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 Pursuant to the briefing schedule adopted in this proceeding, Ameren Illinois Company 

d/b/a Ameren Illinois (“AIC” or “Company”) hereby submits its Reply Brief on Exceptions with 

respect to the Proposed Order of the Administrative Law Judge, dated November 15, 2011 

(“ALJPO” or “Proposed Order”).   

I. ARGUMENT 

A. ALJPO SECTION IV.B.2 “ADIT—FIN 48” (ALJPO, p. 18.) 

Response to Staff 

 Staff and AIC agree on the recommended outcome of this issue:  that FIN 48 liabilities 

not be deducted from rate base, but that AIC also not recover from ratepayers any interest or 

penalties associated with disallowed tax positions.  Staff and AIC have explained why this is the 

most fair and symmetrical outcome.  The ALJPO's contrary recommendation should be rejected. 

 AIC would prefer adoption of its recommended exceptions language but has no quarrel 

with Staff's alternative language, provided the first paragraph is modified as follows: 

 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 have been unanimous in their attempt to balance shareholder and 
ratepayer interests.  Therefore, regardless of the outcome here, tThe Commission 
will not be the sole outlier in the face of a consistent regulatory practice. 

 

 As AIC explained in its BOE (p. 10), the sole case brought to the Commission's attention 

where a rate base adjustment for FIN 48 amounts was ordered was done to fashion a "more 

balanced accounting mechanism" than original proposed by the utility.  West Virginia American 

Water Co., Case No. 10-0920-W-42T (Order, Apr. 18, 2011), at 78; 2011 W.Va. PUC LEXIS 

901, 209 P.U.R. 4th 125.  The West Virginia commission recognized the very situation AIC now 

faces:  the deduction of FIN 48 amounts from rate base and subsequent payment of these 
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amounts to the government.  This will result in ratepayers continuing to reap the benefit of a rate 

base deduction, while AIC loses the benefit of taking the uncertain tax positions.  Unlike the 

West Virginia commission, the ALJPO does not remedy this inequity by authorizing AIC to 

create a regulatory asset equal to the negative revenue requirement impact associated with any 

disallowed deductions.  See id. at 78. 

 With respect to the treatment of FIN 48 amounts, the Missouri PSC has found that “[t]he 

best way to encourage AmerenUE to continue to take uncertain tax positions is to treat the 

company fairly in the regulatory process.”  Union Electric Company, d/b/a AmerenUE, Case No. 

ER-2008-0318 (Jan. 27, 2009), p. 55.  AIC merely seeks the same treatment its affiliate receives 

in Missouri. The Illinois Commission is certainly not bound by decisions of the Missouri PSC, 

but it seems odd to punish AIC for taking tax positions that benefit ratepayers.    

B. ALJPO SECTION IV.B.3 “Cash Working Capital” (ALJPO, pp. 18-19.) 

Response to Staff 

Staff takes exception to the ALJPO’s conclusion that the Cash Working Capital (“CWC”) 

study should not impute the remittance of Energy Assistance Charges (“EAC”) to the State 

roughly one month after the Company does so under its current practice.  Staff argues that an 

additional burden is being placed on customers.1  The ALJPO offers a reasonable 

accommodation of the Company’s EAC remittance practice, which does not produce a large 

difference in the CWC calculation or a large burden on customers.  There is no reason to take 

rate action that threatens to disrupt the Company’s ongoing EAC remittances to the State.  

                                                 

1 Staff also argues, ironically, that the ALJPO is recommending a result at odds with the Commission’s 
recent ComEd rate decision.  As we discuss in Section II. F. below, regarding the Cost of Common Equity, the 
ALJPO blatantly disregards the Commission’s reasoning regarding the DCF analysis in the ComEd case, which 
apparently does not trouble the Staff at all.  The distinction is that, with regard to CWC, the ALJPO offers a 
reasonable basis for arriving at a different result, while regarding the DCF calculation, it does not. 
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C. ALJPO SECTION IV.B.5 “Accumulated Provision for Injuries and 
Damages” (ALJPO, p. 27.) 

