
APPENDIX A 

DOCKET NOS. 11-0279/11-0282 
EXCEPTIONS OF AMEREN ILLINOIS COMPANY 

 
 The following are the Exceptions of Ameren Illinois Company d/b/a Ameren 
Illinois (“AIC”) to the Administrative Law Judges’ Proposed Order (“ALJPO”) issued in 
this proceeding on November 15, 2011.  The Exceptions are discussed in the 
accompanying Brief on Exceptions.  With respect to each Exception, the reason for the 
Exception is discussed in the Brief on Exceptions at the sections indicated in this 
Appendix.  Appropriate replacement language for the ALJPO is set forth in the 
corresponding section of this Appendix A, which shows the changes from the ALJPO in 
redline format.  For the reasons stated in AIC’s Brief on Exceptions, the Company asks 
that the ALJPO be modified with the replacement language shown in the respective 
sections herein.   
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Exception 1: ALJPO SECTION IV.B.1 “Capital Additions 
Adjustment”, page 13, should be modified as follows, as 
discussed in Section A of the accompanying Brief on 
Exceptions  
 
d. Commission Conclusion 

 

 In any large organization, projects planned for completion even a few years into 
the future may not be completed while other projects not anticipated may be 
implemented.  The Commission recognizes that regulated utilities are subject to this 
reality and respects their need to react to changing plant needs.  At the same time, the 
Commission must also abide by the Act to ensure that a utility's investments are 
prudently incurred and that plant in rate base is used and useful.  Schedule F-4 assists 
the Commission in ensuring that only the costs for proper capital additions are included 
in rate base.  Because trying to review all capital additions in the limited span of a rate 
case is not practical, Schedule F-4 calls for details on the most expensive projects.  
Staff and other parties are also free to inquire about other capital additions as well. 

 In this instance, Staff recommends disallowing approximately $7.2 million 
because by AIC's own admission, the associated projects will not be completed be the 
end of the 2012 test year.  Rather than accept the adjustment, AIC offers in rebuttal 
testimony additional plant additions not included in the test year rate base with total 
costs exceeding that which Staff seeks to disallow.  When one considers Staff's 
recommended disallowance with its newly planned capital additions, AIC contends that 
the overall forecasted budget is still essentially the same. 

 The problem with AIC's position, however, is that the Act is not concerned with 
the overall plant investment of a utility.  The Act is concerned with the prudency and 
used and usefulness of particular utility assets.  The Commission has consistently 
applied this statutory requirement in the past.  While AIC may find itself needing to add 
distribution plant that it did not anticipate when preparing its rate case, it chose not to 
update its future test year and should not be allowed to circumvent the process for 
reviewing its plant additions by focusing on its overall capital expenses. 

 Furthermore, the Commission shares Staff's concern that if it accepts AIC’s 
substitution of new, previously unidentified capital projects in place of projects 
disallowed from the future test year, the prudency and used and useful analyses will 
become irrelevant.  Adoption of the "overall level of forecasted plant additions" standard 
would enable utilities with future test years to make whatever substitutions necessary to 
justify the level of their forecasted rate base additions in response to other party’s 
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proposed adjustments.  The Commission would then lose its ability to hold the utilities to 
any meaningful rate base forecasting standards.  Accordingly, Mr. Rashid's adjustment 
on this issue is accepted. 

Staff proposes to disallow approximately $7.2 million for capital additions included 
in AIC's test year forecast, but which have since been cancelled or deferred. Staff 
declines to recognize new investment totaling $8.8 million, which it characterizes as an 
inappropriate "shifting of dollars" to pay for projects not identified in AIC's original 
forecast. 

 
The Commission will not adopt Staff's adjustment. A future test year requires an 

evaluation of forecasted plant additions scheduled to be placed in service in the future.  
For the various reasons explained by the Company, budgeted projects may not be 
completed, and projects that were not budgeted may also need to be completed. Staff 
agrees that it is appropriate for Ameren Illinois to manage its operations in a flexible 
manner by re-prioritizing projects as needed. 

 
Although the rate case forecast is based on assumptions about projects that will 

be completed in the test year, all parties acknowledge that these assumptions will 
change over time based on changes in priorities and resources. The Company notes that 
the test year budget used to develop its rate case schedules was approved in October 
2010. Among these are Schedule F-4, which requires identification of certain major 
projects above a certain dollar threshold. It is understandable that Staff would seek 
discovery from the Company to determine the status of these projects. Discovery 
concerning projects not listed in the F-4 Schedules is appropriate as well, as Staff is 
required to determine whether the "value of such investment" in the proposed rate base 
(and not just the value of investment listed in Schedule F-4) will be "used and useful."  
220 ILCS 5/9-211. In the Commission's view, this statutory standard requires Staff to 
consider all information readily available concerning the "value of such investment" in 
overall plant. This information includes unrebutted evidence that the Company will invest 
approximately $8.8 million in new projects that are not included in rate base. On a net 
basis, then, the record demonstrates that Ameren Illinois will invest approximately $1.6 
more than it originally forecasted. 

 
We reject Staff's claim that "[c]onsideration of capital projects expense within a 

rate case is distinct from operations." (ICC Staff Ex. 28.0, p. 5.) Once a utility finalizes its 
forecast and files a rate case using a future test year, the ratemaking process will not 
suspend disbelief and assume that every capital addition will be placed in service as 
scheduled and on budget. This is precisely the reason why discovery and investigation 
concerning forecasted plant additions is necessary. Discovery here revealed that 
although sixteen projects were cancelled or deferred, thirteen new projects were added. 
The Company did not identify these new projects for the purpose of "expanding its list of 
test year capital projects," as Staff claims. (ICC Staff Ex. 28.0, p. 5.) Rather, the 
Company identified these projects to establish that its overall forecast of plant additions 
remained accurate, despite the "shifting of dollars" that Staff criticizes. AIC explains that 
because the "shifting of dollars" was not deemed material and substantial, the Company 
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did not file an update under Part 287.30. If it had filed an update, the Company would 
have had the opportunity to recover the additional $1.6 million investment. Were we to 
adopt Staff's adjustment, AIC would essentially be penalized for not filing an update. 

 
In future test year cases, the plant in service component of rate base is 

determined by examining the overall level of forecasted plant additions. The Part 285 
filing requirements do not require utilities to identify every forecasted capital addition. 
Operational realities and the need to re-prioritize resources would make this impractical 
in any event. The F-4 Schedules are an important tool for identifying major projects, but 
these schedules do not define the totality of plant investment for inclusion in rate base. 
All available evidence must be considered to determine the "value of such investment" 
proposed for recovery in rate base. To the extent significant and material changes to 
forecasted plant additions are identified in a rate case, such changes may be 
addressed in accordance with the update provisions of Part 287.30. 
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Exception 2: ALJPO SECTION IV.B.2 “ADIT—FIN 48”, page 18, 
should be modified as follows, as discussed in Section B of 
the accompanying Brief on Exceptions  

 
d. Commission Conclusion 

 

 Whether FIN 48 amounts should be deducted from rate base is an issue of first 
impression before the Commission.  But as the parties have demonstrated, other state 
commissions have addressed this issue and come to different conclusions.  Therefore, 
regardless of the outcome here, the Commission will not be the sole outlier in the face 
of a consistent regulatory practice. 

 Like customer advances and customer deposits, FIN 48 amounts represent non-
shareholder supplied funds.  Each of these types of funds essentially represents loans 
and accrues interest.  GCI does not appear to characterize FIN 48 amounts as interest 
free loans, which AIC seems to suggest GCI is doing.  In light of GCI's arguments, the 
Commission can see no clear reason why FIN 48 funds that have not been repaid to the 
taxing authorities should not be deducted from rate base.  The primary argument 
against GCI's proposal is that it would discourage utilities from taking aggressive tax 
positions.  But by allowing AIC to recover from ratepayers any interest accrued on FIN 
48 funds in its cost of service, AIC should still have an incentive to make such tax 
arguments.  If it prevails, AIC retains the interest expense that the IRS will not be asking 
for.  If it fails, AIC will pay the interest expense that it has collected in its cost of service.  
Accordingly, the Commission adopts GCI's position and directs that FIN 48 funds that 
have not been repaid to the taxing authorities be deducted from rate base.  AIC may 
recover from ratepayers any interest accrued on FIN 48 funds in its cost of service. 

 The Company proposes, and Staff agrees, to remove the FIN 48 balances from 
ADIT, which reduces the rate base deduction for deferred taxes. To the extent interest or 
penalties are assessed on FIN 48 amounts eventually re-paid to tax authorities, AIC will 
not seek recovery of these expenses from ratepayers. Under AG/CUB's proposal, FIN 48 
amounts would be added back to ADIT (thereby increasing the rate base deduction for 
deferred taxes), but accrued interest included in the cost of service.  

 Although this Commission is not bound by regulatory commission decisions from 
other jurisdictions, we find the decisions cited by AIC persuasive on this issue. We reject 
AG/CUB's proposed ratemaking treatment of FIN 48 liabilities. 

In In the Matter of Union Electric Company, d/b/a AmerenUE's Tariffs to Increase 
Its Annual Revenues for Electric Service, Case No. ER-2008-0318 (Jan. 27, 2009), 
Missouri Staff proposed to treat all FIN 48 liabilities as ADIT and reduce rate base 
accordingly. Id., p. 54. AmerenUE argued that FIN 48 liabilities should be excluded from 
ADIT. The Missouri Commission agreed. "Both ratepayers and shareholders benefit when 
AmerenUE takes an uncertain tax position with the IRS, because saving money on taxes 
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benefits the company's bottom line and reduces the amount of expense the ratepayers 
must pay." Id., p. 55. The Commission concluded "[t]he best way to encourage 
AmerenUE to continue to take uncertain tax positions is to treat the company fairly in the 
regulatory process." Id. Treating FIN 48 liabilities as ADIT is unfair to the utility because 
"[i]f the ultimate outcome before the IRS matches the FIN 48 analysis . . . there would be 
no deferral of tax and no means by which AmerenUE would recover the amount that 
reduced rates, but was not actually realized by the company." Id. Mr. Warren's testimony 
in this proceeding supports this conclusion. 

