 38 

• Regular Service Rates 39 

• Optional Time of Day rates 40 

• Customer Charge – per month  41 

• Low-Income Pilot Program Charge – per month per season         42 
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• Energy Charge – per kWh per season                                           1 

• Fuel and Purchased Power Adjustment – per kWh 2 

• Energy Efficiency Program Charge – per kWh per season 3 

• Energy Efficiency Investment Charge (Rider EEIC)   4 

The non-residential, non-lighting rate schedules consist of the following rate groups 5 

and rate elements: 6 

 The Small General Service Rate schedule 2(M) consists of the following elements: 7 

• Small General Service Rates 8 

• Optional Time of Day Rates  9 

• Customer Charge (Single or Three Phase Service) – per month  10 

• Low-Income Pilot Program Charge – per month per season 11 

• Summer Energy Charge – per kWh  12 

• Winter Energy Charge – Base Energy Charge and  Seasonal Energy Charge per kWh 13 

• Fuel and Purchased Power Adjustment – per kWh 14 

• Energy Efficiency Program Charge – per kWh per season 15 

• Energy Efficiency Investment Charge (Rider EEIC) 16 

 The Large General Service Rate schedule 3(M) consists of the following elements: 17 

• Large General Service Rates 18 

• Optional Time of Day Rates  19 

• Customer Charge  – per month per season 20 

• Low-Income Pilot Program Charge – per month per season 21 

• Summer Energy Charge – Hours of use per kW of billing demand - per kWh per 22 
season 23 

• Winter Energy Charge – Base Energy Charge – Hours of Use per kW of base demand 24 
and seasonal energy charge per kWh 25 

• Demand Charge – per kW of total billing demand per season 26 

• Fuel and Purchased Power Adjustment – per kWh 27 

• Energy Efficiency Program Charge – per kWh per season 28 

• Energy Efficiency Investment Charge (Rider EEIC) 29 
  30 
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 The Small Primary Service Rate schedule 4(M) consists of the following elements: 1 

• Small Primary Service Rates 2 

• Optional Time of Day Rates 3 

• Customer Charge  – per month per season 4 

• Low-Income Pilot Program Charge – per month per season 5 

• Energy Charge – Hours of use per kW of billing demand - per kWh per season 6 

• Demand Charge – per kW of total billing demand per season 7 

• Reactive Charge – per kVar per season 8 

• Fuel and Purchased Power Adjustment – per kWh 9 

• Energy Efficiency Program Charge – per kWh per season 10 

• Energy Efficiency Investment Charge (Rider EEIC) 11 

The Large Primary Service Rate schedule 11(M) consists of the following elements: 12 

• Large Primary Service Rates 13 

• Optional Time of Day Rates 14 

• Customer Charge  – per month per season 15 

• Low-Income Pilot Program Charge – per month per season 16 

• Energy Charge – per kWh per season 17 

• Demand Charge – per kW of billing demand per season 18 

• Reactive Charge – per kVar per season 19 

• Fuel and Purchased Power Adjustment – per kWh 20 

• Energy Efficiency Program Charge – per kWh per season 21 

• Energy Efficiency Investment Charge (Rider EEIC) 22 
The Large Transmission Service Rate schedule 12(M) consists of the following 23 

elements: 24 

• Large Transmission Service Rates  25 

• Optional Time of Day Rates  26 

• Customer Charge  – per month per season 27 

• Low-Income Pilot Program Charge – per month per season 28 

• Energy Charge – per kWh per season 29 

• Demand Charge – per kW of billing demand per season 30 
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• Reactive Charge – per kVar per season 1 

• Energy Line Loss Rate – per kWh 2 

• Fuel and Purchased Power Adjustment – per kWh 3 

• Energy Efficiency Investment Charge (Rider EEIC) 4 

The Lighting rate schedules are: 5 

• Street and Outdoor Area Lighting 5(M) – Company owned 6 

• Street and Outdoor Area Lighting 6(M) – Customer owned 7 

• Municipal Street Lighting 7(M) 8 

• Unmetered service 9 

• Metered service 10 

• Discounted rates for municipalities with franchise agreements 11 

• Fuel and Purchased Power Adjustment – per kWh 12 

 Important Rate Design Features 13 

 Ameren Missouri’s charges are determined by each customer’s usage and the per unit 14 

rates that are applied to that usage.  Within each rate schedule, demand and energy rates 15 

should continue to be seasonally differentiated (i.e., summer rates are higher than winter 16 

rates).  The remaining rates (customer, facilities, reactive) should be constant year-round.  17 

Ameren’s rate schedules should be uniform for certain interrelationships among the non-18 

residential rate schedules that are integral to Ameren Missouri’s rate design.  Staff 19 

recommends that the following features maintain their existing uniformity: 20 

• The amount of the customer charge be uniform across rate schedules, with the 21 
customer charges on the SPS, LPS, and LTS rate schedules being the same. 22 

• The rates for Rider B voltage credits be the same under all applicable rate schedules. 23 

• The rate for the Reactive Charge be the same for all applicable rate schedules. 24 

• The value of the customer charge for Time-of-Day be uniform across rate schedules, 25 
with the customer charges on the LGS, SPS, LPS, and LTS rate schedules being the 26 
same. 27 
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 The rate schedules should continue to reflect any cost difference associated with 1 

service at different voltage levels (i.e., losses and facilities’ ownership by customers). 2 

 The customers who belong to the residential class and the lighting class are well 3 

defined.  The remaining customers generally belong to one of five main rate groups based 4 

upon their load and cost characteristics.  A typical customer in each of the rate groups can be 5 

described as follows: 6 

• Small General Service:  Applicable to secondary service.  Summer demand does not 7 
exceed 100 kW. 8 

• Large General Service:  Applicable to secondary service.  Summer demand exceeds 9 
100 kW. 10 