Response to Staff 

 In Docket Nos. 07-0585 – 0591 (cons.), the Commission rejected AG’s proposal to 

deduct from rate base of the AIC legacy utilities the amount of the Accumulated Provision for 

Injuries and Damages (APID).  Order, Sept. 24, 2008, at 8-9.  The Proposed Order in this 

proceeding rejects the identical adjustment, this time proposed by Staff.  (ALJPO, p. 27.)  In 

each instance, the rationale for rejecting the adjustment was the same: the use of a cash basis to 

adjust the amount of injuries and damage expense recovered eliminates the existence of the 

reserve balance for ratemaking.  (AIC Br. 33-36; AIC Reply Br. 12-14.)  Staff hasn’t presented 

any argument or evidence that should cause the Commission to change its decision.  The 

Commission should adopt the Proposed Order’s rejection of Staff adjustment, as it rejected the 

adjustment before. 

 Staff complains that AIC’s removal of the expense accruals from the revenue requirement 

and replacement of those accruals with the average of cash claims actually paid is an attempt to 

normalize the expense; it is not a shifting in accounting principles, Staff claims.  (Staff BOE, p. 

6.)   AIC has not changed the way in which it records Injuries and Damage expense.  AIC still 

utilizes the accrual basis for financial reporting to report the liability for future claims.  As the 

ALJPO recognizes, the reserve balance still exists on AIC’s balance sheet.  (ALJPO, p. 27.)  But 

for ratemaking purposes, AIC has not recovered accrued estimates of future claims to be paid; it 

has recovered an average of actual claims already paid.  (AIC Br. 34-35; AIC Reply Br. 12-13.)  

It doesn’t matter how AIC records or reports the expense; what matters is how AIC recovers it.  
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AIC has demonstrated that actual cash outlays (the method of recovery) cannot serve as a proxy 

for estimates of future claims to be paid (the method of reporting). 

 Staff points out that other large electric and gas utilities have proposed this reduction and 

claims the only difference between their treatments and AIC’s treatment is that AIC has chosen 

to normalize the expense.  (Staff BOE, p. 7.)  That is the critical distinction.  AIC has normalized 

the expense; those utilities didn’t.  And it isn’t just the fact that it has normalized that is 

significant. What is significant is what was normalized – the actual claims paid.  Unlike these 

other utilities, AIC does not include the accruals in the revenue requirement.  It doesn’t even 

utilize an average of accruals.  Thus, accrued future claims are not being funded by ratepayers.   

As AIC pointed out in briefing (AIC Br. 36), Staff has not identified a single case where an 

adjustment to rate base has occurred where the accruals have been eliminated from the revenue 

requirement and replaced with actual claims paid.  The only case where Staff’s adjustment was 

contested, Docket Nos. 07-0585 – 0590 (cons.), the Commission rejected the rate base reduction. 

 That ratepayers may have funded a balance in the past greater than the current APID on 

AIC’s books, as Staff first claimed in briefing, is similarly irrelevant (even if true).2  The amount 

recovered in delivery rates since the conclusion of Docket Nos. 06-0070 – 0072 (cons.), no 

matter what that amount is, still represents an accumulation of historical claims paid averaged 

over varying five year periods and recorded against the reserve.  It does not represent the 

                                                 

2 Staff claims the adjustment to I&D expense, in AIC’s last two cases, increased test year expense.  Staff 
concludes that adjustments have allowed AIC to recover more, not less, than the expense accruals necessary to fund 
the APID.  Staff’s assertion is unsupported and cannot be verified by the record in this proceeding.  Even if it were 
true though, it would not establish that ratepayers have funded an amount greater than the APID since the effective 
date of rates in Docket 07-0585 - 0590 (cons.) (or the effective date of rates in Docket 06-0070 – 0072 (cons.), when 
cash claims replaced accruals).  But regardless if Staff’s conclusion were true and verifiable, it still would be 
irrelevant.  An average payout of past claims simply is not a proxy for – nor is it intended to fund – estimated future 
liabilities. 
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accumulation of accrued future claims to be paid.  The actual cash outlay related to the accrued 

claim, whenever it occurs, may be materially higher or lower than the original estimate.  