 
 In Application of Kentucky-American Water Company For An Adjustment of Rates, 
Case No. 2010-00036 (Dec. 14, 2010), the Kentucky Attorney General argued the utility's 
FIN 48 liabilities represented a source of zero-cost capital that should be treated as ADIT 
and passed through to ratepayers. Id., pp. 18-19. The Kentucky Commission observed 
that regulatory commissions "have been reluctant to apply the rate-making treatment that 
the AG proposes." Id., p. 19. Citing AmerenUE and Washington Util. & Transp. Comm'n v. 
Pugent Sound Energy, Inc., Dockets UE-090704 and UG-09075, slip op. at 70 (Wash. 
UTC Apr. 2, 2010), the Kentucky Commission rejected the AG's adjustment. "If the IRS 
ultimately allows the deduction . . . ratepayers and shareholders will benefit from the tax 
deferral. If the IRS disallows Kentucky-American's deduction, Kentucky-American has 
stated it will not seek recovery for interest and penalties imposed by the IRS and the 
ratepayers will not be negatively affected." Id., p. 20. 
 

Here, as in Kentucky-American, AIC has committed to not seek recovery of interest 
or penalties if it loses its uncertain tax positions. As in the decisions discussed above, we 
believe this ratemaking treatment properly incentivizes utilities to take aggressive tax 
positions. If the utility prevails, "[b]oth ratepayers and shareholders benefit . . . because 
saving money on taxes benefits the company's bottom line and reduces the amount of 
expense the ratepayers must pay."  AmerenUE, Case No. ER-2008-0318 (Jan. 27, 2009), 
p. 55. Making the utility responsible for interest and penalties is the quid pro quo that 
deters taking overly-aggressive or unreasonable positions.  
AG/CUB's arguments are unpersuasive. It claims FIN 48 amounts represent non-investor 
supplied funds that are substantively no different than ADIT. AG/CUB also draws an 
analogy between FIN 48 funds and customer advances and deposits, which likewise 
accrue interest and are deducted from rate base. As pointed out by the Company, 
although FIN 48 liabilities represent non-investor supplied funds, they are distinguishable 
from "regular" ADIT because FIN 48 funds are never interest-free. Additionally, unlike 
ADIT or customer advances and deposits, which represent ratepayer-supplied funds, FIN 
48 funds are effectively supplied by the government. Ratepayers have no provided any of 
the funds represented in the FIN 48 balances. Accordingly, we reject AG/CUB's 
adjustment and adopt the recommendation of the Company and Staff. 
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Exception 3: ALJPO SECTION IV.B.4 “Accrued OPEB 
Liability,” page 23, should be modified as follows, as 
discussed in Section C of the accompanying Brief on 
Exceptions  

 

d. Commission Conclusion  
 

*** 

 AIC now insists that through Ameren Ex. 2.4, it has demonstrated that ratepayers 
have not paid what they owed toward OPEB expenses.  Even after contributing $100 
million toward OPEB liability, AIC contends that ratepayers still owe nearly $60 million to 
the OPEB fund.  AIC contends that only approximately $60 million of the $120 million 
liability has been recovered in rates.  After contributing $100 million to the OPEB trust 
fund during the course of these proceedings, AIC argues that the remaining balance of 
the liability represents funds not yet collected through rates.  AIC wants the Commission 
to take note of this ratepayer deficiency and decline Staff and GCI's recommendation 
that nearly $10 million representing OPEB liability be deducted from rate base. 

Although the Commission finds AIC's position a novel approach, it does not find it 
appropriate.  AIC professes to somehow have parsed from past Commission-approved 
rates that amount attributable to OPEB expenses for each of the legacy utilities.  
Because it's current OPEB accruals exceed that which it believes it was entitled to 
under prior and existing rates, AIC seems to suggest that past and existing rates clearly 
have not sufficiently collected "OPEB dollars."  The Commission questions the validity 
of such an analysis and wonders how AIC was able to isolate that specific element of 
the legacy utilities' rates over nearly 20 years for two of the companies and nearly eight 
years for the third and account for the myriad of variables affecting its revenues and 
expenses over those years.  Moreover, AIC's analysis would seem to amount to single-
issue retroactive ratemaking.  The Commission finds it wholly inappropriate to attempt 
to reconcile one component within decades worth of approved rates with what a utility 
believes that one component should have produced in revenue. 

 

***
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Exception 4: ALJPO SECTION V(B) “Operating Revenue and 
Expenses”, Subsection 2, “Charitable Contributions,” pages 
37-39, should be modified as follows, as discussed in Section 
D of the accompanying Brief on Exceptions  
 
 
e. Commission Conclusion 

 

 The Commission observes that during the 2012 test year, AIC anticipates making 
contributions of approximately $2,000,000 to schools and universities, disease research 
organizations, multiple chambers of commerce, hospitals, a county fair, the Illinois State 
Fair, a hockey team, the United Way, and multiple other entities. (See Ameren Ex. 28.1)  
Whether such contributions are appropriate, particularly in the current economic climate, 
is of some dispute.  Section 9-227 provides that, 

It shall be proper for the Commission to consider as an operating 
expense, for the purpose of determining whether a rate or other charge or 
classification is sufficient, donations made by a public utility for the public 
welfare or for charitable scientific, religious or educational purposes, 
provided that such donations are reasonable in amount. 

The Commission understands that it must also "determine the reasonableness of the 
amount of contributions based on the total contributions rather than on an individualized 
basis." (BPI II, 146 Ill.2d at 255)   

 In making a determination of reasonableness, the Commission agrees with IIEC 
that reasonableness is not an assessment that can be made in a vacuum.  Charitable 
contribution amounts found reasonable in some circumstances need not be accepted as 
such under different circumstances.  In Section 9-227, however, the legislature has 
made clear that charitable contributions are a recoverable expense.  IIEC’s position that 
ratepayers should not fund charitable contributions is thus untenable, as the legislature 
has clearly authorized recovery of reasonable charitable contributions as an operating 
expense.   

Weighing on such a determination is the fact that charitable contributions are 
discretionary expenses, which can be reduced without affecting the utility’s ability to 
provide safe, reliable, and adequate service.  Just as the elimination of AIC’s charitable 
contributions does not negatively affect service, ratepayer funding of the utility’s 
charitable contributions does not provide enhanced utility service or other benefits to 
ratepayers. 

 Based on the record, Under the current economic climate, the Commission is 
concerned that AIC has not justified its more than $2,000,000 in anticipated charitable 
contributions in 2012.  Each donation is described under the heading of "Investment 
Categories" on Ameren Ex. 28.1.  From the list, it is not readily apparent what each 
organization does and/or how a donation fits under Section 9-227 as being for the public 
welfare or for charitable scientific, religious or educational purposes.  As suggested by 
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IIEC, it is therefore not clear if each donation is reasonable.  For example, the 
reasonableness of a $35,000 donation to a minor league hockey team, under the 
Investment Category of "civic and cultural organizations" is not easily discernible.  The 
Commission is not saying that this or any other donation is not reasonable; rather, the 
Commission simply can not determine the reasonableness with sufficient certainty from 
what AIC provided. 

 To be perfectly clear, the Commission by no means intends to suggest that AIC 
can not or should not make any of the donations that it proposes.  AIC and Ameren are 
free to make any such donations.  But because of the overall economic climate and 
insufficiency of this record, the Commission can not conclude that ratepayers should be 
required donate more than $2,000,000 to causes of AIC's choosing.  The Commission 
further recognizes that the individual impact on ratepayers is small.  , but as the 
Commission has held before, it is not the reasonableness of individual elements of bills 
that concern ratepayers, it is the total amount.  The Commission believes that just as 
every dollar will make a difference to AIC, every dollar will make a difference to its 
customers as well.  The Commission also acknowledges that it has not typically 
disallowed charitable contributions.  But because the Commission’s determinations of 
reasonableness in prior cases are, as a matter of law, not binding in this case and 
because the record supports a different outcome, the Commission believes, under the 
circumstances, this result is appropriate.  Furthermore, if shareholders, who unlike 
ratepayers have a choice in the matter, are the source of the donations, then the 
donations would truly be charitable in nature rather than coerced from customers.  
Accordingly, IIEC's position is adopted on this issue.   

 As a result, the Commission will not adopt Staff's or IIEC’s adjustment. AIC's test 
year level of charitable contributions is proportional to the level of charitable 
contributions recently approved for ComEd. In addition, the effect on customers is not 
significant. AIC points out, and Staff acknowledged, that the effect of the Company’s 
proposed contributions on a residential customer’s bill is less than 5 cents per month. 
The Commission finds that the test year level of charitable contributions expense is 
reasonable and thereby approves its recovery in rates. 

 The table below shows the calculation of the adjustments to charitable 
contributions that reflect the conclusions in this order. 

 

Charitable Contribution Adjustments 

(In Thousands) 

Description 

AmerenCIPS 

Rate Z 1 
AmerenCILCO 

Rate Z 2 

AmerenIP 

Rate Z 3 
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Charitable Contributions per AIC               587               442  
 

975 

Electric Allocator 61.32% 61.32% 61.32%

Jurisdictional Allocator (Electric Only) 93.50% 93.50% 93.50%

Charitable Contributions - Electric             337             254              559 

   (Line 1 x Line 2 x Line 3) 

Gas Allocator 38.68% 38.68% 38.68%

Charitable Contributions - Gas             227             171              377 

   (Line 1 x Line 5) 
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Exception 5: ALJPO SECTION V.B.7 “Electrical Distribution 
O&M Expense,” pages 58-60, should be modified as follows, 
as discussed in Section E of the accompanying Brief on 
Exceptions  

 

e. Commission Conclusion 
 

 The record on this issue raises significant concerns for the Commission.  In 
2009, AIC spent $190,272,000 on electric distribution O&M.  In 2010, AIC spent 
$180,177,000 on electric distribution O&M.  AIC expects to spend $179,896,000 on 
electric distribution O&M in 2011.  In 2012, AIC anticipates spending $230,542,000 on 
electric distribution O&M.  This test year amount reflects an increase of $40,000,000 
over 2009, the highest of the three earlier years.  AIC freely admits that after entry of the 
May 6, 2010 Corrected Order in its last rate case, it "significantly reduced its 2010 
operating and capital budgets" in the absence of what it perceived to be adequate 
revenues. (Ameren Ex. 1.0 at 15)  At the same time, however, AIC also professes that 
"[c]ontinued cutting or deferral of investment, reinvestment, operating and maintenance 
activities … is not a viable long-term solution for customers--it is not sustainable and it is 
not in our customers' best interest." (Id. at 4)  The Commission observes that while 
"suffering" from allegedly insufficient revenue, AIC has in each of the three years 
provided significant cash to its parent company through dividends. 

