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INITIAL BRIEF 

I. BACKGROUND 

A. Introduction and Description of Tariffs 

On September 30, 2008, the Ameren Illinois Utilities1 filed tariffs pursuant to Section 16-

118 of the Public Utilities Act (“the Act”), 220 ILCS 5/16-118, to implement a combined Utility 

Consolidated Billing (“UCB”) and Purchase of Receivables (“POR”) service for the benefit of 

retail customers and alternative retail electric suppliers (“RES”).  Specifically, the tariffs are filed 

for purposes of complying with subsection (c) of Section 16-118, which contains electric utility 

mandates for implementing UCB and POR services, as well as functionality and cost recovery 

directives. 

Approval of the Ameren Illinois Utilities’ UCB/POR tariffs is in the best interest of 

Illinois energy consumers and will promote fair and open competition in the provision of electric 

power, in accordance with the Act’s policy goals.  See 220 ILCS 5/16-118.   Public policy, as 

                                                 
1 The Ameren Illinois Utilities are collectively Central Illinois Light Company d/b/a AmerenCILCO, 

Central Illinois Public Service Company d/b/a AmerenCIPS, and Illinois Power Company d/b/a AmerenIP. 
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expressly stated by the General Assembly, favors the reduction of market barriers to entry and 

development of market choices for residential and small business customers.  220 ILCS 5/20-

102.  The UCB/POR services offered will allow RES to leverage the Ameren Illinois Utilities’ 

existing billing and collection capabilities and mitigate any economic barriers that may inhibit 

the development of market choices for residential and small business customers in Illinois.   

The AIU UCB/POR tariffs are structured in manner compliant with the directives and 

provisions of Section 16-118(c), modifying already existing AIU electric delivery service tariffs 

to offer a combined UCB and POR service.  The tariff modifications for which Commission 

approval is requested fall into two general categories.  The first provides for terms and conditions 

applicable to participating RES.  There are technical requirements to ensure the proper exchange 

of high volumes of data and proper administration of billing services and transfer of receivables.  

Program parameters are also provided, to ensure robust promotion of market access as well as 

protection of the Ameren Illinois Utilities and their customers from collection risks.  There is 

also a discount rate calculation pursuant to Section 16-118, taking into account the percentage 

value of expected uncollectible receivables, reasonable start-up costs, and partial recovery of 

prudently incurred billing systems changes, as well as incremental cost to administer the 

UCB/POR program.   

The second type of tariff modification includes provisions for an additional supplemental 

component in the customer charge to allow for cost recovery reconciliation of bad debt 

associated with the purchase of RES receivables.  The supplemental customer charge component 

also provides for the partial recovery of prudently incurred billing systems charges.     

Section 16-118(c) directs affected utilities to include provisions for the recovery of costs 

associated with the UCB and POR services within the requisite tariff filing.  Because the tariffs 
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involve rate recovery outside of existing tariffed rates for electric delivery service, it is necessary 

that the tariffs provide for the ongoing and prospective unbundling of incremental costs to ensure 

accurate recovery and to prevent double-recovery.  Thus, the tariffs also include a periodic 

reconciliation provision for the customer charge component and the discount rate calculation, in 

order to ensure a proper calculation of rates.  

B. Proceedings  

The Ameren Illinois Utilities, the ICC Staff, and the intervening parties2 worked together, 

in preparation for and throughout this case, to limit a number of issues before hearing.  While a 

complete consensus was not reached on all issues, the parties benefited from discussion of issues 

within and associated with the workshops held by the Office of Retail Market Development 

(“ORMD”).  The AIU appreciate the input of the ORMD, ICC Staff, and parties to this 

proceeding and other stakeholders in the development of its UCB/POR program and tariffs.   

Following the evidentiary hearing, the AIU continued discussion and negotiation with 

ICEA, RESA, and Dominion, and reached consensus regarding a number of previously 

unresolved issues.  Those consensus items have been commemorated in a Memorandum of 

Understanding (“MOU”) and attached as Appendix A, to allow Staff and others the opportunity 

to comment.   The AIU does not seek admission of the MOU into the evidentiary record.  The 

agreed upon terms contained in the MOU are based on record evidence and applicable law.    

As directed by the ALJ at the close of the evidentiary hearing (Tr. p. 123), the AIU have 

attached as Appendix B, a color coded tariff that includes language that been agreed upon or 

conversely disputed during the course of this docket, including those provisions affected by the 

                                                 
2 Parties intervening in this case included:  Constellation New Energy, Inc. (“CNE”), the Attorney General 

of the State of Illinois (“AG”), Dominion Retail, Inc., (“Dominion”), the Citizens Utility Board (“CUB”), the Retail 
Energy Supply Association (“RESA”), the Illinois Competitive Energy Association (“ICEA”), and MidAmerican 
Energy Company (“MidAmerican”).   
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MOU or otherwise resolved following the evidentiary hearing.  Agreed-upon language appears 

highlighted in green, disputed provisions are highlighted in yellow, and portions related to the 

MOU are highlighted in blue. 