(Ameren Ex. 40.0 Rev. (Stafford Sur.), pp. 16-17.)  The current reserve for future Injuries and 

Damages claims on AIC’s books is reduced when actual cash payouts are made on those claims; 

it is not a function of the timing or amount of dollars recovered in rates for past claims.  Staff 

continues to compare apples and oranges.  As Staff witness Mr. Tolsdorf observed, the APID 

represents amounts credited to the reserve to pay “probable” liabilities not otherwise covered by 

insurance.  (AIC Cross Ex. 1 (AIC-Staff 9.04).)  AIC hasn’t recovered amounts for future 

“probable” liabilities.  AIC has recovered amounts spent on past liabilities.   

 The Commission should adopt the Proposed Order’s rejection of Staff adjustment.  As 

long as Ameren Illinois’s I&D expense is adjusted to replace the test year accrual with a 

normalized amount of actual claims paid, the APID should not be deducted from rate base.   

D. ALJPO SECTION V.B.4, “Merger Cost” (ALJPO, p. 42.) 

Response to AG/CUB/AARP Exception 1 

AG/CUB/AARP (“AG/CUB”) continues to advocate disallowance of AIC’s merger costs 

until such costs are incurred and until actual savings have been established.  (AG BOE, pp. 4-6.)  

As such, AG/CUB takes issue with the ALJPO’s finding permitting AIC recovery of its 

projected test year merger costs and savings, and proposes contrary language disallowing the 

same.  (Id., p. 6.)  Yet, AG/CUB’s position ignores both AIC’s use of a future test year and 

record evidence regarding merger savings.  Moreover, AG/CUB ignores that the logical result of 

its argument necessitates a revenue increase.  AG/CUB failed to adequately address these flaws 

in its BOE or otherwise.  Its position should be rejected and the ALJPO’s language regarding 

recovery of AIC’s projected test year merger costs and savings adopted. 
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 First, AG/CUB argues the Commission’s “test year rules” prohibit AIC’s recovery of 

merger costs and savings until they are actually known and verified.  (Id., p. 4.)   AG/CUB does 

not cite any authority in support of its position.  (See generally id., pp. 4-6; AG Br. 9-10; AG 

Reply Br. 7-8.)    Further, AG/CUB does not explain why AIC’s projected test year level of 

either costs or savings is improper.  Instead, AG/CUB makes the conclusory statement that, 

because AIC is proposing to defer and amortize its merger costs and savings, they should not be 

recovered until known.  (Id., p. 5.)  As stated by the ALJPO (p. 42) and explained by AIC and 

Staff during the course of this proceeding (AIC Br. 53; AIC Reply Br. 20; Staff Ex. 21.0, p. 17), 

however, because AIC has employed a future test year, its costs are based on a projection or 

forecast of a future period.  In other words, given the use of a future test year, not all of AIC’s 

merger costs and savings will (or can) be based on known amounts.  AIC’s test year merger cost 

and savings projections are supported by its Merger Integration/Process Optimization study.  

(Ameren Exs. 12.0E (Mazurek Dir.), pp. 5-7; 12.1E; 30.0 (Mazurek Reb.), pp. 2-6; 30.1-30.5; 

AIC Br. 50.)  In contrast, AG/CUB’s purported “test year” argument is unsupported.  It ignores 

AIC’s future test year.  It should be dismissed. 

 AG/CUB also argues AIC’s projected test year savings were not accurately reflected, 

claiming AIC’s 2012 forecast for Account 903 did not incorporate the projected merger savings 

given the 5.9% increase in Customer Record and Collection Expenses over the 2010 actual 

expense in that Account.  (AG BOE, pp. 4-5.)  AG/CUB contends, because it cannot be 

determined that the projected merger savings were accurately reflected in that account, it is 

inappropriate to amortize them until they are actually known.  (Id., p. 5.)   AG/CUB overlooks 

not only Ameren Exhibit 22.9, but also AIC’s Reply Brief addressing the same, which 

demonstrate that AIC’s test year projected merger savings are reflected in the 901-916 account 
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group.   (Ameren Ex. 22.9; AIC Reply Br. 21.)  Although that account group includes Account 

903, the majority of the projected merger savings are in the other accounts in the group.  (Id.)  