 As a regulated public utility, AIC is obligated to use its revenues to pay its 
operating expenses, make necessary investment, pay interest on fixed income 
securities, and pay its taxes.  If there are any residual earnings, this amount may then 
be passed along the shareholders or accrue as retained earnings.  AIC, however, 
appears to employ a different approach by placing shareholders before O&M expenses.  
In other words, it appears AIC cuts O&M expenses, which by its own admission, is not a 
sustainable practice, while continuing to distribute dividends to shareholders.   

 Unless a reviewing court determines otherwise, Commission approved rates are 
by law just and reasonable rates.  AIC apparently believes that it can decide for itself 
that Commission approved rates are unjust and unreasonable and choose to reduce 
expenditures on, for example, capital projects designed to enhance the reliability of its 
delivery system. (Ameren Ex. 1.0 at 15)  The Commission is concerned that in response 
to its "significantly reduced" budgets, AIC has foregone reasonable expenditures on 
O&M and instead delayed expenditures by including large increases in its O&M budget 
for the future test year.  Such a practice is unfair to customers and could lead to 
inappropriate enrichment of shareholders.  
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 Staff concerns about AIC's budget decisions are legitimate and should be 
addressed in this Order, despite AIC's arguments to the contrary.  As the Commission 
understands Staff's recommendation, AIC should spend each year whatever is 
appropriate, prudent, and reasonably necessary to ensure that its core mission as a 
regulated electric distribution company is met: the provision of safe and reliable electric 
service.  The objective is not to ensure that a certain amount of money is spent each 
year.  The objective is to ensure that the electric distribution system is reasonably and 
prudently maintained so that customers receive safe and reliable service. 

 GCI urges the Commission to disallow approximately $25 million from AIC's test 
year O&M expense.  The Commission has considered the specific adjustments that GCI 
proposes but is not satisfied that GCI's adjustments address the Commission's primary 
concern with AIC's test year O&M expenses.  Even with the implementation of GCI's 
proposal (which would result in test year O&M expense of $204,796,000), AIC's test 
year O&M expense still exceeds the highest of the three prior years (2009) by nearly 
$15 million and lowest of the three prior years (2010) by nearly $25 million.  AIC's 
decision to reduce spending to unsustainable levels should not be taken lightly. 

 In light of the foregoing, the Commission will utilize the average of AIC's O&M 
expenses for 2009, 2010, and 2011 to determine an appropriate test year amount of 
O&M expenses.  Using the average of the three years results in a test year O&M 
expense level of $183,448,333, which can be rounded to $183,448,000.  Rather than 
reward AIC for treating electric O&M expenditures as a discretionary expense through 
inflated test year O&M levels, in future rate cases the Commission will reward AIC for 
demonstrating a commitment to making necessary expenditures to allow the provision 
of safe, reliable service between rate cases. 

 The table below shows the calculation of the adjustments to electric distribution 
O&M, by rate zone, that reflect the conclusions on this issue contained in this order. 

Adjustments to Electric Distribution O&M Expenses 

(In Thousands) 

2009-2010 
Avg. 2009 2010 2011 

Rate Z1 (AmerenCIPS) 
 

70,376 
 

75,963 
  

63,059  
 

72,105 

Rate Z2 (AmerenCILCO) 
 

27,775 
 

27,025 
  

30,745  
 

25,554 
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Rate Z3 (AmerenIP) 
 

85,298 
 

87,284 
  

86,373  
 

82,237 

Total 
 

183,448 
 

190,272 
  

180,177  
 

179,896 

 

 The Commission must address two issues. The first is whether AG/CUB has 
presented sufficient evidence to support its proposed adjustment to reduce test year 
electric distribution O&M expense by approximately $25 million. The second is whether 
the record supports Staff's recommendation that we order Ameren Illinois to "maintain 
consistent O&M spending levels." The Commission finds no record support for either 
proposal.  

 We first address AG/CUB's proposed adjustment. Mr. Effron claims that "there is 
little evidence that the level of distribution O&M expense is increasing to the level 
forecasted by the Company for 2012. The Company has not presented any plausible 
reason why the actual 2010 O&M expenses would be depressed below what was 
necessary or, if increased expenditures are really necessary, why the increases are not 
taking place in 2011." Mr. Effron finds it "highly unlikely that the increased level of 
spending forecasted by the Company is going to materialize instantaneously on January 
1, 2012."   
 
 Commission decisions must be based on evidence. Speculation and lay opinion 
are not evidence. AG/CUB has not proffered Mr. Effron as an expert in the field of utility 
operations or maintenance, nor do his credentials reveal expertise in this or any related 
area. Mr. Effron acknowledges that most of the incremental increase in test year O&M is 
attributable to the four activities identified by Mr. Pate, and he does not dispute the 
Company's evidence that this work needs to be performed. He has no opinion 
concerning the number of FTEs necessary to perform substation maintenance during 
2012. Nor does he have an opinion concerning the prudence of implementing the 
Liberty Audit recommendations, or how many FTEs are necessary to perform this work. 
 
  AIC, on the other hand, has presented evidence explaining why costs are 
increasing and what is driving the increase. Mr. Nelson explained that the Company 
initially reduced its 2010 capital budget in June 2009, and further reduced its operating 
and capital budgets following the Commission's Final Order in AIC's last rate case. AIC 
explains that many of these spending cuts were carried forward into the 2011 operating 
budget. The Company and Staff are in agreement that reliability could be detrimentally 
affected if O&M spending is not restored. The Company has provided substantial, 
credible evidence supporting test year O&M activities and the cost thereof, none of 
which has been rebutted.  
 
 Utility rates are not "just and reasonable" if they are insufficient to allow a utility to 
recover its prudent and reasonable costs.  Citizens Utility Bd. v. Illinois Commerce 
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Comm'n, 166 Ill.2d 111 (1995). Where the Commission orders a utility to incur costs, it 
must allow full recovery in rates. Id. at 122, 126. Given the lack of authority to disallow 
full recovery of prudent and reasonable costs, we must reject AG/CUB's proposed 
adjustment. Speculation about what AIC could or should have spent in years prior to the 
test year is irrelevant to a determination of reasonable and prudent test year expenses. 
 
 We now turn to Staff's recommended Final Order language. Staff argues that 
Ameren’s decision to decrease distribution O&M spending after receiving the order in its 
last rate case was “dangerous” and “may cause more outages and more expensive 
mitigation efforts in the future.” (Staff Init. Br. p.44.) For this reason, “Staff recommends 
that the Commission include language ordering Ameren to maintain consistent O&M 
spending levels in its final order in this docket.” (Id. at 45.) AG/CUB joins in this 
recommendation in its reply brief. 

 This Final Order does not include Staff's recommendation, for there are three 
reasons why it is unnecessary. First, Staff acknowledges, and the Commission agrees, 
that there is no necessary correlation between spending and reliability. In any case, the 
Commission monitors spending and reliability in the Part 411 reports filed annually by all 
Illinois electric utilities. 

 Second, including Staff's recommended language would only sow seeds of 
confusion, as Staff concedes that its definition of "maintain consistent spending" means 
something different than a plain understanding of these words. According to Staff, 
“’maintain consistent O&M spending’ does not necessarily mean that Ameren should 
spend the same amount of money from year to year. Rather, that phrase suggests that 
Ameren should continue spending towards programs that it implements to maintain or 
improve the reliability of its system regardless of the outcome of this or any other rate 
case proceedings.”  

 Third, given Staff's clarification of what it means by "maintain consistent spending," there 
is no substantial disagreement between the Company and Staff concerning adequate spending 
levels. Both agree that "the Company should spend whatever is necessary to maintain safe and 
reliable service, regardless of what it spent the year before or what it intends to spend the next 
year[.]" We thus presume the parties to know that Ameren Illinois has a statutory duty to provide 
safe and reliable service. 220 ILCS 5/8-401. To reiterate as much in this Final Order would be 
superfluous and unnecessary. 
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Exception 6: ALJPO SECTION V.B.8 “Rate Case Expense,” 
pages 60-63, should be modified as follows, as discussed in 
Section F of the accompanying Brief on Exceptions  

 

DELETE SECTION V.B.8:  

Rate Case Expense 
 The expenses that a utility incurs in preparation and litigation of a rate case are 
addressed in Section 9-229 of the Act and Section 285.3085 Schedule C-10 of Part 
285.  Section 9-229 provides in full: 

Consideration of attorney and expert compensation as an expense.  The 
Commission shall specifically assess the justness and reasonableness of 
any amount expended by a public utility to compensate attorneys or 
technical experts to prepare and litigate a general rate case filing.  This 
issue shall be expressly addressed in the Commission's final order. 

Section 9-229 became effective on July 10, 2009.  Section 285.3085 provides in full: 

a)  Provide detail of the total projected expenses associated with the 
instant rate case as to those expenses that the utility is seeking to 
recover in its proposed rates. The detail shall include the expenses of 
the instant rate case and the amount included in test year jurisdictional 
operating expense at proposed rates on Schedule C-1 for the following 
categories: 

1) Outside consultants or witnesses; 

2)  Outside legal services; 

3)  Paid overtime; 

4)  Other expenses; and 

5)  Total expense. 

b)  The information provided for each outside consultant or witness and 
each outside legal service shall include: 

1)  Name; 

2)  Estimated fee; 

3)  Basis of charge; 



APPENDIX A 

‐16‐ 
 

4)  Travel expenses; 

5) Other expenses; 

6) Projected total expenses of instant rate case; 

7) Type of service rendered; 

8) Specific service rendered; and 

9) Amount included in test year jurisdictional operating expense at 
proposed rates on Schedule C-1. 

c) Provide by footnote: 

1) A description of the costs associated with the category, other 
expenses; and 

2) An explanation of the calculation of the costs associated with the 
category, paid overtime. 

d)  If amortization of previous rate case expenses are included within test 
year jurisdictional operating expense at proposed rates on Schedule C-
1, provide the amount of amortization expense associated with each 
rate case by docket number. 