II. RESOLVED ISSUES 

A. Partial Payment Posting 

Staff witness Ms. Ebrey testified regarding the need to identify a procedure to process 

partial payments received from customers taking service from a RES who is a participant in 

Ameren’s UCB/POR Program.  (ICC Staff Exhibit 5.0, pp. 5-7.)  AIU witness Roger Pontifex 

testified that that there is no need to identify such a process because the only UCB service being 

offered at this time provides for the acquisition of RES receivables.  (AIU Exhibit 10.0, pp. 8-11.)  

Mr. Pontifex further clarified on the stand that no process had been proposed, because the UCB 

service the tariffs offer is not a separate product from POR, and is only being offered in 

combination with POR.  (Tr. p. 29.)  At hearing, Ms. Ebrey stated her opinion that AIU’s 

proposed procedure for partial payments as confirmed at hearing is reasonable and appropriate.  

(Tr., pp. 69-70.)  

B. “But not limited to” Language 

Staff witness Ms. Ebrey proposed removing the phrase “but not limited to” from the AIU 

proposed tariff language regarding cost recovery, for fear that the effect of the language would 

be to remove any limitation of the costs to be recovered under the tariff revisions. (ICC Staff 

Exhibit 5.0, pp. 3-4.)  AIU witness Ms. Pearson testified that the “but not limited to” language 

adds necessary flexibility to the tariffs, given that some future costs may not yet be known.  

Further, if any new cost recovery element were added within the scope of the phrase, Staff would 

have an opportunity to review it as part of the annual audit reporting process included in the 

proposed tariffs.  (AIU Exhibit 8.0, pp. 3-4.)  However, in the spirit of compromise, counsel for 
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AIU confirmed at hearing that AIU would not object to removal of such language from the tariff.  

(Tr. p. 66.) 

C. Disputed Charges 

CUB witness Mr. McDaniel testified to his concern that the proposed AIU tariffs would 

not allow for clear resolution of customer and RES disputes.  (CUB Exhibit 1.0, p. 6.)  In 

response, ICC Staff witness Christy Pound recommended various changes to the AIU tariff 

language.  (ICC Staff Exhibit 9.0R, pp. 9-13.)  AIU witness Roger Pontifex testified to the 

acceptability of some, but not all, of these recommended changes.  (AIU Exhibit 10.0, pp. 3-8.)  

At hearing, Mr. Pontifex also agreed to the acceptability of Ms. Pound’s recommendation to add 

tariff language to Sheet 5.017 stating that AIU will provide the Commission’s Consumer 

Services Division contact information upon a customer’s initial contact with AIU regarding a 

dispute on a RES charge, in addition to providing RES contact information.  (Tr. pp. 29-30.)   

D. Recovery of Uncollectibles  

Staff witness Ms. Ebrey testified to her belief that certain language in the AIU proposed 

tariffs could be misinterpreted to provide for recovery of something other than full recovery of 

any uncollected receivables, and proposed language changes to the tariffs in her direct testimony 

to eliminate this possibility of misinterpretation.  (ICC Staff Exhibit 1.0, pp. 3-6.)  In rebuttal 

testimony, AIU witness Ms. Pearson agreed with some but not all of Ms. Ebrey’s recommended 

changes, and proposed additional modification to the tariff language.  (AIU Exhibit 4.0-2REV, 

pp. 4-6.)  Staff witness Ms. Ebrey accepted those modifications in rebuttal testimony.  (ICC Staff 

Exhibit 5.0, pp. 2-3.)   

E. Compliance Filing  

 At hearing, AIU witness Mr. Solari stated his agreement with Staff that AIU would file a 

tariff compliance filing within 30 days after issuance of the Commission’s Final Order in this 



 - 6 - 

Docket.  AIU would then have 60 days after issuance of the Final Order to implement the terms 

and conditions of the tariff from a systems standpoint.  (Tr., pp. 44-48; ICC Staff Cross Exhibit 

2-Solari.)   

F. Subgroups Designation 

ICC Staff witness Mr. Rukosuev recommended that the subgroup designations DS-3a and 

DS-3b not be used in AIU’s UCB/POR services tariffs, based on his belief that there is no 

precedent for their establishment without prior Commission approval.  (ICC Staff Exhibit 4.0, 

pp. 3-6.)  AIU witness Ms. Pearson agreed with Mr. Rukosuev’s alternative language to these 

subgroup designations in the UCB/POR tariffs.  (AIU Exhibit 4.0-2REV, p. 14.)   

G. Informational Filing 

ICC Staff witness Mr. Rukosuev requested that AIU provide a draft of the Informational 

Filing in its rebuttal testimony.  (ICC Staff Exhibit 4.0, pp. 6-7.)  AIU witness Ms. Pearson 

agreed to this request and provided the filing as Ameren Exhibit 4.4, while reserving the right to 

make any changes, edits or modifications that are needed to be in compliance with the 

Commission’s Final Order, or any other changes needed to implement and facilitate the 

UCB/POR Program.  (AIU Exhibit 4.0-2REV, pp. 14-15.)  Mr. Rukosuev recommended the 

Commission approve the Informational Filing provided as Ameren Exhibit 4.4 in its Final Order.  