AG/CUB simply ignores this fact. 

 As stated in AIC’s Initial Brief (p. 54) and its Reply Brief (p. 21), AG/CUB’s argument 

that merger costs and savings should not be recovered until actually known and realized ignores 

that the logical and symmetrical application of that argument would be to remove both test year 

merger costs and test year merger savings from the revenue requirement, resulting in an increase 

to AIC’s revenue requirement of over $5 million.  There is not dispute that AIC’s test year 

merger savings exceed merger costs (see ALJPO, pp. 41-42 (recounting parties’ positions)), by 

approximately $5.35 million.  In proposing an adjustment to remove test year merger costs of 

$1.65 million, AG/CUB conveniently ignores this fact.  Yet, it cannot have it both ways.  If the 

Commission were to adopt AG/CUB’s logic (and it should not), AIC’s merger savings would be 

excluded because they, like merger costs, are “unknown,” and AIC’s revenue requirement would 

be increased by the $5.35 million difference between savings and costs. 

Put simply, the ALJPO appropriately rejected AG/CUB’s position regarding recovery of 

AIC’s projected test year merger costs and savings.  The Commission should affirm that finding. 

E. ALJPO SECTION V.B.7, “Electrical O&M Expense” (ALJPO, pp. 58-60.) 

Response to Staff 

 Staff believes that two sentences should be added to page 59 of the ALJPO to address 

Staff's concern "that the specific method that the Commission chose to address the facts of this 

case may be construed as a precedent for handling the same issue in future cases."  (Staff BOE, p. 

8.)  Staff's concern about this ALJPO recommendation becoming precedent is a red flag that the 

Commission should not ignore. 



 

 

 -8-  

 Staff's recommended language does not support the ALJPO's recommendation; if 

anything it illustrates what is wrong with it.  Staff suggests the Commission should render a 

finding that Staff admits has no evidentiary support: 

While Mr. Rashid acknowledges that there is no evidence in the record of this 
case of a correlation between reduced O&M spending in a given year and 
reliability in that year as it is portrayed through reliability indices, the 
Commission is certain that the cumulative effects of reduced O&M spending will 
begin to degrade the safety and reliability of AIC’s electric distribution system in 
the future. 
 

Staff subtly mischaracterizes Mr. Rashid's testimony.  He did not simply suggest that there is "no 

evidence in the record" of a correlation between spending and reliability, as if to suggest that 

such a correlation might exist but supporting evidence is not in the record.  He affirmatively 

testified that he examined whether there is a correlation and found none:   

Q. Well, you have asked the Company to explain whether and to what extent its 
spending in 2009, 2010 and 2011 affected reliability. My question is couldn’t we 
just look at the reliability reports filed for those years and draw inferences or 
conclusions about whether there is a correlation between what the Company is 
spending and its performance with respect to reliability? 
A. No, we cannot. 
Q. We can’t? 
A. We cannot. 
Q. Okay. Did you make any attempt to do that? 
A. I tried to. It is not part of this, not part of any other issue relating to this case. 
But my personal research about the correlation between spending and reliability 
does not support that there is a correlation between reliability and spending for 
many factors. 
Q. There is no correlation? 
A. There is no correlation. (Tr. 153:9 - 154:6.) 

"The Commission is an administrative agency whose power is derived from the legislature."  