 AIC requests recovery in rates of $6,683,517 for outside legal and technical 
experts.  AIC proposes to amortize this amount over two years.  AIC presented 
information in support of this requested level of rate case expense in Ameren Ex. 40.13.  
In response to an Administrative Law Judges data request, AIC reports that it paid 
$546,463.31 to attorney and technical experts that it employs for work they performed to 
prepare and litigate this rate proceeding.  Ameren Ex. 54.0 consists of AIC's response 
to the Administrative Law Judges' data request. 

 AIC and Staff both recommend that the Commission expressly find that the 
amounts that AIC proposed, as adjusted by Staff, to be expended to compensate 
attorneys and technical experts to prepare and litigate this proceeding are just and 
reasonable pursuant to Section 9-229 of the Act.  Staff recommends that the 
Commission make the following finding in its order: 

The Commission finds that the amounts of compensation for attorneys 
and technical experts to prepare and litigate this proceeding, as adjusted 
by Staff, are just and reasonable pursuant to Section 9-229 of the Public 
Utilities Act (220 ILCS 5/9-229). 
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 In light of its recent discussion of rate case expense in Docket No. 10-0467 and 
recent initiation of Docket No. 11-0711 to examine what is appropriate to consider as 
rate case expense, the Commission has taken a closer at rate case expense in this 
proceeding to determine if any guidance can be provided in the rulemaking docket.  In 
doing so, several concerns come to mind.  First, Section 9-229 addresses the justness 
and reasonableness of any amount expended to compensate attorneys or technical 
experts to prepare and litigate a general rate case filing.  Yet, not until the 
Administrative Law Judges inquired, did it become clear that no party gave any 
consideration to what AIC spent on the attorneys and technical experts that it employs 
versus outside legal and technical experts.  Moreover, from Ameren Ex. 54.0, it is 
apparent that AIC does not believe that any consideration need be given to the 
compensation of its employs who worked on the rate proceeding if that compensation is 
not included as a test year expense.  Section 9-229, however, makes no distinction 
between compensation for AIC or AMS employees and for those not directly employed 
by AIC or AMS. 

 The information provided in response to the Administrative Law Judges' ruling is 
quite limited.  The ruling directed AIC to identify by name each technical expert it or an 
affiliate employs.  For each employee, AIC was to state that employee's total annual 
compensation and the percentage of their work hours performing work related to the 
preparation and litigation of the pending rate cases.  The ruling also directed AIC to 
identify the issues addressed by each technical expert.  The ruling required AIC to 
provide analogous information for "in-house" attorneys.  This information was requested 
in order help determine whether the compensation paid was reasonable in light of the 
time spent on the identified issues.  In response to the ruling, AIC provided a two-
column chart listing the attorneys and technical experts in the left column and the 
estimated compensation paid to each in the right column.  AICs' response contained no 
indication of the amount of time spent on any particular issue.  The limited information 
provided is of little use because it does not help the Commission evaluate the justness 
and reasonableness of the compensation paid to each individual. 

 With regard to the rate case expense included in the test year, the Commission 
has similar concerns.  Ameren Ex. 40.13 purports to justify AIC's test year rate case 
expense based on the most up to date information prior to the evidentiary hearing.  But 
despite the multiple pages offered, whether or not the compensation paid is just and 
reasonable is not easily discernible.  For example, on line 21 of page 32 of Ameren Ex. 
40.13, two witnesses that provided relatively brief testimony are identified as having 
been paid over $50,000 for their services.  No indication is given as to what each was 
paid for their limited contribution.  Additionally, at line 17, a consulting firm described as 
having provided "strategy development, prep., filing, litigation support" is apparently 
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receiving over $250,000 with no further explanation.  How the Commission is to 
conclude that such expenses are just and reasonable based on this record is unknown.   

 For recovery of such rate case expenses to be considered appropriate, more 
detail is necessary to justify recovery from ratepayers.  This conclusion applies to both 
direct AIC and affiliate employees as well as outside counsel and consultants.  There 
must be some showing that individuals are positively contributing to the process before 
ratepayers will be expected to pay for the cost of these individuals' participation in the 
rate proceeding. 

 While the Commission fully understands that there are costs associated with 
preparing and litigating a rate case, AIC has provided so little information that the 
Commission could justify finding that, pursuant to Section 9-229 of the Act, none of the 
costs associated with AIC's technical experts or attorneys are just and reasonable.  The 
Commission is convinced the record would support such a finding.  Nevertheless, the 
Commission believes that in the interest of fairness, it is reasonable for ratepayers and 
shareholders to share equally the costs associated with preparing and litigating this rate 
proceeding.  The Commission notes that there is an exception to this general 
conclusion.  As discussed more fully later in this Order, the Commission believes that 
the costs associated with preparing and litigating AIC's cost of service presentations 
should not be borne by ratepayers. 

 The Commission understands AIC to argue that the costs of its internal technical 
experts and attorneys should not be considered because they are not included in the 
test year rate case expense.  This is an interesting argument, but one the Commission 
can not endorse.  Adopting such a view would allow all utilities to effectively circumvent 
the requirements of Section 9-229 by selecting a future test year.  The Commission 
does not believe that is what the General Assembly intended.   

 For purposes of complying with Section 9-229 of the Act and computing AIC's 
operating expenses, the Commission finds one-half of the cost associated with AIC's 
outside legal and technical experts to be just and reasonable.  Similarly, the 
Commission finds that one half of the cost of AIC and AIC affiliates' technical experts 
and attorneys to be just and reasonable.  The Commission finds that the remaining one-
half of these costs should be removed from the revenue requirement for ratemaking 
purposes.  The Commission also adopts AIC's proposal to amortize rate case expense 
over two years to be reasonable and that proposal is adopted.   

 Independent from this conclusion is another adjustment concerning rate case 
compensation.  For the reasons discussed below pertaining to the preparation of the 
electric and gas COSS, $67,200 shall be deducted from AIC's operating expense.  This 
amount shall be deducted before splitting the remaining expenses of this rate case 
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between ratepayers and shareholders.  Appendix G attached hereto reflects the 
treatment of expenses associated with engaging in this rate proceeding. 

ADD NEW SECTION V.A.12: 

 12. Rate Case Expense 

 AIC requested recovery of rate case expense of $6,683,517, amortized 
over two years. On direct, Staff proposed an adjustment to adjust rate case expense to 
benchmark the current rate case expense to that approved in the prior rate case Docket 
Nos. 09-0306 - 09-0311 (cons.). Staff witness Tolsdorf proposed starting with the 
approved expenses in 09-0306 (cons.) and adjusted for inflation through the proposed 
test year. AIC states in rebuttal they opposed this adjustment, in part because it did not 
consider both AIC’s evidence supporting the requested amount of rate case expense in 
the current case nor the actual expense incurred in the last case. On rebuttal, Staff 
revised its approach and proposed only an adjustment which removed from the revenue 
requirement certain merger costs that were included with rate case expense. Staff 
otherwise accepted AIC’s rate case expense estimate as reasonable. During discovery, 
rebuttal and surrebuttal testimony, AIC presented extensive information in support of its 
requested level of rate case expense, including information regarding amounts 
expended to compensate attorneys and technical experts. 

 
  Having reviewed the evidence of record, the Commission finds that the 

amounts spent to compensate attorneys and technical experts to prepare and litigate 
this proceeding are just and reasonable pursuant to Section 9-229 of the Public Utilities 
Act.  The Commissions finds the amount of and amortization period for rate case 
expense, as shown on Ameren Exhibit 40.8, is reasonable and is hereby approved. 
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Exception 7: ALJPO SECTION VI.F.3 “Cost of Long-Term 
Debt,” pages 91-94, should be modified as follows, as 
discussed in Section G of the accompanying Brief on 
Exceptions  

 

3. Commission Conclusion  
 

 *** 

 Staff urges the Commission to make the same adjustment in this proceeding.  
AIC, on the hand, urges the Commission to revisit that decision and reach a different 
conclusion.  AIC witness Martin argues that in May 2010, Fitch downgraded 
AmerenCILO's credit rating due, in part, to its divestiture of AERG.  AIC believes that 
this effectively refutes the basis for the finding that AmerenCILCO's affiliation with 
CILCORP and AERG resulted in a higher cost associated with the December 2008 
bond issue.  According to Staff witness Phipps, however, AmerenCILCO was squeezed 
between AERG's higher operating risk and additional financial risk from CILCORP.   

 It appears to the Commission that AIC's argument depends largely on the May 
20, 2010 decision by Fitch to downgrade AmerenCILCO's credit rating, Ameren Ex. 
24.6.  The Commission has reviewed this exhibit along with the related testimony and 
arguments.  The Commission finds contradictory statements in Ameren Ex. 24.6.  Fitch 
cites the loss of electric gross margin on merchant energy sales, suggesting an adverse 
impact on AmerenCILCO's credit rating.  On the other hand, Fitch explicitly states that 
the transfer of AERG will reduce the business risk of AmerenCILCO.  The Commission 
believes that many factors identified in Ameren Ex. 24.6 combined to result in Fitch's 
downgrading of AmerenCILCO's credit rating.  The Commission finds AIC's suggestion 
that the divestiture of AERG contributed to the downgrade to be overly simplistic.   From 
the record it is clear to the Commission that AERG increased the business risk of 
AmerenCILCO and CILCORP increased the financial risk of AmerenCILCO.  The 
Commission concludes that Ms. Phipps proposed cost rate for the December 2008 
AmerenCILCO bond issuance, 6.76%, is appropriate and should be adopted.  This 
conclusion is consistent with the Commission's determination in the last AIC rate case 
and is consistent with the requirements of Section 9-230 of the Act.   