(ICC Staff Exhibit 8.0, pp. 5-6.)  

H. Staff’s Reports to the Commission 

In direct testimony, Staff witness Torsten Clausen proposed that Staff should prepare two 

reports, within 12 and 18 months from the effective date of AIU’s tariffs, advising the 

Commission whether to initiate a proceeding to change the initial discount rate.  (ICC Staff 

Exhibit 3.0, p. 15.)  This recommendation was based on Section 16-118(c) of the Act, which 
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states that the discount rate “shall be subject to periodic Commission review.”  (Id.)  The AIU 

did not oppose this recommendation.  (AIU Exhibit 4.0-2REV, p.7.)   

I. AIU’s Reports to the Commission 

The AIU have no objection to the Commission Staff’s recommendations regarding 

reporting requirements.  (AIU Exhibit 4.0-2REV, p.7.)  

J. Bill Inserts 

Staff witness Torsten Clausen proposed changes to the tariff language to direct AIU to 

include the retail electric supplier’s required bill inserts when the supplier chooses UCB/POR 

service.  (ICC Staff Exhibit 3.0, p. 20.)  AIU witness Lynn Pearson testified that the costs of 

blanket inclusion of such inserts are not known and their inclusion might create customer 

confusion.  (AIU Exhibit 4.0-2REV, pp. 11-12.)  Through the discovery process, AIU and Staff 

agreed upon compromise language changes to the tariffs to address all concerns.  (ICC Staff 

Exhibit 7.0, pp. 9-11.)   

K. Other 

In his rebuttal testimony, Staff witness Torsten Clausen confirmed his support for 

Ameren’s proposal to revise the Uncollectible Cost Component (“UDC”) pursuant to changes in 

Commission-approved uncollectible expenses.  (ICC Exhibit 7.0, p. 2.)  Tying the UDC 

component of the discount rate to the Commission-approved uncollectible expense, as it is 

adjudicated in a rate case, is appropriate because it allows the AIU an opportunity to recover 

costs and puts the uncollectibles cost borne by the RES on a level playing field with the 

uncollectibles cost component included in the AIU BGS rates.  (AIU Exhibit 8.0, pp. 6-7.)  

III. UNRESOLVED ISSUES 

A. Discount Rate 
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Section 16-118(c) of the Act states receivables for power and energy service of 

alternative retail electric suppliers “shall be purchased by the electric utility at a just and 

reasonable discount rate to be reviewed and approved by the Commission after notice and 

hearing.  The discount rate shall be based on the electric utility’s historical bad debt and any 

reasonable start-up costs and administrative costs associated with the electric utility’s purchase 

of receivables.”  

The proposed discount rate at issue here is described in the testimony of AIU witness 

Lynn Pearson.  (AIU Ex. 1.0REV, pp. 17-24.)  The one discount rate for all three utilities was 

developed using a formula comprised of the sum of four components: 

1. the anticipated uncollectible expense (bad debt, net write-offs); 

2. a reasonable portion of implementation costs related to UCB; 

3. the start-up costs related to POR; and 

4. the incremental cost to administer the UCB/POR Program. 

In large part, the AIU-proposed discount rate was not contested by Staff and the other 

parties.  Several issues regarding the proposed discount rate were resolved between the parties.  

Three issues remain, and are discussed below:  (1) Staff’s balance factor proposal; (2) CUB’s 

FCAA proposal; and (3) Dominion’s UCB cost component proposal.   For illustrative purposes, 

AIU witness Ms. Pearson prepared a summary containing the projected initial discount rates that 

would result from the implementation of the various proposals.  Ms. Pearson’s summary is found 

in AIU Exhibit 8.3.   

1. Staff’s Balance Factor Proposal 

While largely agreeing with the AIU discount rate proposal at the rebuttal phase, Staff 

witness Mr. Clausen recommends that the Commission create an additional component for the 

discount rate calculation, a so-called “balance factor.”  (ICC Staff Exhibit 3.0, pp. 11-15.) The 
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addition of a balance factor, Mr. Clausen argues, would allow AIU to recover a larger share of 

the UCB/POR costs from the RES taking the service, as well as the opportunity to allow AIU to 

recover uncollectible expenses if and when those expenses increase in the future, without having 

to change the discount rate.  Mr. Clausen contends that this would allow for an extra “cushion” 

in cases of increasing Commission-approved uncollectible expenses.  For these reasons, Mr. 

Clausen recommended setting the initial level of the discount rate at 1.5%, which results in an 

initial balance factor level of 0.41%.   

The AIU disagree with Mr. Clausen’s proposal to set the discount rate at 1.5% during the 

Initial Rate Period, as discussed in Ms. Pearson’s rebuttal and surrebuttal testimony.  (AIU 

Exhibit 4.0-2REV, pp. 9-10; AIU Exhibit 8.0, pp. 6-8.)  The primary reason for this 

disagreement is that it could unnecessarily discourage participation in the program.  (AIU 

Exhibit 4.0-2REV, p. 9.)  Creating the “cushion” Mr. Clausen described is unnecessary, because 

the Initial Rate Period will only be between two and a half and three years in length.  (AIU 

Exhibit 8.0, p. 6.)   