Business & Prof. People v. Illinois Comm. Comm'n, 146 Ill.2d 175, 195 (1991).  The legislature 

requires that "any finding, decision or order made by the Commission shall be based exclusively 

on the record for decision in the case . . . ."  220 ILCS 5/10-102 (emphasis added).  The record 
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here could not be more clear:  Staff attempted to find a correlation between spending and 

reliability and found that there isn't one.  The Commission cannot turn evidence of absence into 

absence of evidence and simply declare that it is "certain" the "cumulative effects" of reduced 

spending will degrade system reliability and some unspecified time in the future.  Not only is 

there no evidence for such a finding; the evidence of record is that such a finding would be 

wholly speculative. 

 AIC does not dispute that maintaining O&M spending at current levels will detrimentally 

impact reliability at some point in the future.  Company witnesses testified as much.  But 

whether current spending levels will be sufficient in the future says nothing of whether those 

spending levels were adequate in 2009 through 2011, or whether spending proposed for the test 

year is prudently incurred and reasonable in amount.  The latter question is properly answered in 

a rate proceeding; the former in a Part 411 proceeding.  The ALJPO glosses over the proper 

ratemaking inquiry altogether and ignores the evidence supporting test year expenditures. 

 As discussed at length in AIC's BOE, the ALJPO recommendation concerning electric 

distribution O&M should be stricken in its entirety.  "[A] rate that is otherwise just and 

reasonable may be a necessary condition precedent to adequate service.” Village of Apple River 

v. Illinois Comm. Comm’n, 18 Il.2d 518, 524-25 (1960). If spending levels in 2009 through 2011 

were inadequate or “unsustainable,” the recommended revenue increase – based on the average 

spending during these three years -- cannot be adequate or sustainable. 

F. ALJPO SECTION VI.C, “Common Equity Balance” (ALJPO, pp. 70-71.) 
 

 Response to Staff 

With regard to the proper exclusion of purchase accounting from AIC’s common equity 

balance, the evidentiary record cannot support Staff’s proposed exceptions.   (Staff BOE, pp. 9-
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12.)  Moreover, Staff’s proposal would deviate from the Commission’s clear directive to reverse 

all purchase accounting entries as set forth in Docket 04-0294.  In that docket, the Commission 

approved Ameren Corporation’s acquisition of the Illinois Power Company and the associated 

accounting.  Order, Docket 04-0294 (Sept. 22, 2004), pp. 32-34.  Thereafter, the approved 

accounting has been applied consistently in the last three Ameren Illinois rate cases as well as 

Form 21 ILCC.  (Ameren Ex. 40.0 (Stafford Sur.), p. 25.)   

The ALJPO correctly addresses the issue in light of the record evidence and is consistent 

with the findings issued in Docket 04-0294.  Accordingly, the ALJPO language addressing 

AIC’s purchase accounting adjustment should remain unaltered.     

While the “purchase” or “push-down” accounting associated with Ameren Corporation’s 

acquisition of Illinois Power Company involves complicated accounting issues, the matter before 

the Commission in this proceeding is relatively straight forward.   In Docket No. 04-0294, the 

Commission clearly indicated that all impacts of purchase accounting should be reversed. Order, 

Docket 04-0294, pp. 32-34.  The reversal of purchase accounting includes, but is not limited to, 

Account 114 goodwill. (Ameren Ex. 22.0 Rev. (Stafford Reb.), p. 36.)   Further, the Company 

was ordered to collapse all adjustments necessary to reverse purchase accounting into Account 

114.  Order, Docket 04-0294, pp. 32-33.  The rationale for the Commission’s ruling is self-

evident: It is preferable to collapse all of the purchase accounting adjustments together, rather 

than to piecemeal address a diverse array of adjustments to FERC standard accounts in order to 

reverse the impacts of the acquisition on Illinois Power’s books.  (See id.)  In the present 

Dockets, Staff proposes to forgo collapsing of other adjustments against goodwill and simply 

removes the 114 goodwill balance, excluding it in full, while leaving other offsetting purchase 

accounting related adjustments in place.  (Ameren Ex. 22.0 Rev., p. 34.)  Consequentially, 
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Staff’s proposal is asymmetrical, as it would reverse the goodwill purchase accounting entry that 

increase equity balance, while leaving in place purchase accounting entries that reduce equity.   