 The Commission agrees with AIC that the premise underlying the adjustment that 
the Commission approved in the last case has been shown to be false.  According to 
the Fitch report, AmerenCILCO’s association with AERG may introduced some 
additional risk, but also provided benefits in the form of margins on wholesale energy 
sales.  Staff’s adjustment does not take these benefits into account.  Further, the 
Commission agrees with AIC that the Staff adjustment is significantly overstated, even if 
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AERG adversely affect AmerenCILCO’s cost of capital.  As AIC points out, the 220 
basis adjustment effectively assumes that, without AERG, AmerenCILCO would have 
carried a credit rating equal to the highest rated utility assessed by Moody’s.  
Accordingly, Staff’s adjustment is rejected.   
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Exception 8: ALJPO SECTION VI.G.7. “Cost of Common 
Equity,” Subsection a, “DCF,” pages 139-141, should be 
modified as follows, as discussed in Section H of the 
accompanying Brief on Exceptions  

 

7.a. Commission Conclusion: DCF 
 

  *** 

 It appears to the Commission that Mr. Gorman may have decided to rely, in part, 
on a constant-sustainable growth DCF analysis because of concerns about the 
sustainability of the analysts' growth rates in his constant growth DCF analysis.  To the 
extent this is true, it supports the Commission's view that relying on Mr. Gorman's 
constant growth DCF analysis is questionable.  Mr. Gorman developed the sustainable 
growth rate inputs based upon internal growth plus external growth factors that Mr. 
Gorman says can be sustained indefinitely by companies. (IIEC Ex. 3.0 at 26) 

 As an initial matter, the Commission notes that it generally has not relied upon a 
constant-sustainable growth DCF model for establishing the cost of common equity in 
rate cases.  In fact, the Commission declined to rely on AIC witness McShane's and Mr. 
Gorman's sustainable growth DCF model in AIC's last rate case, Docket Nos. 09-0306 
et al. (Cons.). (See April 29, 2010 Order at 216)  In previous cases, the Commission 
has expressed concern that sustainable growth estimates are problematic in that they 
rely upon a proxy for ROE as an input when estimating the investor required return.  
The Commission is concerned that such internal growth rates are not reliable enough 
for use in directly estimating a utility's cost of common equity.  Mr. Gorman has not 
provided any analysis or arguments that convince the Commission it should change its 
view on the reliability of internal growth rates.  In fact, Mr. Gorman expressed "strong 
concerns" about the constant-sustainable growth DCF for the Gas Proxy Group. (See 
IIEC Ex. 3.0 at 28-29)  The Commission concludes that there is not a sufficient basis for 
relying on the constant-sustainable growth DCF in establishing the cost of common 
equity for AIC in this proceeding.  Accordingly, the Commission concludes that it is 
appropriate to rely upon the multi-stage DCF model in determining AIC's cost of 
common equity.   

 One of the most important inputs into the multi-stage DCF model, and most 
contested in this proceeding, is the steady-state growth rate.  AIC witness Hevert 
calculated a steady-state growth rate of 5.66%.   and, rRelying heavily on the 
Commission's decision in Docket No. 10-0467, AIC suggests that the a steady-state 
growth rate be based on the United States long-term historical growth rate.  of 6.00% is 
appropriate in the current proceeding.  To develop his steady-state growth rate, Mr. 
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Hevert summed his estimate of long-term inflation, 2.31% and his estimate of long-term 
nominal GDP growth, 3.3%.  Mr. Hevert's long-term inflation estimate is based on 
projections of growth in CPI while his estimate of long-term nominal GDP is based on 
long-term historical growth in GDP (e.g., 1929 through 2009). 

 *** 

 GCI witness Thomas says that in AIC's last rate case, the Commission relied 
upon the implied 20 year forward U.S. Treasury rate in 10 years and Blue Chip 
economic forecasts of nominal GDP growth.  Mr. Thomas' estimates the steady-state 
growth rate to be 4.825%.  His estimate is based upon the implied 20 year forward U.S. 
Treasury rate in 10 years.  He declined to rely upon the Blue Chip forecasts because he 
believes they are too volatile. 

 It is obvious to the Commission that the estimates of the steady-state growth rate 
provided by Ms. Freetly, Mr. Gorman, and Mr. Thomas are relatively consistent, 
particularly when compared to Mr. Hevert's estimate.  The three similar estimates share 
the characteristic that each relies on forward looking data while Mr. Hevert's estimate 
relies, in part, on long-term historical growth in GDP.  The record demonstrates that the 
primary criticism of Mr. Hevert's steady-state growth rate is his reliance on historical 
growth in GDP.  In Docket Nos. 09-0306 et al. (Cons.), the Commission found Ms. 
McShane's over-reliance on historical data in the development of the steady-state 
growth rate to be problematic. (See April 29, 2010 Order at 215-216)  It appears to the 
Commission that Mr. Hevert's steady-state growth rate was developed in a manner 
similar to Ms. McShane's.  One reason the Commission finds reliance on historical data 
problematic is that when averaging historical data, the period over which the data is 
averaged can have a significant impact on the results.  Here, for example, no rational 
explanation is provided for the historical period selected by Mr. Hevert, 1929 through 
2009, for estimating future long-term nominal GDP growth.As the Commission indicated 
in Docket No. 10-0467, in the absence of some rational explanation to the contrary, 
there is no reason to believe that the long-term growth rate in the period beginning 20 
years in the future would be materially lower than the long-term growth rate experienced 
by the United States in the past.  Accordingly, the Commission will use Mr. Hevert’s 
third stage growth rate.   

 Also at issue in the DCF analyses is whether the Commission should rely upon 
spot stock prices or averages of historical stock prices.  Mr. Hevert relied upon 30-day, 
60-day, and 90-day average stock prices in his analyses.  Mr. Thomas used the same 
stock prices as Mr. Hevert.  Mr. Gorman relied upon the average weekly high and low 
stock prices over a 13-week period ended May 20, 2011.  Ms. Freetly relied upon 
closing stock prices on June 3, 2011.   
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 Generally speaking, over the last few decades the Commission has tended to 
rely upon spot stock prices.  The Commission has typically expressed concern about 
the economic value of historical stock prices in establishing a forward looking cost of 
common equity, as well as concerns about how to determine the appropriate period 
over which to average stock prices.  In some recent cases, however, the Commission 
has also expressed concerns over spot stock prices, particularly in light of the volatility 
in the stock market. In this case, no justification was offered for use of a single day’s 
prices.  As AIC demonstrated, the results could vary widely based on what day was 
chosen.  Staff offered no justification for use of spot prices.  The Commission believes 
that it is more appropriate to use Mr. Hevert’s average prices. it appears that AIC has 
conceded that the issue of average versus spot stock prices is not a significant issue.  
Additionally, Ms. Freetly presented an analysis that is intended to demonstrate that her 
results do not depend heavily upon the particular day selected for the spot prices. 

 Having reviewed the evidence, the Commission finds that the analysis presented 
by Ms. Freetly mitigates some of the concerns the Commission has recently expressed 
regarding the use of spot prices.  The Commission also concludes, however, that as 
AIC suggests, the timing of stock prices is not significant in this case.   

For purposes of estimating AIC's cost of common equity in this proceeding, the 
Commission concludes that it is appropriate to use AIC’s the multi-stage DCF results.  
of Staff, IIEC, and the GCI as shown in the table below: 
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Exception 9: ALJPO SECTION VI.G.7 “Cost of Common 
Equity,” Subsection 7.f and 7.h, “Commission Conclusion—
Approved ROE and Authorized Rates of Return on Rate Base,” 
pages 143-144, should be modified as follows, as discussed in 
Section I of the accompanying Brief on Exceptions  

 

f. Approved ROE 

  In estimating the ROE that should be authorized in this proceeding, the Commission will 
incorporate the conclusions previously made.  Specifically, the Commission will give equal 
weight to the multi-stage DCF analyses of Staff, IIEC, and the AG/CUB.  Additionally, the 
Commission will consider the CAPM analysis of Staff.  Finally, the Commission will make a 
downward adjustment to the cost of common equity to reflect the reduced risk resulting from the 
existence of the uncollectibles riders.  The Commission concludes that AIC's electric operations 
should be authorized a ROE of 9.80% and that its gas operations should be authorized a ROE 
of 9.01%.  The table below illustrates how the ROE were derived. 

 

DCF Results 

Electric Gas 

StaffAIC 9.5510.75% 8.6310.5% 

IIEC 9.73% 9.60% 

AG/CUB 9.56% 8.90% 

Average 9.61% 9.04% 

CAPM  10.32% 9.31% 

Estimated ROE 9.97% 9.18% 

   

Risk Adjustment 0.16% 0.16% 

Approved ROE 9.8010.55% 9.019.91% 
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h. Authorized Rates of Return on Rate Base 

  Having reached conclusions regarding all contested aspects of ROR, the Commission 
finds that AIC's electric operations should be authorized a return on rate base of 8.727% and 
that its gas operations should be authorized a return on rate base of 8.306%.  The table below 
illustrates how the returns on rate base were derived. 
 

Authorized Rates of Return on Rate Base 

AIC Electric Delivery Services 

Capital Component Balance ($) Proportion Cost (%) 
Weighted 
Cost (%) 

Short-term Debt                6,473,198  0.183% 2.24 0.004

Long-term Debt        1,591,564,788  44.878% 7.44 3.339

Preferred Stock              59,158,692  1.668% 4.98 0.083

Common Equity        1,889,251,000  53.272%
9.8010.5

5 5.221620

Bank Facility Fees     0.080

Total        3,546,447,678  100.000%
8.7279.17

7

AIC Gas Delivery Services 

Capital Component Balance ($) Proportion Cost (%) 
Weighted 
Cost (%) 

Short-term Debt                6,473,198  0.183% 2.24 0.004

Long-term Debt        1,591,564,788  44.878% 7.44 3.339

Preferred Stock              59,158,692  1.668% 4.98 0.083

Common Equity        1,889,251,000  53.272% 9.0191 
4.8005.27

9

Bank Facility Fees     0.080

Total         3,546,447,678   100.000% 8.306785
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Exception 10: ALJPO SECTION VII.B.1 “Use of Embedded 
Class Cost of Service Studies,” pages 154-156, should be 
modified as follows, as discussed in Section J of the 
accompanying Brief on Exceptions  

 

f. Commission Conclusion  
 

*** 

But the Commission's frustration with this issue does not end here.  When the 
legacy utilities initiated Docket No. 10-0517, it is not plausible that they truly felt they 
had no obligation to obtain the Commission's permission to submit a single gas COSS 
and a single electric COSS, as AIC suggests.  Otherwise there would not have been 
any reason to include such a request in its petition.  But rather than responsibly wait a 
few weeks for the conclusion of Docket No. 10-0517, AIC apparently ceased recording 
costs by Rate Zone and chose to file its new tariffs assuming it would receive the relief it 
requested.  To be clear, a utility may file a rate case at the time of its choosing.  But at 
the same time, AIC's choice of action leads one to question AIC's judgment and 
perhaps its motives.  By taking the action it did, AIC effectively obtained in this regard 
what the Commission found it should not have. 