• Small Primary Service:  Applicable to primary service.  Summer demand exceeds 100 11 
kW. 12 

• Large Primary Service:  Applicable to primary service.  Billing demand no less than 13 
5000 kW. 14 

• Large Transmission Service:  Applicable to transmission service.  Billing demand no 15 
less than 5000 kW. 16 

 For its CCOS study, Staff broke the above rate groups into the four separate rate 17 

classes with the LGS and SPS classes combined into one rate class for purposes of the study.  18 

Staff combined the LGS and SPS rate classes for purposes of its CCOS study for the 19 

following reasons.  First, both rate schedules serve non-residential customers with billing 20 

demands of at least 100 kW.  Within this group, a customer may choose to take service at 21 

secondary voltage level under the LGS 3(M) rate schedule or at a primary voltage level under 22 

the SPS 4(M) rate schedule.  The rate structures are identical, except that the rate levels on the 23 

SPS rate schedule have been adjusted for the loss differential between primary and secondary 24 

voltages and to account for customer provision of voltage transformation equipment.  The 25 

Staff’s CCOS study provided the investment and costs associated for Ameren Missouri to 26 

provide service to the Lighting class.  Additionally, Staff included the MSD rate class 27 
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provision in its SGS class as the MSD only includes limited pumping station activity along 1 

the Mississippi River Levee.  2 

Staff Expert: Bradley J. Fortson 3 

V.  Fuel Adjustment Clause Tariff Sheet Changes 4 

Changes to FAC Tariff Sheet 5 

 Company witness Ms. Lynn Barnes filed exemplar Fuel Adjustment Clause tariff 6 

sheets attached to her direct testimony as Schedule LMB-3.  Staff reviewed the exemplar 7 

tariff sheets and agrees with her redline changes with the exception of the Company’s 8 

proposed Base Factor (“BF”) winter and summer rates.  Ms. Barnes’ proposed BF winter and 9 

summer rates are pro-forma through December 31, 2015.  Staff does not agree with the 10 

Company’s proposed BF winter and summer rates as these rates are not known and 11 

measureable. 12 

Based upon its independent analyses, Staff proposes the BF winter and summer rates 13 

be rebased to **  ** per kWh and **  ** per kWh, respectively, as of the test 14 

year March 31, 2014.  See Schedule MJB-1.26  Staff will true-up its proposed BF winter and 15 

summer rates in its True-up rebuttal testimony to be filed on March 17, 2015. 16 

Staff Expert: Matthew J. Barnes  17 

VI.  Residential Low-Income MEEIA Exemption 18 

 Ameren Missouri has proposed an exemption for Missouri Energy Efficiency 19 

Investment Act (“MEEIA”) energy efficiency charges for low-income residential customers.  20 

Ameren Missouri’s testimony outlines that the MEEIA low-income exemption may save 21 

some low-income customers nearly $4.50 per month based on kWh usage for each individual 22 

customer.  Staff does not oppose or propose the concept of a low-income exemption for 23 

qualified residential customers.  24 

                                                 
26 Schedule MJB-1 is part of Staff witness Lisa Ferguson’s workpapers. 

NP 

_____ _____
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 MEEIA statute 393.1075, RSMo, subsection 6, outlines “that the Commission may 1 

reduce or exempt allocation of demand-side expenditures to low income classes, as defined in 2 

an appropriate proceeding, as a subclass of residential service.”  Even though there is not a 3 

low-income residential subclass, Ameren Missouri has a “Keeping Current” program which is 4 

a program originated in Case No. ER-2010-0036 designed to assist low-income customers pay 5 

off delinquencies and to encourage the elderly and/or disabled individuals to use air 6 

conditioning for their health and safety on the hottest days of the year.  The “Keeping 7 

Current” program was continued through a Stipulation and Agreement approved by the 8 

Commission in Case No. ER-2012-0166, Ameren Missouri’s last general rate proceeding.   9 

Ameren Missouri estimates that the low-income exemption would increase costs to the 10 

remaining residential customers by about $0.11 per month.  If authorized by the Commission, 11 

the changes to the residential tariff will become effective June 1, 2015, through a Rider EEIC 12 

MEEIA filing. 13 

Staff Expert: Michael Stahlman 14 

VII.  Residential Time-of-Day Pilot 15 

Ameren Missouri currently has a Time-of-Day rate option with 34 customers 16 

participating.  Of those customers, 18 customers would have been better off on the standard 17 

rate design in 2013.  Ameren Missouri proposes a new voluntary Residential Time-of-Day 18 

Pilot program to replace the existing residential time-of-day rate option it believes will be 19 

more attractive to many more residential customers.  The new program is quite different than 20 

the existing time-of-day rate option. 21 

The changes are outlined below: 22 

1. Change the name of the new program to “Nights and Weekends” from “Time-of-23 
Day.” 24 
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 1 
2. The new peak period would only be in the summer period from 2 PM to 7 PM on 2 

weekdays, changed from peak time period of 10 AM – 10 PM weekdays for summer 3 
and winter periods. 4 

 5 
3. The new program customer charge would be the same as standard rate of $8.00, 6 

changed from $16.81 for current time-of-day customer charge. 7 
 8 
4. The new program would be limited to 5,000 customers, no self-generators, while the 9 

existing program is available to all residential customers.  There are 34 customers on 10 
the current program. 11 

 12 
5. The current summer rates are $0.1651/kWh for on-peak and $0.0676/kWh for off-13 

peak.  The new program summer rates proposed are $0.3021/kWh for on-peak and 14 
$0.0804/kWh for off-peak.  The current winter rates are $0.0974/kWh for on-peak and 15 
$0.0482/kWh for off-peak.  The new program winter rates proposed are first 750 kWh 16 
at $0.0877 per kWh and over 750 kWh at $0.0591 per kwh. 17 