(See AIC Br. 76, 78; AIC Reply Br. 28-31.) 

Staff’s argument underlying its proposed exception language does not contain a single 

citation to the evidentiary record, nor does it offer a single citation to the findings embodied in 

the Order issued in Docket 04-0294.  The lack of citations is indicative of the lack of evidentiary 

or authoritative support for Staff’s position.  Staff’s BOE contains arguments similar to those 

raised for the first time during the post-hearing briefing phase of the case and without evidentiary 

support.   

In the opening paragraph of the Common Equity Balance section of its BOE, Staff lists 

three reasons for approval of its exception language, as follows: 

First, the purchase accounting adjustment includes accounts 
unrelated to purchase accounting. Second, the purchase accounting 
adjustment increased in 2011, even though straight-line 
amortization indicates the balance should decrease ratably until the 
unamortized balance reaches zero. Finally, the 2007 AmerenIP rate 
case purchase accounting adjustment reflected a $63 million 
reduction to retained earnings that Ameren omitted from this case. 
(See Staff Rev. IB, pp. 50-53 and Staff RB, pp. 31-33).   
(Staff BOE, p. 9) 
 

The first reason stated is the only argument that was presented in the testimony of Ms. 

Phipps, specifically her proposal to use the entire goodwill balance without collapsing any other 

purchase accounting adjustments against that balance.  (See ICC Staff Exs. 7.0, pp. 5-6; 24.0, pp. 

2-4.)  As noted above, this position contradicts the Commission’s Order in Docket 04-0294 by 

proposing to reverse only one account entry rather than all purchase accounting.  Moreover, AIC 

witness Mr. Stafford responded in detail to Staff’s proposed adjustments, explaining how AIC 

proposed purchase accounting adjustments were fully consistent with the Commission’s Order in 
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Docket 04-0294.  (Ameren Ex. 22.0 Rev., pp. 34-36.)  Mr. Stafford further explained how 

purchase accounting entries and the goodwill balance are fundamentally intertwined. (Ameren 

Ex. 40.0 Rev. (Stafford Sur.), p. 27.)  He also offered supporting examples of the accounting 

entries that resulted from purchase accounting in addition to the Account 114 goodwill balance. 

(Ameren Ex. 22.0 Rev., p. 37.)   

The second and third reasons cited expand upon novel arguments raised by Staff in its 

Initial Post-Hearing Brief.   Both arguments do not correspond to positions raised in Staff 

testimony, but yet Staff seeks to incorporate corresponding fact specific findings into the 

Commission’s Final Order.  (See ICC Staff Exs. 7.0, pp. 5-6; 24.0, pp. 2-4; Staff BOE, pp. 11-

12.)    

With regard specifically to the second reason noted, Staff now presents for the first time 

in its BOE the concept of applying “straight-line amortization” to purchase accounting.  There is 

absolutely no mention of “straight-line amortization” by any Staff witness with regard to 

purchase accounting in testimony filed in this proceeding, and no accord should therefore be 

given to this claim.   (See ICC Staff Exs. 7.0, pp. 5-6; 24.0, pp. 2-4.)   

The third reason noted by Staff is a renewed attempt to introduce new analysis related to 

dividends, associated with a $63 million dollar value of obscure relevance.    Staff clearly did not 

raise this argument in testimony.  (Id.)  Referring to the citation to Staff’s Initial Brief and the 

transcript citations provided therein, the source of this value is attributable only to cross 

examination questions quoting from an exhibit that was never admitted into the record.  (See 

AIC Reply Br. 30; Tr. 244.)  Without evidentiary support, Staff’s argument is essentially a 

generalized aspersion from which the Commission cannot formulate a reasoned conclusion.  The 

record does not support the authenticity or accuracy of the dollar value cited or otherwise support 
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Staff’s briefing position.  (Id.)  Staff further argues that it does not oppose the accounting 

approved in Docket 04-0294, but opposes the Company’s proposed adjustments because they are 

“not verifiable.”  (ICC Staff BOE, p. 9.)  Once again, this assertion was never raised in Staff’s 

direct or rebuttal testimony.  Aside from Staff first raising the verification concern in its Initial 

Brief, it is inexplicable why Staff would not have engaged one of its accountants as a witness to 

review the entries if it had any concerns.   The only Staff witness to address the subject in the 

proceeding is not a CPA or account expert.  (Tr. 907.)   Even the most multidisciplined of 

professionals would have a difficult time verifying the merger and acquisition accounting of two 

publicly traded corporations without the benefit of specialized skills such as those possessed by a 

certified public accountant.   