In rebuttal, Mr. Clausen proposed a modification to his Balance Factor proposal, to 

address concerns about the integration of the Balance Factor with AIU’s proposed reconciliation 

mechanism.  (AIU Exhibit 8.0, p. 8.)  The AIU agree that the modification to the Balance Factor 

proposed by Mr. Clausen does address the concerns about how the Balance Factor would operate 

with AIU’s proposed reconciliation mechanism.  However, for all the reasons stated above and in 

testimony, the AIU do not support the Balance Factor proposed by Mr. Clausen.  (Id.)   

2. CUB’s FCAA Proposal 

The AIU disagree with and strongly recommend rejecting CUB witness Christopher 

Thomas’s recommendation to add what he calls the “Fair Cost Allocation Adjustment,” or 

FCAA, component to the UCB/POR discount rate.  (AIU Exhibit 4.0-2REV, pp. 16-18; 
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addressing CUB Exhibit 2.0, pp. 6-8.)  According to Mr. Thomas, the FCAA is designed to 

reimburse retail customers for their 75% share of the UCB implementation costs.  As explained 

in the testimony of AIU witness Lynn Pearson, this FCAA component would cause the AIU to 

over-recover UCB implementation costs during the initial rate period, by causing AIU to recover 

75% of the UCB implementation costs from both the retail customers and from the RES 

(assuming RES participation) during the initial rate period, which lasts through May 2012.  

Under Mr. Thomas’ proposal, the money collected from the RES through factor FCAA would 

not begin to be repaid to eligible retail customers until June 2012.  Second, based on the AIU 

current UCB implementation cost estimate, adding the FCAA would result in a UCB/POR 

discount rate of approximately 1.63%, which is nearly 50% higher than the discount rate that 

results using the AIU current cost estimate and proposed cost recovery mechanism.  This higher 

discount rate may have the unintended consequence of discouraging participation in the 

UCB/POR program, and result in eligible retail customers paying a larger share of the UCB 

implementation costs.   

In contrast, with the AIU-proposed UCB/POR cost recovery mechanism, the more 

successful the program, the larger the share of UCB/POR implementation and start-up costs paid 

for by the RES.  This is a reasonable goal, which can be best achieved by establishing a discount 

rate that is fair and does not discourage RES entry to the residential and small commercial 

market in Illinois.  

In rebuttal testimony, Mr. Thomas proposed two alternatives to his original proposed 

FCAA mechanism:  to either shorten the Initial Rate Period or to combine his proposed FCAA 

with the Balance Factor proposed by Staff witness Mr. Clausen.  (CUB Exhibit 4.0, p. 1.)    
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Neither alternative is appropriate.  AIU witness Ms. Pearson explained that it is 

appropriate to have an Initial Rate Period that provides time to allow the retail choice market for 

residential and small commercial customers the opportunity to develop, and that the Initial Rate 

Period proposed by AIU, between two and a half to three years, is a reasonable time period that 

balances various stakeholder preferences.  (AIU Exhibit 8.0, p. 10.)  Ms. Pearson also explained 

that Mr. Thomas’s proposal to combine his FCAA proposal with Staff’s balance factor proposal 

is inconsistent with Mr. Clausen’s modification to his balance factor proposal in rebuttal 

testimony.  (Id.)  Mr. Thomas’ second alternative is thus inconsistent with AIU’s proposed 

reconciliation mechanism (as addressed above) and Staff’s proposal, and should be rejected. 

3. Dominion’s UCB Cost Component Proposal 

Dominion witness Mr. Barkas recommends rejecting the AIU proposal to allocate a 25% 

share of billing system improvement costs to participating RES as a component of the discount 

rate.  (Dominion Exhibit 1.0, pp 4-5).  The effect of Dominion’s proposal would be to 

significantly reduce the discount rate assessed to participating RES.  (See AIU Exhibit 8.3)  

Dominion’s proposal should be rejected, because the AIU proposed recovering a portion of costs 

from the participating RES based on its perception of shareholder concerns about cost 

responsibility.  Parties have expressed similar concerns in this docket, specifically in the 

testimonies of ICC Staff Witness Mr. Clausen and CUB Witness Mr. Thomas.  (See CUB 

Exhibit 2.0, pp. 4-5; ICC Staff Exhibit 3.0, pp. 9-11)  The 25% allocation methodology should be 

approved as proposed because it is fair, reasonable and not inconsistent with the provisions of 

Section 16-118.   

B. Rate of Return in FCR  

As AIU witness Mr. Hughes explains in his direct testimony, the Fixed Charge Rate 

(“FCR”) is a cost recovery component of the UCB/POR tariffs intended for the purpose of 
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recovering prudently incurred capital costs consisting of investments in assets required to 

provide UCB/POR service.  (AIU Exhibit 2.0, p. 3.)  Provision of the UCB/POR service requires 

capital investment in the form of enhancements to information technology assets associated with 

AIU billing processes.  (See Id.; see also AIU Exhibit 3.0.)  To establish the FCR, Mr. Hughes 

utilized the companies’ weighed average cost of capital to establish a rate of return used to derive 

the FCR.  (AIU Exhibit 2.0, p. 4.)  Mr. Hughes calculated from the results of the AIU’s most 

recent rate cases.  (Id.)  In addition to the weighted cost of capital used to establish the rate of 

return value in calculating the FCR, Mr. Hughes included three other values in his calculation 

including book depreciation, income taxes, and an offset for deferred taxes.  Mr. Hughes’ 

analysis resulted in an FCR of 27.15%.  (Id. at 5.) 