In this rate proceeding, despite the circumstances surrounding the development 
of AIC's final COSS, the Commission has concluded that the least objectionable 
alternative on this issue is AIC's position.  In developing the gas and electric COSS, the 
record suggests that AIC witnesses Althoff and Schonhoff spent considerable time, with 
the help of Management Applications Consulting ("MAC").  They and others within AIC's 
employ (directly and indirectly) will likely spend considerable time in future rate 
proceedings on the issue of COSS.  Until delivery service rates among the Rate Zones 
are the same or sufficiently close to consolidate, in each of those proceedings AIC will 
use allocators rather than actual costs to determine the COSS for each Rate Zone, 
effectively circumventing the relevant conclusion in Docket No. 10-0517.  AIC's choices 
must not be without consequences and as the Commission observed in its conclusion 
on the COSS in Docket No. 10-0517, if AIC already implemented its proposals, it did so 
at its own risk and expense. (Order at 22)  Collectively, the record reflects that AIC 
spent at least approximately $67,200 compensating Ms. Althoff, Mr. Schonhoff, and 
MAC. (See Ameren Exs. 38.0 and 54.0)1  While the AIC witnesses spent time on other 
issues, the minimal information provided on Ameren Ex. 54.0 makes it impossible to 
allocate their compensation among the areas of their testimony.  The Commission finds 
                                                            

1 The Commission recognizes that AIC considers the individual dollar amounts paid to each witness and 
MAC confidential and proprietary.  The Commission, however, finds that public use of the combined total is not 
unreasonable.  



APPENDIX A 

‐28‐ 
 

that it is appropriate to deduct from AIC's operating expenses the compensation paid to 
Ms. Althoff, Mr. Schonhoff, and MAC for AIC's failure to abide by the requirement to file 
separate gas and electric COSS in its initial rate filing as required, and which has lead 
to a situation where future COSS will be based on allocators in violation of the Order in 
Docket No. 10-0517.  Within the scope of this rate proceeding, this amount is 
insignificant but under the circumstances it is the best the record can support 
concerning the imposition of consequences.  The Commission recognizes that AIC has 
not sought to include in what is typically considered rate case expense under Section 
285.3085 of Part 285 the compensation paid to Ms. Althoff and Mr. Schonhoff.  But 
again, under the circumstances, the Commission finds that it is appropriate to make this 
adjustment to AIC's operating expenses.  Moreover, given the ongoing nature of AIC's 
decision to disregard the requirement to submit separate electric and gas COSS for 
each Rate Zone, until delivery service rates are consolidated across Rate Zones, an 
adjustment shall be considered in future AIC rate proceedings disallowing expenses 
associated with the preparation, modification, and/or defense of the gas and electric 
COSS. 
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Exception 11: ALJPO SECTION VII.B.4 “Single/Dual Phase v. 
Three-Phase,” pages 172-173, should be modified as follows, 
as discussed in Section K of the accompanying Brief on 
Exceptions  
 
d. Commission Conclusion  

 

Currently, AIC combines the costs of single-, dual-, and three-phase circuits and 
allocates the combined total cost of each voltage level to secondary, primary, and high 
voltage customers on the basis of each class' entire contribution to coincident peak 
demand at each voltage level.  IIEC proposes to shift all but 0.2% of the costs of single- 
and dual-phase circuits from DS-3 and DS-4 primary voltage customers and allocate 
them entirely to DS-1, DS-2, and DS-5 secondary voltage customers.  IIEC's proposal, 
however, leaves the costs of three-phase circuits allocated among all electric rate 
classes on the basis of coincident peak demand, including the costs of three phase 
circuits dedicated entirely to three phase customers and providing no benefit to 
secondary customers. 

 

***
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Exception 12: ALJPO SECTION VIII.B.1 “Allocation of Electric 
Revenue Requirement Across Rate Zones and Customer 
Classes,” pages 179-180, should be modified as follows, as 
discussed in Section L of the accompanying Brief on 
Exceptions  
 
g.  Commission Conclusion  

 

Many of the parties' arguments concerning Rate Zone and customer class 
revenue allocation touched upon rate impact mitigation as well.  The Commission will 
bear in mind those arguments when considering rate impact mitigation, below.  As an 
initial matter, the Commission finds that for revenue allocation requirement purposes the 
PURA tax should be removed from base rates.  However, as The PURA tax will be 
discussed again later in the context of rate impact mitigation, the PURA tax should be 
included when determining class revenue responsibility. 

Following the removal of the PURA tax, the remaining base revenues should be 
allocated among the Rate Zones based on AIC's electric COSS.  As determined above, 
use of AIC's electric COSS will move rates toward cost of service more than Staff's 
proposal.  Although not compliant with the Order in Docket No. 10-0517, tThe allocators 
employed in AIC's electric COSS represent the calculations closest to the actual cost of 
service for each Rate Zone.  Furthermore, the Commission wishes to avoid subsidies 
among the Rate Zones consistent with the findings in Docket No. 10-0517, and reliance 
on AIC's electric COSS is the least imperfect means of doing so.  Accordingly, the 
Commission finds that for purposes of this proceeding, revenue allocation targets 
should reflect the costs for each Rate Zone alone, and declines to adopt a method 
setting Rate Zone revenue levels halfway between an equal percentage across-the-
board change and a Rate Zone’s actual cost of service. 

Similarly, with regard to revenue allocations among the customer classes within any 
particular Rate Zone, the Commission is reluctant to rely on equal percentage, across-
the-board allocations.  Doing so is not consistent with the Commission's general policy 
of basing rates on cost.  To hasten the move toward cost based rates, the Commission 
again finds that AIC's electric COSS is the least objectionable alternative.  Moreover, 
reliance on AIC's electric COSS to determine revenue allocations among customer 
classes will in theory hasten the day of rate consolidation between Rate Zones.  The 
Commission places a new emphasis on rate consolidation now that well informed 
progress toward that goal is hampered by AIC's inability to abide by the findings in 
Docket No. 10-0517 given its unilateral decision to AIC has ceased recording costs by 
Rate Zone.  This is not to suggest, however, that the Commission places rate 
consolidation among the Rate Zones above all other considerations.  The degree to 
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which rates within a class within a Rate Zone will be limited will be discussed below in 
the context of rate impact mitigation. 
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Exception 13: ALJPO SECTION VIII.B.2 “Rate Impact 
Mitigation,” pages 185--186, should be modified as follows, as 
discussed in Section M of the accompanying Brief on 
Exceptions  

 

e.  Commission Conclusion 
 

*** 

Aside from the subclass issue, the Commission finds that the record supports 
remaining consistent with the rate impact mitigation plan in AIC's last rate proceeding.  
Specifically, the Commission finds that the revenue allocation approach should 
constrain movement to full class cost of service for any one customer class to 150% the 
overall average rate increase allocated to any Rate Zone, or 10%, whichever is greater.  
The conclusion is also consistent with the treatment of AIC's gas delivery service rates. 
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Exception 14: ALJPO SECTION IX.A.2b “Rebalancing DS-3 
+100 kV/High Voltage Delivery Charges,” pages 187-188, 
should be modified as follows, as discussed in Section N of 
the accompanying Brief on Exceptions  

 

 
 The parties disagree in general on the appropriate electric rate design for AIC’s 
customer classes, whether the Commission should apply an across-the-board increase 
to all charges in each zone or set target class revenue based on the results of the 
rebuttal Rate Zone COSS.  In particular, AIC notes that Staff’s proposed across-the-
board change would not permit the rebalancing of DS-3 Distribution Delivery Charges 
for +100 kV customers.  Although Staff continues to recommend its proposed rate 
design, Staff has accepted AIC’s proposal to realign distribution delivery charges for 
DS-3 +100kV customers in Rate Zones 1 and 3.  AIC still objects in general to Staff’s 
proposed across-the-board increase, but to the extent that the Commission adopts 
Staff’s proposed electric rate design, DS-3 Distribution Delivery Charges for +100 kV 
customers should be rebalanced.  In Rate Zone 1, the +100 kV Distribution Delivery 
Charge is proposed to be $0.20/kW.  In Rate Zone 3, the same charge is proposed to 
be $0.25/kW.  The parties indicate that the values would not change in AIC’s 
compliance filing, unless rate mitigation/moderation is applied at the voltage subclass 
level.  Because the Commission directed rate impact mitigation not be reflected at the 
subclass level has not adopted Staff's across-the-board approach, the agreed to 
rebalancing for Rate Zones 1 and 3 is hereby approved not necessary.  
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Exception 15: ALJPO SECTION IX.C.2. “DS-1 Customer 
Charge,” page 205, should be modified as follows, as 
discussed in Section O of the accompanying Brief on 
Exceptions  

 

c.  Commission Conclusion  
 

The Commission notes that in accordance with the Commission’s directive in its 
2007 rate case, AIC has been recovering 80% of the class revenue requirement for the 
GDS-1 and GDS-2 customer classes through the customer charge.  The Commission 
finds that AIC has proposed to continue setting its customer charges using the same 
approach, and that Staff has indicated it does not object to AIC’s proposal.  The 
Commission recognizes that GCI takes exception to AIC's proposed recovery of 80% of 
the class revenue requirement for GDS-1 and GDS-2, arguing that AIC is overstating 
what constitutes fixed costs.  GCI recommends that there be no increase in AIC's 
existing customer charge, asserting it already exceeds customer-related fixed costs.  