 18 
Staff will further address the specifics of the proposed program in rebuttal testimony, 19 

but has general concerns that some customers under the existing program may have higher 20 

bills than under standard rates.  Staff would recommend that Ameren Missouri work with the 21 

existing time-of-day rate customers under the current program to ensure customers are fully 22 

informed of their options under all rate design options.   23 

Staff Expert: Michael Stahlman 24 

VIII.  Residential Customer Charge 25 

Based on Staff’s CCOS study results and rate design principles regarding rate 26 

simplicity, stability, and customer understandability, Staff recommends that the residential 27 

customer charge remain at the current charge of $8.00 per month.27 28 

Customer-related costs are the costs necessary to make electric service available to the 29 

customer, regardless of the level of electric service utilized.  Examples of such costs include 30 

monthly meter reading, billing, postage, customer accounting service expenses, as well as a 31 

                                                 
27 Staff’s CCOS study showed the cost causation to be recovered through a residential customer charge is $8.11 
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portion of the costs associated with the required investment in a meter, the service line 1 

(“drop”), and other billing costs.  The costs included for recovery through the customer 2 

charge consist of the following: 3 

• Distribution – services (investment and expenses) 4 

• Distribution – meters (investment and expenses) 5 

• Distribution – customer installations 6 

• Customer deposit 7 

• Customer meter reading 8 

• Other customer billing expenses 9 

• Uncollectible accounts (write-offs) 10 

• Customer service & information expenses 11 

• Sales expense 12 

• Portion of income taxes  13 

As mentioned in the allocation of customer-related costs report section, Staff 14 

recommends allocating distribution service lines using each class’s maximum daily demand at 15 

secondary voltage.  Staff recommends allocating meter costs using the same allocator that 16 

Ameren Missouri used to allocate meter costs.  This allocator is based on an Ameren Missouri 17 

study that weights the meter investment by class, and by the cost of the meter used to serve 18 

that class.  Also, Staff recommends using the same allocators that Ameren Missouri used for 19 

allocating meter reading costs, customer installations, uncollectible accounts, and for 20 

allocating customer deposits.  These three allocators are derived using Ameren Missouri 21 

studies that directly assign the costs of meter reading, uncollectible accounts, and customer 22 

deposits to the customer classes.  The allocators are the fraction of total costs of meter 23 

reading, uncollectible accounts and customer deposits assigned to each class, respectively.  24 

The sum of the residential class’s costs allocated to the customer charge determines a 25 

residential monthly customer charge sufficient to collect those costs from the customers 26 
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within the class.  Based on Staff’s CCOS study results, a residential customer charge of $8.00 1 

per month is appropriate.  2 

Staff Expert: Robin Kliethermes 3 

IX. Response to Commission Questions Related to Order Directing 4 
Consideration of a Rate Design Question. 5 

General Commission Question 6 

On October 20, 2014, in its Order Directing Consideration of a Certain Rate Design 7 

Question, the Commission stated that it “is interested in obtaining information and analysis as 8 

to whether rate design mechanisms should be established to promote stability or growth of 9 

customer levels in geographic locations where there is underutilization of existing 10 

infrastructure.”  The Commission directed Staff to file the results of its investigation as part of 11 

its direct testimony on rate design issues, scheduled to be filed on December 19, 2014.  Also, 12 

the Commission noted that it was not the Commission’s intent that Staff or any other party 13 

divert significant resources away from preparing other testimony in this case in order to 14 

provide the requested information.  Staff takes this opportunity to offer its analysis and 15 

investigation to date. 16 

Staff Response to General Commission Question: 17 

To design and reasonably estimate the potential benefits and costs of such a rate 18 

design mechanism program, Staff supports the formation of a collaborative process with all 19 

interested stakeholders.   20 

Specific Commission Questions 21 

1. Whether any such rate design mechanism should apply to residential, 22 
commercial, industrial customers and/or other rate classes, and whether it should apply 23 
to existing customers and/or new customers;  24 
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Staff response: 1 

There is a cost to administering any program that requires audit of eligibility.  The 2 

more complex the eligibility requirements, the more likely the cost of administering the 3 

program would be larger than any financial benefit secured through the program.  Because 4 

residential customers tend to have very low usage relative to other customer classes, the 5 

financial benefit of any given residential customer’s participation would be fairly small.  Any 6 

program designed to promote customer level stability or growth of the residential class would 7 

benefit from very easily defined and verifiable eligibility criteria to minimize the likelihood 8 

that the cost of administration exceeds the program benefit.  Similarly, because standard 9 

residential service drops involve less-costly infrastructure than other customer classes, it is 10 

possible that there is very little “wiggle room” in designing a program to promote residential 11 

customer level stability or growth.  Finally, in existing Economic Development Riders 12 

(“EDR”) and Economic Development and Retention Rider (“EDRR”) programs, Staff has 13 

relied on both the impacted utility and a state or local economic development organization as 14 

a basis for application of a rate discount mechanism.  Staff is concerned that it would be 15 

difficult to find an analogous organization to determine eligibility of residential customers.  16 

Absent these concerns, Staff knows of no reason that a rate design mechanism could not be 17 

applied to residential customers.  Since commercial, industrial and/or other rate classes are 18 

typically larger, the administration costs of a reasonably designed program should not be an 19 

issue for these classes.  In addition, many of the other classes are covered by existing 20 

programs that are further described in subsequent responses below.   21 

Existing EDR and EDRR mechanisms are made available to both new or expanding 22 

customers and customers at risk of leaving the system.  Except for concerns with verification 23 

of customer intent to leave the system absent a reliance on the impacted utility and a state or 24 
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local economic development organization, Staff knows of no reason that a rate design 1 

mechanism could not be applied to both new and existing customers. 2 

2. What geographic locations should be the subject of any such rate design mechanism; 3 

Staff response: 4 

To promote stability or growth of customer levels in geographic locations where there 5 

is underutilization of existing infrastructure, Staff recommends that data be reviewed for 6 