Staff witness Ms. Phipps does not take issue with the methodology utilized by Mr. 

Hughes in his calculation of the FCR, however, she does oppose the use the companies’ reliance 

upon the weighted average cost of capital to derive the rate of return value central to Mr. Hughes 

analysis.  (See ICC Staff Exhibit 2.0R.)  In contrast to Mr. Hughes, Ms. Phipps  supports an FCR 

of  23.74%.   (ICC Staff Exhibit 2.0R, p. 2.)   

The disparity between Staff and the AIU positions with regard to the FCR exists because 

Ms. Phipps incorrectly supports a 3.9% rate of return for calculating the financing costs 

associated with implementation of the UCB/POR Program, arguing that the risks of 

implementing the program are lower than rate base assets.  (Id; AIU Exhibit 9.0, pp. 2-7.)  She 

explains that her recommendation for an implicit 100% equity rate of return of 3.9% is 

equivalent or analogous to the five-year yield on AAA-rated utility debt.  (ICC Staff Exhibit 

2.0R, p. 2.)  The AAA-rating is the highest rating attainable by the credit ratings agencies that 

employ it.  (Tr. 75-76.)   
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As AIU witness Mr. Hughes explained, Ms. Phipps’ proposal understates real financing 

costs associated with this project – costs which must be capitalized, not expensed.  (AIU Exhibit 

9.0, p. 3.)  Capitalized expenses result in the usage of debt and equity in a manner consistent with 

any other AIU capitalized expenses, and should earn a 10.65% return on equity consistent with 

the last AIU rate case.  (Id.)  Although this project is small in comparison to other capital needs, 

setting a rate of return of 3.9% only degrades a financial position the AIU needs to maintain and 

improve.  (Id.) 

In deriving her recommended rate of return, Ms. Phipps’ position inappropriately equates 

the risk associated with recovering Transitional Funding Charges (“TFC”) with the risk 

associated with recovering the subject costs.  (See ICC Staff Exhibit 2.0R, p. 3.)  Ms. Phipps 

position is untenable in large part because it simply ignores the unique statutory and regulatory 

context that gave rise to the TFC charges.  Specifically, the TFC charges to which Ms. Phipps 

references are related to the securitization of certain cash flows utilized to refinance certain 

“stranded costs” associated with utility industry refinancing resulting from the 1997 Illinois 

restructuring law.  (ICC Staff Exhibit 2.0R, p. 4, ICC Staff Exhibit 6.0, p. 3; AIU Cross Exhibit 

1.0; Tr. 82-92; see also 220 ILCS 5/17-100 et seq.; Public Act 90-561; Final Order, Docket 98-

0488.)   

Ms. Phipps position further ignores the fact that UCB/POR assets are not distinguishable 

from any other assets the AIU have to finance.  (AIU Exhibit 9.0, p. 4.)  There is no distinction 

between financing POR startup costs, pole costs, transformer costs or any other capitalized costs.  

The reality is the AIU cannot call Bank XYZ and ask for a 3.9% rate of interest for debt to pay 

for UCB/POR startup costs.  AIU cannot issue separate mortgages, form special LLCs/joint 



 - 14 - 

ventures or arrange for project financing that will isolate financing these capitalized costs for 

some preferred low interest rate.  (Id.)  

The cost of capital for a utility is equal to the amount investors and lenders expect when 

looking at the companies as a whole.  (AIU Exhibit 9.0, p. 4.)  Current project mixes are part of a 

risk assessment that investors make, and many factors are weighed.  These include prospective 

business opportunities/liabilities, historic performance, and external market conditions.  It is not 

reasonable to expect Investor ABC to buy $3 million dollars of stock or provide $3 million 

dollars of equity with the understanding that AIU could only provide a 3.9% rate of return.  

Current market conditions dictate that higher returns are being expected due to the economic 

slowdown and crisis in the credit markets.  These would point to higher expected returns, 

certainly nothing close to a 3.9% return. (Id.)   

At hearing, Ms. Phipps acknowledged many of the fallacies inherent in her position.  Ms. 

Phipps agreed that the AIU do not enjoy an AAA credit rating – although her recommendation is 

based on an AAA credit rating.  (Tr., p. 76.)  She further acknowledged that no other investor 

owned utilities in Illinois have a AAA rating,  nor could she identify any other investor owned 

utilities doing business in the United States with such a rating.  (Id.)    