The Commission, however, is satisfied that AIC has properly characterized its 
fixed costs, and its proposal is in conformity with the Commission’s established policy to 
allow recovery of a greater portion of fixed costs through the costumer charge.  The 
Commission finds that AIC’s proposed method for determining the customer charge is 
just and reasonable in this case, as the Commission stated in AIC’s past two rate cases.   

AG/CUB claims that not only the proposed DS-1 Customer Charge, but also the 
existing DS-1 Customer Charge, do not reflect the cost of serving the residential class.  
These claim, however, ignore that AIC’s fixed charges of providing service to the DS-1 
class are greater than just the “customer-related” costs allocated to the DS-1 class. A 
utility’s fixed charges are designed to recover its fixed costs of serving that class, not 
just costs that happen to be allocated to that class on a per-customer basis. That certain 
costs are allocated to the residential class based on demand does not mean that they 
are costs that should be recovered through a variable charge. AIC’s proposed increases 
for Customer and Meter Charges are but yet another step toward properly aligning fixed 
charges with fixed costs.  The Commission approves AIC’s rate design for its DS-1 
class, including the proposed increases to its fixed charges. 
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Exception 16: ALJPO SECTION IX.C.3 “DS-3/DS-4 Seasonal 
Rates,” pages 209-210, should be modified as follows, as 
discussed in Section P of the accompanying Brief on 
Exceptions  

 

c. Commission Conclusion  
 

*** 

The Commission recognizes that AIC has attempted to comply with the 
Commission's directive in Docket Nos. 09-0306 et al. (Cons.), however, the Commission 
is of the opinion that a more thorough study must be performed before this issue can be 
put to rest.  The Commission recognizes that it does not have sufficient information in 
this docket to order seasonable delivery rates, and believes that no party is in fact 
asking the Commission to implement such rates.  The Commission believes, however, 
that this issue does warrant further investigation.  The Commission believes that the 
issues raised by GFA may have some merit, therefore, the Commission will direct AIC 
and GFA to cooperate with each other to study the seasonal cost of service for DS-3 
and DS-4 customers, as suggested by GFA.  As AIC contends that GFA has not 
identified a workable seasonal cost allocation method, the Commission directs GFA to 
work to identify such method, and for the parties to conduct workshops on this issue 
within the next nine months.  The Commission recognizes that to further study the cost 
of service for seasonal DS-3 and DS-4 customer may involve considerable time and 
resources.  Therefore, the Commission expressly allows AIC to recover in full any 
expenses associated with the study of seasonal rates, including any internal labor 
expenses and any expenses incurred for outside experts and consultants, as part of 
AIC’s rate case expense in its next filing for a general increase in electric delivery rates.   
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Exception 17: ALJPO SECTION IX.C.2 “GDS-5 Expansion of 
Class Availability,” pages 222-223, should be modified as 
follows, as discussed in Section Q of the accompanying Brief 
on Exceptions  

 

 d.  Commission Conclusion 

 *** 

 Staff suggests that should the Commission consider adopting GFA’s proposal in 
this proceeding, that the Commission initially limit the number of customers that can 
utilize the new tier to 12 in order to address the concerns outlined by Staff and AIC.  
Staff indicates these would be the 12 customers upon whom GFA based its initial 
revenue erosion analysis. Staff suggests this experimental expansion of the new tier 
would minimize revenue erosion, assess the true costs associated with metering and 
other equipment suited for GDS-3 customers taking service under the GDS-5 rate, and  
allow both parties to present their finding and analysis in AIC’s next rate case. 

The Commission believes that based on the evidence presented by in this 
proceeding; there is a possibility of benefit to AIC from adoption of the tariff suggested 
by GFA, including system costs savings and in system reliability.  The Commission also 
recognizes that there are certain risks inherent in its adoption, including revenue erosion 
to AIC and possible cross-class subsidization. 

 
The Commission will, therefore, approve the GDS-5 tariff expansion as proposed 

in GFA Ex. 1.01G on an experimental basis; however, the Commission will delay the 
implementation of the tariff to May 1, 2012.  The Commission also agrees with Staff's 
suggestion that the use of this new tariff will be limited to the 12 customers identified by 
GFA in its initial revenue erosion analysis.  Because the tariff expansion is on an 
experimental basis, in order to continue the effectiveness of the tariff expansion, 
evidence must be presented in the next case that demonstrates that the expanded tariff 
minimizes revenue erosion and assessed the true costs associated with metering and 
other equipment suited for GDS-3 customers taking service under the GDS-5 rate. 
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Exception 18: ALJPO SECTION IX.C.4 “Increase for Charges in 
General,” should be added as follows, as discussed in Section 
R of the accompanying Brief on Exceptions  

 

AIC Position 

AIC believes that the choices for electric rate design are stark. On the one side 
stands the Utility (AIC) and its Customers (IIEC, AG/CUB, Kroger, GFAI and the 
Commercial Group). They generally support an approach to electric rate design that 
seeks to (i) establish cost-based class rates and (ii) maintain existing uniform charges 
across rate zones. On the other side stands Staff who supports a rate design that seeks 
neither. Instead, Staff favors an across-the-board increase for all charges that, by Staff’s 
own admission, steers away from uniformity and cost-based rates.   

AIC points to Staff’s suggestion that such an approach must be adopted because 
AIC has failed to provide the Commission with a viable and timely cost foundation. AIC 
contends Staff is wrong. The rebuttal Rate Zone ECOSSs provide that foundation, 
asserts AIC. The Company argues that Staff’s own review of the cost models ensured 
that. AIC further notes that the Commission’s Order in Docket 10-0517 ensures that the 
Company will continue to provide that cost foundation in future rate filings.  AIC believes 
it has affirmed that again here. It is AIC’s position that Staff’s electric rate design 
proposal should be rejected. AIC asserts it is needed neither to establish rates in this 
proceeding nor to incentivize the Company to provide Rate Zone ECOSSs in future 
proceedings. It is a means, AIC believes, whose only end is to deny customers from 
receiving rates that are cost-based and remain uniform. AIC believes the ICC should 
decline to adopt Staff’s across-the-board increase for all charges for these reasons.    

The Company notes that in its past rate cases, the Commission has espoused 
two broad rate design goals: (i) rates should eliminate subsidies and reflect the 
customer’s cost of service subject to bill impact concerns; and (ii) charges and tariffs 
should be uniform across the legacy utilities to the extent prudent. Order, Docket 09-
0306 – 09-0311 (Apr. 29, 2010), pp. 228, 260; Order, Docket 07-0585 – 07-0590 (Sept. 
24, 2008), p. 280; Order, Docket 06-0070 – 06-0072 (Nov. 21, 2006), p. 151.  AIC 
states its electric rate design proposal is in keeping with those goals.   

AIC explains that the present customer class pricing structure would be 
maintained.  The Company states that meter charges for DS class rates would retain 
uniformity across rate zones with cost-based levels that were developed using the same 
process used in recent rate cases. Customer Charges also would retain uniformity, AIC 
states, and be a continuation of straight fixed variable design suggested by the ICC in 
previous cases for DS-1 and DS-2, and a transition towards cost-based rates for DS-3 
and DS-4.  The Company states that Transformation and Reactive Demand Charges 
would remain constant.  AIC notes that differences in Fixture Charges across rate zones 
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for DS-5 would be reduced and subsidies would be reduced in Distribution Tax rates, 
BGS pricing and Rate Limiter levels. AIC states that the Distribution Delivery Charge for 
DS-1 through DS-4 would remain the component to adjust to final rates.   

 
Staff, however, rejects AIC’s proposed electric rate design outright. AIC states 

that instead, Staff offers an alternative ratemaking approach:  an across-the-board, 
equal percentage increase for all classes within each individual rate zone to produce its 
proposed revenue increase for the rate zone as whole. AIC points out that Staff 
recognizes that its proposal can neither establish class cost-based rates nor maintain 
uniformity across rate zones.  

 
Staff is left to argue, AIC believes, that the Commission should accept its rate 

design to send a signal to Ameren Illinois. AIC understands Staff to argue that the 
Company should incur “meaningful consequences” to ensure it has the proper 
“incentive” to provide reasonable and timely Rate Zone ECOSSs in future rate filings.  
Adopting its proposed rate design, Staff claims, will impose proper consequences and 
sufficient incentive.   

 
AIC argues that even if Staff’s suggested punishment fit the Company’s 

purported crime, such punitive measures simply are unnecessary. The Final Order in 
Docket 10-0517 provided not only the guidance AIC was seeking for future rate filings, 
but also the incentive to provide Rate Zone ECOSSs in future delivery service rate 
cases. AIC has acknowledged the same in this proceeding and affirmed that future 
filings will be accompanied with Rate Zone ECOSSs until uniform pricing is achieved.  
AIC states there is no reason to believe that the Rate Zone ECOSSs will not be part of 
AIC’s next direct case filing.  AIC emphasizes that the real party harmed by the 
consequences of Staff’s proposal is not the Company; rather, it is the customers who 
are denied the benefits of cost-based, uniform rates.      

 
It is the position of AIC that the departure from the Commission’s prior efforts to 

transition to uniform, cost-based rates, suggested by Staff, is unjustified.  AIC states it 
has presented the Commission with a viable, reasonable and timely cost foundation that 
supports its proposed revenue allocation and rate design proposals.  AIC believes that 
the Rate Zone ECOSSs give consideration to historic legacy utility costs, as the 
Commission requested. And Staff’s review, AIC believes, resulted in improved cost 
models that better align allocated Rate Zone test year costs with historical balances. 
AIC states it doesn’t deserve to be punished; nor does it need further incentive for future 
filings. The process by which the rebuttal Rate Zone ECOSSs came about, AIC asserts, 
is not cause for assigning blame. Rather, AIC believes, if anything, the process should 
be lauded; viable ECOSSs were presented to the Commission and the lessons learned 
will provide a starting point for further refinement in rate zone and class allocations in 
future filings.   
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Commission Conclusion 

The general approaches to electric rate design presented to the Commission are 
clear-cut: either set electric rates that move towards cost-based class rates within zones 
and maintain existing uniform changes across zones, or do not.  Staff argues that the 
Commission cannot rely on AIC’s ECOSS to set class rates, and proposes a rate design 
that, by Staff’s own admission, moves away from cost-based rates and uniform charges. 
Staff’s rationale is two-fold.  First, Staff has not concluded whether the rebuttal Rate 
Zone ECOSS provides a reasonable foundation for ratemaking. Second, Staff claims 
there are no assurances that AIC will continue to submit Rate Zone ECOSS in future 
rate filings. The record does not support either argument.  
 