Ameren Missouri’s St. Louis Metro area to determine the utilization of existing infrastructure.  7 

In an attempt to determine if such data was available, Staff issued Data Request 442 to the 8 

Company.  Staff and the Company discussed the availability of data to support the review and 9 

the effort that would be required to develop additional information.  Based on that discussion, 10 

the Company provided its response to Data Request 442, which is attached as Highly 11 

Confidential Schedule DIB-2.  Although other parties might require additional information 12 

that has not been provided in response to Staff Data Request 442, this data provides a good 13 

starting point to begin the determination of areas where infrastructure is underutilized.  Staff 14 

would also note that a preliminary review of this data shows that some circuits in a given area 15 

are underutilized while others are not.  The Company has designed some flexibility into its 16 

distribution system that allows for some switching between circuits so the utilization results 17 

are not unexpected and appear to be the result of switching that may have taken place to 18 

resolve a specific issue (such as an outage caused by an ice storm).  Therefore, Staff suggests 19 

any review address the underutilization of the larger area, not the specific loading of a single 20 

circuit at a moment in time.  21 

Given the information contained in Ameren Missouri’s Response to Data Request 442, 22 

Staff proposes working with other parties in a collaborative process to determine circuits 23 

where customer growth is economically beneficial to the system and is desirable.  It will be 24 
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difficult to complete this process in the context of the current rate case, so Staff recommends 1 

that this collaborative process be spun off to another docket that is either a working docket or 2 

a rate design docket.  Since the current response provides results on a by-circuit basis, Staff is 3 

hopeful that zip-code based geographic areas could be identified where similar circuits are 4 

contiguous.  Zip-code or other geographic identifiers more readily accessible to customers 5 

would improve any resulting program’s transparency, deliverability, and promote ease of 6 

administration. 7 

3. Whether such a rate design mechanism should be available only at the discretion of 8 
the company; 9 

Staff response: 10 

Depending on customer criteria used (particularly if a residential program is 11 

developed) the more objective the criteria applied, the less effort and expense will be 12 

expended on program administration.  Staff would note that it does not currently possess the 13 

resources necessary to independently apply program criteria to applicants, nor to audit the 14 

utility’s discretion in assessment of eligibility.  The need to develop reasonable and verifiable 15 

criteria for eligibility would be particularly critical for a program open to existing customers. 16 

Currently, each of the electric utilities in the state has an economic development rider 17 

program/programs.  The tariff sheets implementing these riders are attached as Schedule 18 

SLK-1.  Each of the existing utility economic development programs are described below: 19 

• Ameren Missouri Economic Development and Retention Rider (“Rider EDRR”).28 20 

• The Applicability section of the EDRR outlines that “[t]he Company, at its sole 21 
discretion, shall determine whether an applicant or customer meets the requirements of 22 
this Rider and the acceptability of the information provided.”29  The required 23 
eligibility criteria include that the “customer must furnish to Company such 24 
documentation as deemed necessary by Company to verify customer’s intent to select 25 

                                                 
28 These Ameren Missouri programs are discussed in greater detail in Staff’s Response to Question 8, below. 
29 Union Electric Company, MO. P.S.C. Schedule NO. 6, Sheet No. 86. 
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a viable electric supply option outside of Company’s service area, including an 1 
affidavit stating customer’s intent.” 2 

• Ameren Missouri Economic Re-Development Rider (“Rider ERR”). 3 

• The required eligibility criteria include that the rider is “[a]vailable, only at 4 
Company’s option, to customers locating to previously vacant sites within the City of 5 
St. Louis and applying for electric service otherwise qualified for service under the 6 
Company’s Service Classification 3(M) Large General Service rate, 4(M) Small 7 
Primary Service Rate, or 11(M) Large Primary Service Rate.”30 8 

• The Empire District Electric Company Economic Development Rider Schedule EDR.   9 

The Applicability section of Empire’s economic development program outlines that “[a]ll 10 

requests for service under this rider will be considered by the Company.  Sufficient detailed 11 

information shall be provided, by the Customer, to enable the Company to determine whether 12 

a facility is qualified for the Rider.”31     13 

• Kansas City Power & Light Company has three active programs with one of the 14 
programs frozen.  The first program is titled Economic Development Rider 15 
(“Schedule EDR Frozen”), the second program is titled Economic Development Rider 16 
(“Schedule EDR”), and the third program is titled Urban Core Development Rider 17 
(“Schedule UCD”). 18 

The Applicability sections of Kansas City Power & Light Company Schedule EDR Frozen 19 

and the Schedule EDR outline that “[a]ll requests for service under this Rider will be 20 

considered by the Company.  Sufficiently detailed information shall be provided, by the 21 

customer, to enable the Company to determine whether a facility is qualified for the Rider.”32  22 

Schedule UCD outlines that, “[t]he Company will review and must approve, on an individual 23 

project basis, the development plans of the construction, rehabilitation, or expansion of 24 

Customer’s facilities to determine the qualification of Customer’s projects under the 25 

provisions of this Rider.”33  26 

                                                 
30 Union Electric Company, MO. P.S.C. Schedule NO. 6, Sheet No. 87. 
31 The Empire District Electric Company, P.S.C. Mo. No. 5, Sheet No. 22. 
32 Kansas City Power & Light Company, P.S.C. MO. No. 7, Sheet Nos. 32A and 32F. 
33 Kansas City Power & Light Company, P.S.C. MO. No. 7, Sheet No. 41A. 
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• KCP&L Greater Missouri Operations Company has two active programs with one of 1 
the programs frozen.  The first program is titled Economic Development Rider 2 
Electric Frozen and the second program is titled Economic Development Rider 3 
Electric. 4 