Additionally, Ms. Phipps acknowledged the material distinctions between the UCB/POR 

program charge at issue in the present case and the unique statutory securitization associated 

with TFC charges she based her analogy upon.  Ms. Phipps acknowledged that the tariffs filed in 

the instant case did not create a property right for any bond holder.  (Tr., p. 90.)  In this case, 

unlike the TFC scenario, “there are no bond holders.”  (Tr., p. 91.)  Further, the cash flow 

collected as part of the supplemental customer charge would not be isolated, such that any AIU 

debt or equity holder would be protected from losses associated with AIU bankruptcy.  (Tr., pp. 
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91-92.)  This acknowledgment undermines her position that the start-up costs in this case would 

be at all similar to AmerenIP’s transitional funding notes, as she claims – which serviced debt 

through a trustee before any other debtor would be paid.  (AIU Exhibit 9.0, p. 6.)  Finally, Ms. 

Phipps acknowledged that an AIU investor would examine all prevailing economic 

circumstances – credit rating, economic environment, etc. – prior to investing in a company.  (Tr. 

p. 92.)  However, her testimony does not take into account the economic climate for acquiring 

credit the AIU face today.   

In short, Ms. Phipps’s hearing testimony offered no support for, and in fact undermined, 

her apparent position that the AIU should be able to finance UCB/POR startup costs at a 3.9% 

rate of interest.   

The overwhelming evidence shows that, if Ms. Phipps’s recommendation is accepted, the 

AIU will not recover their true costs and the UCB/POR project will erode the allowed equity 

return that the Commission has allowed for other AIU rate base assets.  (AIU Exhibit 9.0, pp. 4-5, 

7.)  Setting a rate of return at 3.9% would only degrade the financial position the AIU needs to 

maintain and improve.  The evidence shows that, particularly in this difficult economic climate, 

it is reasonable and in fact conservative to allow the same rate of return on the UCB/POR startup 

costs as the Commission allowed for any other capitalized asset in the last AIU rate case.  (Id.) 

C. Amortization/Recovery Period of Costs 

AIU witness Ms. Pearson’s surrebuttal testimony shows agreement with Staff witness Mr. 

Clausen’s proposal for a five-year recovery period for UCB/POR start-up costs.  (AIU Exhibit 

8.0, p. 8.)  Ms. Pearson also explained that recovery through the UCB/POR Program Charge 

reconciliation mechanism could extend beyond the five-year period.  Staff witness Phipps offers 

the supporting cost impacts of extending the amortization period.  (ICC Staff Exhibit 2.0R, p. 5.)  

In response to Mr. Clausen’s recommendation for a 7-year recovery for UCB systems 
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enhancement cost assets, AIU witness Mr. Hughes pointed out that a 5-year recovery period for 

those assets can only be book depreciated over a five-year basis and tax depreciated for three 

years.  (AIU Exhibit  9.0, pp. 7-8.)  Mr. Hughes stated that a 7-year recovery period for those 

assets would thus be inappropriate because the depreciable life of the underlying assets will not 

exceed five years.   

Mr. Clausen’s underlying policy concerns could be addressed after the close of this 

Docket and prior to program termination.  Such a modification could adjust recovery 

prospectively to better ensure that actual experience results in a level of costs allocated to RES 

participants.  As the program progresses, actual program experience will demonstrate the 

necessity of any such modifications..  

D.  “All-In”/”All-Out” Rule 

In the Availability/Eligibility Section of the Supplier Terms and Conditions Tariff 3rd 

Revised Sheet No. 5.015, AIU provided that, in general, a RES choosing to participate in the 

UCB/POR Program must either include all Eligible Customers within a Customer Subgroup or 

exclude all Customers within a Customer Subgroup.  AIU witness Lynn Pearson explained that, 

without this provision, a RES could be selective about which individual customers could be 

placed on the program, to the detriment of the Ameren Illinois Utilities and their customers.  

(AIU Exhibit 4.0-2REV, p. 22.)  Mr. Clausen agrees RES could engage in “cherry-picking”  

without an All-In or All-Out provision (ICC Staff Exhibit 7.0, page 14).  The AIU continue to 

view this provision as a customer protection measure necessary to avoid encouraging RES to 

keep customers with better payment histories on their dual or single billing option plan, and put 

remaining customers on the UCB/POR program.  The result could increase the AIU average 

uncollectible cost, thereby also affecting the discount rate.  (Id.)   
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Through substantive negotiations and discussions between the parties, however, and for 

reasons discussed in the rebuttal testimony of ICEA and RESA witness Ronald Cerniglia 

(ICEA/RESA Exhibits 1.0 and 2.0), the AIU have now agreed that this so-called “All-In or All-

Out” provision in the Supplier Terms and Conditions tariff should not apply to the ability of a 

RES to utilize the UCB/POR program for its non-residential customers in the DS-2 and DS-3 

customer classes.  (See MOU attached as Appendix A.)  AIU continues to support this proposed 

Supplier Terms and Conditions tariff provision, but only as applicable to the residential rate 

class.  Accordingly, the last paragraph of the Availability/Eligibility Section of the Supplier 

Terms and Conditions Tariff 3rd Revised Sheet No. 5.015 should be revised to read as follows, as 

shown in Appendix B: 

A RES must choose to either include all Eligible Customers within 
a Customer Subgroup Residential Customers or exclude all 
Customers within a Customer SubgroupResidential Customers in 
the UCB/POR Program (with the exception of Customers with 
accounts greater than 60 days in arrears). RES’ existing contracts 
for alternative billing options will be grandfathered and excused 
from this provision until those contracts expire or one year from 
the execution of the UCB/POR BSA, whichever occurs sooner, at 
which point the RES must comply with the all-in or all-out 
provision of the participation requirement for all Residential 
CustomersCustomers in a Customer Subgroup.   