The rebuttal Rate Zone ECOSS provide a reasonable and timely cost foundation 
for ratemaking. Staff had ample time to review the initial and rebuttal ECOSS, and 
Staff’s review resulted in an improved work product to the benefit of AIC’s customers.  
The substantive flaws were corrected, and the procedural flaws, if any, were immaterial 
and cured. That the ECOSS admittedly got better over time during the rate case is not a 
reason to reject them as a basis for setting cost-based rates, especially in the absence 
of any other cost of service study on which to rely.  Moreover, no “signal” or incentive is 
needed for AIC to submit Rate Zone ECOSS in future filings; The Commission’s Final 
Order in 10-0517 and AIC’s agreement in this docket make clear that such individual 
cost studies will be prepared.   
 

AIC has presented the Commission with a viable, reasonable and timely cost 
foundation that supports its proposed revenue allocation and rate design proposals. 
Staff has presented an alternative proposal that serves only to deny AIC’s customers 
from receiving rates that are cost-based and remain uniform.  The Commission rejects 
Staff proposal for an across-the-board increase and adopts the Company's electric rate 
design proposals, subject to the Commission’s findings on cost and revenue allocation. 

 

 

 



APPENDIX A 

‐40‐ 
 

Exception 19: ALJPO SECTION X.B.1 “Rider TBS—
Transportation Banking Service,” pages 246-248, should be 
modified as follows, as discussed in Section S of the 
accompanying Brief on Exceptions  

 

d. Commission Conclusion  
 

 *** 

 The Commission also notes that it appears that AIC is proposing to recover 50% 
of its storage costs through a Deliverability Charge, and the other 50% through a 
Capacity Charge, applying what it calls the "Equitable Method."  Staff suggests that this 
method would allocate a significant portion of costs to the first day of bank, which would 
result in negative impacts to customers.  Staff argues in favor of the Nicor method for 
allocation of storage costs.  IIEC also argues against AIC's use of the Equitable Method, 
and suggests instead calculating the appropriate storage costs and unbundled bank 
charges using a capacity allocation of storage costs.  However, the capacity only 
method supported by Staff and IIEC ignores the deliverability rights afforded under 
AIC’s banking service.  As AIC explains, AIC assigns the costs for the first day of bank 
because it affords peak day access.  AIC also incurs costs related to providing 
balancing provisions afforded by electing a bank.  There is a cost to make the banking 
service available that AIC incurs no matter the bank size.  Thus, allocating costs to the 
first day of bank is appropriate. The Commission is concerned with notes that the 
suggestion that AIC's method may result in negative impacts, such as to cause some 
customers to select no bank so as to avoid high initial bank charges, is not supported by 
any study or analysis in the record.  Based on the evidence presented, the Commission 
is of the opinion that the method endorsed by IIEC AIC is more appropriate for 
determining storage costs.  

 The Commission recognizes that the dispute between Staff, AIC, and IIEC over 
transportation banking provisions is rooted in complex issues of gas storage operation, 
transportation customer behavior, and accounting.  As a result, the Commission 
believes that it must exercise caution in picking and choosing among the various 
aspects of the parties' proposals.  The Commission is particularly concerned that certain 
aspects of Staff's proposals would increase the rights of transport customers at the 
expense of sales customers, which the Commission feels it can not support based on 
the record in this proceeding.  The Commission also finds that Staff has failed to 
demonstrate that there is sufficient operational comparability between AIC and Nicor 
that would provide a basis for applying many aspects of Nicor’s tariffs to AIC.  The 
Commission therefore finds the proposed Rider TBS and changes to Rider T tariffs 
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proposed by AIC, except with regard to the Equitable Method discussed above, are the 
more reasonable and should be approved. 
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Exception 20: ALJPO SECTION XI “Proposed Small Volume 
Transportation Program,” pages 265-267, should be modified 
as follows, as discussed in Section T of the accompanying 
Brief on Exceptions  

 

f. Commission Conclusion 
 

 The Commission notes that it has long had a policy favoring competition in 
energy markets, and the Commission believes that customers will generally benefit from 
being given the opportunity to participate in a well-designed competitive market.  The 
Commission also recognizes that the Act also generally supports competition in the 
market, and that the Commission has consistently advanced this view.  In this 
proceeding, the Commission is presented with RGS and ICEA urging it to continue 
further down the road toward competitive markets by bringing customer choice to AIC's 
residential and small commercial customers, while Staff, CUB, and AIC suggest the 
Commission take a slower approach and await the report from the ORMD, which will 
apprise the Commission on the state of competition in Illinois' gas and electric markets, 
as well as barriers to retail competition.   

 The Commission is troubled however, when some of the parties suggest that this 
issue not proceed any further in this docket, and that this issue be addressed following 
the filing of the ORMD report.  The Commission notes that the evidence presented in 
this docket on the ORMD process appears minimal, with a suggestion by Staff witness 
Rearden that the report may not be concluded until the middle of 2013, and his 
indication that he is not sure that Staff will even participate. 

 The Commission does not agree with the argument that the report from ORMD 
pursuant to Section 19-130 of the Act should be a prerequisite for development of a 
mass market natural gas choice program.  The Commission finds the language of 
Section 19-130 to be pro-competition, noting that Section 19-130 appears to presume 
that there should be competitive markets in Illinois, with an apparent mandate to the 
ORMD to identify barriers to the development of those competitive markets and propose 
solutions to eliminate those barriers.  The Commission believes it would be contrary to 
both the letter and the spirit of Section 19-130 to use that section as a reason not to 
advance competition in Illinois, and we decline to read the section in that manner.  In 
the Commission's view, initiation of a workshop process to develop and implement a 
mass market natural gas choice program is entirely consistent with Section 19-130, and 
in no way conflicts with its intent or impinges upon the ORMD report process that it 
envisions. 

 While the Commission recognizes that any process, including a workshop, will 
take time, the Commission believes that this issue would best be addressed by 
commencing the workshops sooner, rather than later.  The Commission acknowledges 
that there may be some overlap between the conducting of the workshops and the 
preparation of the ORMD report; however, the Commission suggests the parties may 
find some synergies available between the two. 
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 The Commission finds it appropriate therefore, to direct Staff to host workshops 
on the issue of whether an SVT is appropriate for the AIC service territories, with the 
issues to be covered including those addressed by the parties, which appear to include: 
whether there would be any benefit to customers from such a program, whether the 
costs of implementing such a program would be reasonable, whether there is utility 
support for the competitive market, will there be full utility cost recovery for the utility, 
and a properly adjusted price-to-compare.  The Commission recognizes that there will 
most certainly be other issues that arise during the workshop process, and the 
Commission encourages the parties to fully explore these issues.  This workshop 
process is open to all interested stakeholders and should include participation by Staff, 
including the ORMD. 

 The Commission recognizes that it has used a workshop process in numerous 
other instances involving both choice issues as well as other more complex issues.  The 
Commission is of the opinion that a workshop process provides flexibility and open 
access to all stakeholders to work out development and operational details for a choice 
program, to consider other examples of choice programs, and to debate and formulate a 
workable process to implement mass market choice for AIC customers.  The 
Commission expects all parties to work in good faith during the workshop process, and 
believes that each party involved in this proceeding has expressed just such intent.   

 With regard to the timing of the workshops, the Commission finds that it would be 
appropriate for the workshop process to commence within sixty days of the date of this 
Order.  The Commission also finds that a workshop of six months duration should be 
adequate.  The Commission believes this will give all parties a sufficient opportunity to 
identify and debate any operational issues presented by an SVT; and as CUB notes, to 
address any needed consumer protections.  The Commission hopes that the workshops 
will allow the parties to have a full opportunity to identify potential issues and reach 
consensus (to the extent possible).  The Commission therefore directs Staff to convene 
a workshop process within sixty days of this Order, with the workshop open to all 
interested stakeholders.  The workshops should have the goal of developing a 
consensus on this issue, and the workshops shall conclude with AIC filing proposed 
tariffs with the Commission for an SVT within 45 days of the conclusion of the 
workshops, regardless of whether consensus is developed.  The Commission 
recognizes that since consensus may not develop, AIC and any other party involved in 
the SVT proceeding may take a position either for or against the proposed tariffs. 

  “The Commission finds it would be appropriate for the workshop process to 
commence within 60 days of the date of the order.  The Commission believes this will 
give all parties a sufficient opportunity to identify and debate any operational issues 
presented, including any of the issues and concerns that had been articulated by the 
parties in this proceeding, and any others that may be revealed in the workshop 
process.  Within 90 days of the conclusion of the workshop process, the Commission 
directs Staff to provide the Commission with a report that will effectively summarize the 
material issues and concerns from the workshops, and recommendations of the parties, 
including Staff.  In ordering these workshops, the Commission is not prejudging whether 
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and to what extent a retail gas choice program may be appropriate for the Ameren 
Illinois service territory.  While the Commission strongly embraces retail competition in 
the energy markets, the Commission appreciates it is far better to examine and address 
market barriers and other related issues as the parameters and guidelines for such a 
market are being developed, than to face these possible impediments at later stages.  A 
poorly executed retail gas choice program can do harm to market entrants and market 
participants in the eventual development of a robust retail gas choice program. 

 As to the matter of the ORMD report, the Commission is mindful that the 
legislature has expressed an interest in those matters articulated in Section 19-103 
which may have bearing on retail choice programs.  We intend to continue to pursue 
competition in retail energy markets on a parallel course along with the work that goes 
into preparing the Section 19-103 report. 

 Finally, the Commission appreciates that workshops and the related work, as 
well as the testing of program designs and the like, will obligate the utility to incur costs.  
The Commission recognizes, as it always does, costs that are prudent and reasonably 
incurred will be recovered by the utility consistent with the Commission’s rules regarding 
rate cases as well as the statutory mandate under the Act.” 

 