The Applicability Sections of both of GMO’s economic development programs outline that 5 

“[s]ufficiently detailed information shall be provided by the Customer to enable the Company 6 

to determine whether a facility is qualified for the Rider.  Service under this Rider shall be 7 

evidenced by a contract between the Customer and the Company, a copy of which shall be 8 

submitted to the Commission Staff and Office of Public Counsel.”34 9 

4. An analysis of appropriate eligibility criteria for any such rate design mechanism; 10 

Staff response: 11 

Staff would expect that in the interest of program affordability and transparency, the 12 

most reasonable eligibility criteria would be the presence of an existing service drop (of 13 

sufficient size and in operable condition) on a circuit identified as (1) currently under-utilized 14 

in terms of number of service drops and (2) capable of greater-utilization in terms of available 15 

distribution capacity.  Further refinement of criteria would benefit from discussion with 16 

Ameren Missouri and other interested parties through the collaborative process. 17 

5. Whether such a rate design mechanism promotes efficient utilization of the 18 
company’s existing infrastructure; 19 

Staff response: 20 

The goal in designing any mechanism would be to increase the utilization of the 21 

existing infrastructure.  Thus, an appropriately designed mechanism to increase the utilization 22 

of under-utilized service would necessarily promote efficient utilization of existing 23 

infrastructure.  24 

                                                 
34 KCP&L Greater Missouri Operations Company, P.S.C. MO. No. 1, Sheet Nos. 120 and 123.2 
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6. How any such rate design mechanism may be reasonably related to the cost of 1 

serving eligible customers; 2 

Staff response: 3 

An appropriate temporary reduction to the customer charge (or other rate components) 4 

of customers on under-utilized circuits – so long as marginal customer-related costs are met – 5 

would not be inconsistent with cost-of-service ratemaking principles.  Applicable charges 6 

would still include Fuel Adjustment Charges (“FAC”), applicable Missouri Energy Efficiency 7 

Investment Act (“MEEIA”) charges, and Pre-MEEIA charges unless opt-out provisions apply 8 

or are granted. 9 

7. Whether such a rate design mechanism is in the public interest; 10 

Staff response: 11 

An appropriate temporary reduction to the customer charge (or other rate components) 12 

of customers on under-utilized circuits – so long as marginal customer-related costs are met – 13 

would not be inconsistent with cost-of-service ratemaking principles.  So long as the net 14 

contribution above marginal costs from newly acquired customers does not exceed the net 15 

reduction to revenues received from existing customers, (assuming that maintenance and 16 

operational costs are properly considered), a properly designed mechanism would not be 17 

harmful to the public interest. 18 

It is Staff’s position that the Commission can grant a rate design mechanism if, upon 19 

consideration of all relevant factors, the Commission determines that the relief is in the public 20 

interest and is neither unduly preferential nor unduly discriminatory.  The Commission uses 21 

traditional cost-of-service ratemaking to set just and reasonable rates.  This is a two-step 22 

process.  In the first step, the Commission determines the utility’s revenue requirement, that 23 

is, the total amount of money that the ratepayers must provide to the utility in a year’s time to 24 
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cover the cost of service.  In the second step, rates are designed to recover the revenue 1 

requirement from the utility’s customers, matching costs to cost-causers.  Rate design is the 2 

method used to determine the rates to be charged to individual classes of customers.  The 3 

allocation of rates among the various classes of service rests on questions of fact.  4 

8. An analysis of any significant similar rate design mechanisms in Missouri, currently 5 
or historically, including the existing Economic Re-Development Rider available to 6 
portions of the City of St. Louis, and their effectiveness; and 7 

Staff Response: 8 

Staff promotes/supports economic development to the extent that a utility receives an 9 

amount above its marginal costs on sales of electricity to new or expanding customers, 10 

providing a contribution to cover fixed costs.  A customer making an investment or relocating 11 

its operations is expected to provide system benefits and profits well beyond the life of any 12 

temporary incentive or promotion rate program.  In 1991, Ameren Missouri had an economic 13 

development tariff called Rider Economic Development Rider (“EDR”) that provided rate 14 

benefits to customers over a five-year period.  This EDR Rider expired in March 2006. 15 

Ameren Missouri’s Rider EDR outlined certain criteria as defined below: 16 

• Rider EDR provided for a 15% discount served under Ameren Missouri’s service 17 
classification 3(M) Large General Service rate, 4(M) Small Primary Service rate, and 18 
11(M) Large Primary Service rate. 19 

• Rider EDR was only available to customers in conjunction with local, regional or state 20 
governmental activities where incentives had been offered. 21 

• Rider EDR was limited to commercial and industrial facilities not involved in selling 22 
or providing goods and services. 23 

• Customer needed at least 200 kW of billing demand. 24 

• Customer needed to maintain a 55% or higher load factor.   25 

In July 2006, Ameren Missouri proposed two new tariffs relating to economic 26 

development.  The two new tariffs outline an Economic Development and Retention Rider 27 

(“EDRR”) and an Economic Redevelopment Rider (“ERR”).  The EDRR offers a discounted 28 
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rate to new or expanding industrial customers who can show they have an option to move out 1 

of Ameren Missouri’s service territory to an area with lower rates.  The ERR tariff provisions 2 

encourage redevelopment in defined areas within the City of St. Louis.  Rider ERR’s purpose 3 

is to encourage redevelopment in defined areas inside the City of St. Louis.  The ERR targets 4 

areas that have lost industries but already contain extensive but underutilized electric 5 

infrastructure capable of serving additional load.  The Commission approved the EDRR and 6 

ERR tariff provisions in Case No. ER-2007-0002, effective June 1, 2007.  The EDRR and 7 