 If the Commission chooses to adopt this modification (as more fully defined and 

explained in the MOU attached as Appendix A) the tariffs should also be modified to eliminate 

reference to the “Customer Subgroup” defined term.  To minimize confusion and allow other 

parties the opportunity to comment on the MOU, however, no such additional changes have been 

shown in Appendix B.   

 Additionally, the AIU have committed to work with stakeholders to analyze the potential 

of an aggregation exception to the “all-in or all-out” limitation, and present any tariff changes 

that would result from such an analysis.  (See Appendix A.)   
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E. Definition of Power and Energy 

In their proposed tariffs, the AIU limited the definition of “Power and Energy Service” to 

include only cost items that would be included within a traditional “power and energy” definition.  

(AIU Exhibit 4.0-2REV, pp. 23-25.)  This limitation was contested throughout this proceeding, 

on grounds that Public Act 95-1027 requires RES to procure renewable energy resources and that, 

under the new law, a RES is permitted to purchase renewable energy credits (“RECs”) in order 

to comply with statutory renewable energy requirements.  Thus, parties argued, RECs should be 

included within the AIU tariff definition of “Power and Energy Service.”  (See, e.g., ICC Staff 

Exhibit 7.0, pp. 11-12.)  The AIU agree that the issue hinges on this legal determination .  

Of course, the AIU comply with the Commission’s determination regarding all relevant 

Illinois laws and regulations.  Of critical importance is commemorating the Commission’s 

determination regarding whether the AIU tariffs should include RECs within the definition of 

“Power and Energy Service.”  Assuming the Commission agrees with the apparent consensus to 

include RECs within the Definition of Power and Energy Service under the terms of the 

UCB/POR Program, the AIU propose amending their proposed tariffs3 accordingly, as follows:   

Power and Energy Service 

Power and Energy Service for purposes of the UCB/POR Program 
refers to the RES charges included in the receivables purchased by 
the Company and shall only include such charges for Power and 
Energy Service. Such charges for Power and Energy Service shall 
include only those components the RES is obligated to procure to 
meet its Customers’ instantaneous electric power and energy 
requirements.  Such charges and may also include charges for 
Transmission Services and related Ancillary Transmission Services 
and supply products that utilize renewable energy credits, represent 
alternative compliance payments or other appropriate means of 
establishing compliance with the renewable portfolio standards as 
set forth in Public Act 95-1027, the Public Utilities Act, and/or 

                                                 
3  See Appendix B, ST&C Tariff 3rd Revised Sheet No. 5.018 and SCC Original Sheet No. 34.003.   
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Administrative Rules of the Commission.  The accounts 
receivables purchased for the RES shall not include items such as 
early termination fees or fees for value added service.  

 The definition and legal interpretation as stated above is not intended to be a reform to 

the definition of what constitutes “power and energy” in a general sense.  Such an examination is 

overly broad and unnecessary to resolve the issue at bar.  The analysis and tariff language stated 

above are intended to be applicable only to address the issue presented in the instant case, i.e., 

defining what types of charges should included within a receivable for power and energy service 

purchased by a utility from a RES pursuant to Public Act 95-1027.   

F. CUB’s Consumer Protections 

CUB witness Mr. McDaniel recommends the Commission reject the AIU tariffs “because 

adequate consumer protections are not yet in place and the Office of Retail Market Development 

(“ORMD”) workshop process, where consumer protection issues are currently being discussed, 

has not yet concluded.”  (CUB Exhibit 3.0, pp. 1-4.)  In his rebuttal testimony, Mr. Pontifex 

responded to Mr. McDaniel’s concerns as follows: 

First, clearly the General Assembly intended choice for all 
customers in the law passed in 1997, including residential and 
small commercial customers. Given that it is now 2009, I would 
surmise that the intention of SB 1299 was to encourage residential 
and small commercial customer choice, not delay it further. 
Second, although I am not an attorney, I am advised that consumer 
protections do exist including the Commission’s Part 451 ARES 
certificate requirements and the Illinois Consumer Fraud and 
Deceptive Business Practices Act which includes electricity 
specific protections as well as those of general applicability.  
[(AIU Exhibit 7.0, p. 16.)] 

A review of the applicable statutory and regulatory provisions indicates that Mr. Pontifex 

is correct.  Section 16-118 of the Act does not indicate that the Commission should hold in 

abeyance the implementation of its directives until such time additional consumer protection 
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legislation or regulations are enacted or promulgated.  Moreover, the General Assembly has 

already enacted consumer protections both generally and specifically applicable to RES entities 

doing business in Illinois.  See generally 815 ILCS 505/1 et seq.   Mr. Pontifex is also correct 

that the Commission regulates RES participation in the market through rigorous certification and 

recertification regulations.  See 83 Ill. Admin. Code 451.10 et seq.   