ERR tariff provisions are outlined in Ameren Missouri’s electric service tariff, Sheet Nos. 86 8 

through 87.5, included in the attached Schedule SLK-1. 9 

Ameren Missouri’s EDRR outlines certain criteria as defined below: 10 

• Qualifications for load factor (55% or higher), demand (500 kW minimum size load) 11 
and industrial use. 12 

• Requires incentives from local, regional, or state government to qualify. 13 

• Revenues under discount must be “greater than the applicable incremental cost to 14 
provide electric service, as determined by the Company ensuring a positive 15 
contribution to fixed costs.” 16 

• Discount shall not be greater than 15% from applicable Large General Service 3(M), 17 
Small Primary Service 4(M), or Large Primary Service 11(M) rate classification. Rate 18 
classification Large Transmission Service 12(M) is not eligible. 19 

• Term of discount must be 5 or fewer years. 20 

• If customer fails to fulfill entire term of contract, all prior discounts must be repaid. 21 

Since inception of Ameren Missouri’s EDRR effective June 1, 2007, only one 22 

customer has signed up for the EDRR Rider.  This customer began taking service under the 23 

EDRR contract in 2014, but has not yet elected to start receiving its contractual EDRR 24 

discount, so Staff is unable to draw any reasonable conclusions about the success of this 25 

program at this time. 26 

Ameren Missouri’s ERR outlines certain criteria as defined below: 27 
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• Must be used in conjunction with Tax Increment Financing (“TIF”), Enterprise Zone, 1 
Brownfield Tax Credits, etc. 2 

• Rider ERR provisions are limited to those areas where sufficient distribution capacity 3 
exists without the need for significant additional investment from Ameren Missouri. 4 

• Defined maps of areas eligible in St. Louis are part of the tariff at Sheets 87.2, 87.3, 5 
87.4 and 87.5. 6 

• Limited to loads that Ameren Missouri considers necessary to “utilize existing 7 
infrastructure in a manner which is beneficial to the local electric delivery system.” 8 

• Discount on facilities relocation fees.  9 

• Additional discounts very similar in all respects to EDRR Rider. 10 

Since inception of Ameren Missouri’s ERR effective June 1, 2007, no customer has 11 

participated in the ERR Rider. 12 

Historically, in Case No. EC-2002-1, a Commission approved Stipulation and 13 

Agreement outlined an Economic Development Fund.35   It provided that Ameren Missouri 14 

would make an initial contribution of $5 million to a not-for-profit community development 15 

corporation to be known as the Ameren Community Development Corporation (“CDC”).  16 

Ameren Missouri contributed an additional $1 million to this program on June 30 of every 17 

year that the agreement was in effect (June 30, 2003; June 30, 2004; June 30, 2005 and 18 

June 30, 2006).  These contributions were administered by the CDC as determined under 19 

Section 11 of the Stipulation and Agreement.  The transactions resulting from establishing and 20 

operating this fund were recorded below-the-line and not treated as a regulated expense on 21 

Ameren Missouri books and records.  Section 11 b outlined that “[a] collaborative committee 22 

of interested signatories will be established to develop the governance provisions of the 23 

CDC. . . .  The collaborative committee of interested signatories will develop the format and 24 

frequency of regular reports regarding the status of this fund as well as a date for a final report 25 

respecting the fund.  The final report of the collaborative committee will contain 26 

                                                 
35 Stipulation and Agreement, Section 6. 
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recommendations regarding the future of this fund subsequent to June 30, 2006.  (However, 1 

Ameren Missouri shall not be obligated to continue this funding after June 30, 2006.)”  2 

Attached is Schedule MSS-D2, which is the final Annual Report and Independent Audit for 3 

the Ameren CDC.36 4 

The Ameren Missouri CDC was incorporated in November 2003 as an outcome of the 5 

2002 Missouri electric rate settlement between the Missouri Public Service Commission and 6 

Ameren Missouri.  Then Governor Bob Holden joined Missouri Public Service Commission 7 

Chair, Mr. Steve Gaw and Ameren Missouri President/CEO, Mr. Gary Rainwater in 8 

announcing the formation of a nine-member independent board of directors responsible for 9 

the administration and oversight of the $9 million economic development grant program.  10 

Ameren CDC was a Missouri Nonprofit Corporation governed by a board of directors 11 

consisting of nine directors from Ameren Missouri’s service territory.  Three members of the 12 

board of directors were appointed by the Governor of Missouri, three appointed by the 13 

Commission, and three appointed by Ameren Missouri.  The final report summary outlined 14 

that applications represented a variety of development activities including support for small 15 

business start-up, building and machinery purchases, job training and public infrastructure 16 

expansion.  The CDC board believed the CDC would serve as a model for effective 17 

partnerships in the future. 18 

In July 1996, Kansas City Power & Light Company (“KCPL”) implemented an 19 

experimental Urban Core Development Rider (“UCD”).  The purpose of the UCD Rider is to 20 

encourage industrial and commercial businesses to develop within that portion of the 21 

Company’s service territory which is bounded by the Missouri River on the North, Interstate 22 

435 on the south and east, and State Line Road on the west.  This area is known as the “Urban 23 
                                                 
36 Case No. EC-2002-1, located in EFIS # 538 under EC20021xxxxx. 



 

56 

Core Development Area.”  In November 1998, KCPL removed the experimental status of the 1 

Rider making UCD a permanent and continual Rider.  The facilities must have at least 30% of 2 

their capacity available in order for proposed projects to be considered for this Rider.  KCPL 3 

will review and must approve, on an individual project basis, the development plans of the 4 

construction, rehabilitation, or expansion of customer facilities to determine the qualification 5 

of customer’s projects.  Service under this Rider shall be evidenced by a contract, with annual 6 

peak demand and load factor being 240 kW and 50%, respectively. 7 

9. An analysis of any similar rate design mechanisms in other states and their 8 
effectiveness. 9 

Staff Response: 10 

Staff has been unable to identify any other United States jurisdictions that have 11 

implemented a geographically-based rate relief program for residential electric customers.  At 12 

least one electric program in Nova Scotia appears to be geographically defined, and Staff 13 

identified “urban core” programs for some American water utilities. 14 

Staff Experts:  Michael S. Scheperle, Sarah L. Kliethermes and Daniel I. Beck 15 
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Schedule CCOS-1-1 

STAFF RATE DESIGN AND CLASS COST-OF-SERVICE REPORT 

Class Cost-of-Service and Rate Design Overview  

 A Class Cost of Service (CCOS) study is a detailed analysis where the costs incurred 

to provide utility service to a particular jurisdiction (e.g., Missouri retail) are assigned to 

customers, or customer classes, based on the manner in which the costs are incurred. An 

electric utility’s power system is designed, constructed, and operated in order to meet the 

ongoing energy and load requirements of vast numbers of diverse customers.  How and when 

customers utilize energy has a great bearing on the fixed and variable costs of service.  

Customer classes are groups of customers with similar electrical service characteristics.  For 

proper cost assignment, the composite load of the system must be differentiated by the various 

customer classes in order to determine the proportional responsibilities of each customer 

class.  In other words, the customers’ load contributions to the total demand are a major cost 

driver.  Staff’s CCOS study generally follows the procedures described in Chapter 2 of the 

NARUC Manual.  Staff produces an embedded cost study using historical information 

developed from data collected over the test year updated through the true-up date set in the 

case.   

Definitions and Fundamental Concepts of Electric CCOS and Rate Design 

 Cost-of-Service:  All the costs that a utility prudently incurs to provide utility service 

to all of its customers in a particular jurisdiction. 

 Cost-of-Service Study:  A study of total company costs, adjusted in accordance with 

regulatory principles (annualizations and normalizations), allocated to the relevant 

jurisdiction, and then compared to the revenues the utility is generating from its retail rates, 

off-system sales and other sources.  The results of a cost-of-service study are typically 
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presented in terms of the additional revenue required for the utility to recover its cost-of-

service or the amount of revenue over what is required for the utility to recover its cost-of-

service. 

 Class Cost-of-Service (CCOS) Study:  A Class Cost-of-Service study is where a 

utility’s revenue requirement is allocated among the various rate classes of that utility.  It is a 

quantitative analysis of the costs the utility incurs to serve each of its various customer 

classes.  When Staff performs a CCOS study it performs each of the following steps:  a) 

categorize or functionalize costs based upon the specific role the cost plays in the operations 

of the utility’s integrated electrical system; b) classify costs by whether they are demand-

related, energy-related, or customer-related; and c) allocate the functionalized/classified costs 

to the utility’s customer classes.  The sum of all the costs allocated to a customer class is the 

cost to serve1 that class. 

 Relationship between Cost-of-Service and Class Cost-of-Service:  The sum of all 

class cost-of-service in a jurisdiction is the cost-of-service of that jurisdiction.  The purpose of 

a Cost-of-Service study is to determine what portion of a utility’s costs are attributable to a 

particular jurisdiction.  The purpose of a Class-Cost-of-Service study is to allocate the cost-of-

service study costs to the customer classes in that jurisdiction. 

 Cost allocation:  A procedure by which costs incurred to serve multiple customers or 

customer classes are apportioned among those customers or classes of customers. 

 Cost Functionalization:  The grouping of rate base and expense accounts according 

to the specific function they play in the operations of an integrated electrical system.  The 

most aggregated functional categories are production, transmission, distribution and 

                                                 
1 The cost to serve a particular class is sometimes referred to as the cost-of-service for that class. 
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customer-related costs, but numerous sub-categories within each functional category are 

commonly used.  

 Customer Class:  A group of customers with similar characteristics (such as usage 

patterns, conditions of service, usage levels, etc.) that are identified for the purpose of setting 

rates for electric service.2  

 Rate Design:  (1) A process used to determine the rates for an electric utility once 

cost-of-service and CCOS is known; (2) Characteristics such as rate structure, rate values, and 

availability that define a rate schedule and provide the instructions necessary to calculate a 

customer’s electric bill.  Rates are designed to collect revenue to recover the cost to serve the 

class. 

 Rate Design Study:  While a CCOS study focuses on customer class revenue 

responsibility, a rate design study focuses on how service is priced and billed to the individual 

customers within each class and to sending appropriate price signals to customers.  The rate 

design process attempts to recover costs in each time period (such as summer/winter seasonal 

pricing, or peak/off-peak time-of-day pricing) from each rate component for each customer in 

a way that best approximates the cost of providing service and send appropriate price signals, 

e.g., costs are higher in the summer so rates are higher in the summer. 

 Rate Schedule:  One or more tariff sheets that describe the availability requirements, 

prices, and terms applicable to a particular type of retail electric service.  A customer class 

used in a class cost-of-service study may consist of one or more rate schedules.  

                                                 
2 A customer class used in a class cost-of-service study may consist of one or more rate schedules. 
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 Rate Structure:  Rate structure is the composition of the various charges for the 

utility’s products.  These charges include: 

1) customer charge: a fixed dollar amount per month irrespective of the 
amount of usage; 
2) usage (energy) charges: a price per unit charged on the total units of the 
usage during the month; and  
3) peak (demand) usage charge: a price per unit charge on the maximum 
units of the product taken over a short period of time (for electricity, 
usually 15 minutes or 30 minutes), which may or may not have occurred 
within the particular billing month.  
 