In addition to the consumer protection provisions Mr. Pontifex mentions, the Act imposes 

obligations on retail electric suppliers that afford and advance consumer protections, and the 

Commission has the authority to hear complaints against RES and enforce non-compliance as a 

result of such complaints.  220 ILCS 5/16-115A; 220 ILCS 5/16-115B. 

CUB’s remaining specific recommendations are that: (1) the AIU, at the time the 

customer is provided with the RES’s contact information, should transfer the customer to their 

respective supplier; (2) the AIU’s Supplier Handbook should include a requirement that the RES 

supply the ICC CSD number to consumers who have a RES disputed charge complaint that is not 

satisfied.  (CUB Exhibit 3.0, pp. 3-4.)  Further, CUB recommends that a dispute resolution 

process is codified in the AIU tariffs.  (Id., p. 4.)  As the overwhelming majority of the evidence 

shows, these relatively minor recommendations offer no cause for wholesale rejection or even 

modification of the tariffs.   

Regarding the first issue, the AIU recognize CUB’s concern that the AIU help educate 

customers on any potential dispute process.  (AIU Exhibit 10.0, pp. 4-6.)  However, it is equally 

important that the customer understand the separation between delivery and supply issues.  

CUB’s proposal may suggest to the customer that there is no separation and in fact confuse the 

customer in their thinking about electric choice.  Customers may also wish to decide for 
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themselves if and when they wish to pursue additional information from the supplier.  For these 

reasons, the AIU do not support this proposal. 

Regarding Mr. McDaniel’s second recommendation, to require that the AIU supplier 

handbook state that the RES supply the ICC CSD number to consumers who have an unsatisfied 

RES disputed charge complaint, is premature and also should not be implemented.  AIU witness 

Ms. Pearson testified to her understanding that the plurality of RES stakeholders would agree to, 

or already do, provide the ICC CSD number if needed.  (AIU Exhibit 10.0, p. 7.)  However, the 

issue should be addressed in an ORMD lead discussion, and hence it seems inappropriate for the 

AIU to control and mandate. The AIU will strongly consider adding this obligation to our 

handbook, but want to see how the issue is addressed by the ORMD in future workshops. 

Finally, and for similar reasons, modification of the AIU tariffs to include a dispute 

resolution process is also unwarranted.  (AIU Exhibit 10.0, p. 8.)  As Staff witness Pound 

concluded:  “a consistent process can be implemented by the AIU to handle RES disputed 

charges without specific tariff language detailing each step in the process.”  (ICC Staff Exhibit 

9.0, p. 12.)  Dominion witness Mr. Barkas also commented: “Ameren should revise the tariff to 

contain neutral language that could then be used to implement the agreement that should soon be 

reached in the workshops. Such neutral language would allow the process agreed to in the 

workshops to be implemented without the need to rewrite the tariff again.”  (Dominion Exhibit 

1.0, p. 7.)  The AIU has listened to all opinions throughout this process and accordingly modified 

our tariff language to be more neutral, as Mr. Barkas suggests.  The AIU agree that a disputed 

charge process not be codified. 
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G. Other 

AIU Appendix B, Sheet No. 5.027, does not show certain date modifications that were 

previously accepted in testimony.  Specifically, AIU witness Ms. Pearson previously agreed to 

ICC Staff witness Mr. Clausen’s testimony as follows: 

 
On 3rd revised Sheet No. 5.025, I recommend that the first sentence 
be modified to the following in order to allow for the possibility 
that the filed tariffs will become effective at a date other than June 
2009:  “The First Reconciliation Period will cover the period from 
the effective date of this tariff through December 2011 (First 
Reconciliation Period).” Similarly, the third sentence on 3rd 
Revised Sheet No. 5.027 should be changed to the following: 
“Ultimately, any unrecovered UCB Start-Up Costs at the end of 
the five-year period (five years from the effective date of this tariff) 
shall be recovered from Eligible Customers via the ARA 
component of Factor USC included in the UCB/POR Program 561 
Charges.  (ICC Staff Exhibit 3.0, p. 26) 

 
AIU witness Ms. Pearson agreed with this language in testimony. (AIU Exhibit 4.0-2REV, p. 7.)  

But, after review, the AIU have concluded that using the effective date creates pragmatic and 

administrative concerns due to the resulting mismatch that will occur between the reconciliation 

period and UCB/POR “programs years” that drive other mechanics of the tariff.  Further, the 

AIU are concerned that Staff may not have anticipated this implication as well.  Thus, the AIU 

see the easiest solution to leave the dates contained within the tariff related to the reconciliation 

periods unchanged at this time.  However, fully recognizing that the AIU have already agreed to 

the changed language, the Companies are willing to examine alternative solutions to the extent 

they are proposed by Staff or other parties in brief.   
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IV. CONCLUSION 

For the reasons stated herein, and as supported by the record evidence, the AIU 

respectfully request that the Commission approve the tariffs as modified and grant any other 

relief it deems just and equitable. 
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