More elaborate variations such as seasonal differentials (different charges for different 

seasons of the year), time-of-day differentials (different charges for different times during the 

day), declining block rates (lowest per-unit charges for higher usage), hours-use rates (rates 

which decline as the customer’s hours of use – the ratio of monthly usage to maximum hourly 

usage – increases) are also possible.  Different variations are used to send price signals to the 

customer. 

 Rate Values (Rates):  The per-unit prices the utility charges for each element of its 

rate structure.  Rate values are expressed as dollars per unit of demand (kilowatt), cents per 

unit of energy (kWh), etc. 

 Tariff:  A document filed by a regulated entity with either a federal or state 

commission.  It describes both the rate values (prices) the regulated entity will charge to 

provide service to its customers as well as the terms and conditions under which those rate 

values are applicable. 

Class Cost-of-Service Overview on Functionalization, Classification and Allocation 

 The cost allocation process consists of three major parts: functionalization, 

classification and allocation. 
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  1. Functionalization 

 The first step of a CCOS study is functionalization.  Functionalization of costs 

involves categorizing plant investment and operation cost accounts by the type of function 

with which an account is associated.  A utility’s equipment investment and operations can be 

organized along the lines of the function (purpose) that each piece of equipment or task 

provides in delivering electricity to customers.  The result of functionalization is the 

assignment of plant investment and expenses to the principal utility functions, which include: 

1. Production 
2. Transmission 
3. Distribution 
4. Customer  

 
 Electric power is produced at the generation station, transmitted some distance 

through high voltage lines, stepped down to secondary voltage and distributed to secondary 

voltage customers.  Other customers (high voltage and primary voltage) are served from 

various points along the system. 

 In practice, each major Federal Energy Regulatory Commission (FERC) account is 

assigned to the functional area that causes the cost.  This assignment process is called 

functionalization.  Some costs cannot be directly attributed to a single functional area, and are 

shared between functions -- these costs are refunctionalized to more than one functional area, 

with the distribution of costs between functions based upon some relating factor.3  As an 

example, it is reasonable to assume that social security taxes are directly related to payroll 

costs so that these taxes can be assigned to functions in the same manner as payroll costs.  In 

this case, the ratio of labor costs assigned to the various functional categories becomes the 

factor for distributing social security taxes between functional groups. 
                                                 
3 The costs in the FERC account are distributed based on a relationship of the distributed cost to a function rather 
than all the costs in that account being associated to a particular function. 
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 Yet other costs can be clearly attributed to providing service to a particular class of 

customers, and these costs can be directly assigned to that customer class.  Special studies are 

undertaken by the utility to determine the assignment of costs to customer classes.  An 

example of a direct assignment is the assignment of the cost of transmission equipment used 

only by a large customer on a particular rate schedule to the rate class associated with that rate 

schedule. 

 Functionalized costs are then subdivided into measurable, cost-defining service 

components.  Measurable means that data is available to appropriately divide costs between 

service components.  Cost-defining means that a cost-causing relationship exists between the 

service component and the cost to be allocated.  Functionalized costs are often divided into 

customer-related costs and demand-related costs.  In addition, some functionalized costs can 

be classified on the basis of the voltage level at which the customer receives electric service.   

  2. Classification 

 The second step of a CCOS study is to separate the functionalized costs into 

classifications based on the components of utility service being provided.  Classification is a 

means to divide the functionalized, cost-defining components into a:  1) customer component, 

2) demand component, and 3) an energy component for rate design considerations.  The 

January 1992 edition of the NARUC Manual references customer-related, demand-related, 

and energy-related cost components for all distribution plant and operating expense accounts, 

other than for substations and street lighting. 

 Customer-related costs are the costs to connect the customer to the electrical system 

and to maintain that connection.  Examples of such costs include meter reading expense, 

billing expense, postage expense, customer accounting expense, customer service expense, 
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and certain distribution costs (plant, reserve, and operating and maintenance expenses).  The 

customer components of the distribution system are those costs necessary to make service 

available to a customer.   

 Demand-related costs are rate base investment and related operating and maintenance 

expenses associated with the facilities necessary to supply a customer’s service requirements 

during periods of maximum, or peak, levels of power consumption each month.  The major 

portion of demand-related costs consists of generation and transmission plant and the non-

customer-related portion of distribution plant.  Demand-related costs are based on the 

maximum rate of use (maximum demand) of electricity by the customer.  In addition, some 

demand-related investment and costs can be classified on the basis of voltage level at which 

the customer receives electric service.   

 Energy-related costs are those costs related directly to the customer’s consumption of 

electrical energy (kilowatt-hours) and consist primarily of fuel, fuel handling, a portion of 

production plant maintenance expenses and the energy portion of net interchange power costs. 

  3. Allocation 

 The third step of performing a CCOS study is called allocation.  After the costs have 

been functionalized and classified, the next step in a CCOS study is to allocate costs to the 

customer classes.  This process involves applying the allocation factors developed for each 

class to each component of rate base investment and each of the elements of expense specified 

in the jurisdictional cost of service study.  The allocation factors or allocators determine the 

results of this process.  The aggregation of such cost allocations indicates the total annual 

revenue requirement associated with serving a particular customer class.  Allocation factors 

are chosen that will reasonably distribute a portion of the functionalized costs to each 
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customer class on the basis of cost causation.  Allocation factors are typically ratios that 

represent the fraction of total units (e.g., total number of customers; total annual energy 

consumption) that are attributable to a certain customer class.  These ratios are then used to 

calculate the fraction of various cost categories for which a class is responsible.   

Calculation of Class Net Income and Rate of Return 

 The operating revenues of each customer class minus its total operating expenses 

determined through the functionalization, classification and allocation process provide the 

resulting net income to the utility of each class.  The net operating income divided by the 

allocated rate base of each class will indicate the percentage rate of return being earned by the 

utility from a particular customer class.  
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