Moreover, the Company has not been provided any meaningful opportunity to provide 

expert rebuttal, conduct discovery, or ask questions on cross examination regarding Staff’s newly 

raised arguments.   (See AIC Reply Br. 29.)   Accordingly, due process cannot be afforded if any 

of the post-evidentiary analysis of Staff is adopted into the Final Order.  See People Ex. Rel. 

Illinois Commerce Comm’n vs. Operator Communication Inc., 281 Ill.App.3d 297, 302-3 (1st 

Dist. 1996) 

Staff also raises the newly enacted Section 16-108.5 of the Act in support of its position. 

(Staff BOE, p. 10.)  The cited provision pertains to formulaic performance based tariff for 

electric utilities based upon FERC Form 1 and Form 21 ILCC actual reported data, a process 

completely distinct from the case at bar.  Secondly, the characterization offered demonstrates a 

fundamental lack of understanding of the issue.   In a formulaic tariff incorporating FERC Form 

1 and Form 21 ILCC  account information, the directive to remove goodwill as general matter 

offers nothing as to the proper inclusion or exclusion of other, potentially offsetting, purchase 
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accounting entries from the overall capital structure.  The operative authority in this proceeding 

is the Order in Docket 04-0294.  With regard to the new Section 16-108.5, its interpretation is 

simply not ripe or even relevant for consideration in this proceeding.     

Finally, Staff takes umbrage with a comment in the ALJPO that noted that 

“communication could have resulted in mutual understanding between the parties.”  Staff 

opposes this language believing that it only serves to “…unjustly criticize.”  AIC does not 

disagree with Staff that there were efforts to communicate, however, the Company did not 

interpret the statement in the ALJPO as critical of either party.  AIC agrees that effective 

communication through open dialogue by both parties seemingly should have resolved this 

controversy, and disagrees that removal of the language from the ALJPO is warranted.  

G. ALJPO SECTION VI.G, “Cost of Common Equity” (ALJPO, pp. 139-145.) 

Response to Staff 

In its Brief on Exceptions, Staff corrects an error in the ALJPO’s averaging of the DCF 

results of Staff, IIEC and AG/CUB.  Staff’s correction highlights inaccuracies in the ALJPO’s 

discussion and conclusions regarding return on equity. 

For example, as noted in AIC’s Brief on Exceptions, the ALJPO erroneously asserts that 

AIC asked the Commission to adopt in this case the 6% third stage growth rate used by the 

ComEd in its rate case.3   AIC has not asked the Commission to do that.  AIC asks the 

Commission to apply the same reasoning it applied in ComEd, both because the reasoning is 

sound and because no party in this case offered any reasonable basis for deviating from the 

                                                 

3 At page 141, the ALJPO states, “AIC witness Hevert calculated a steady-state growth rate of 5.66% and, 
relying heavily on the Commission's decision in Docket No. 10-0467, AIC suggests a steady-state growth rate of 
6.00% is appropriate in the current proceeding.”  AIC has not suggested that the 6.00% figure be used; to the 
contrary, AIC has recommended the use of Mr. Hevert’s calculated steady state growth rate. 
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rationale stated in the ComEd case.  Stating that the Commission’s reasoning should be 

consistent from case to case is a far different thing from asking the Commission to use a specific 

growth rate from the record in a different case. 

Further, while AIC very clearly and plainly relied on the Commission’s clear and plain 

statement of its rationale for using a long-term, historical growth rate in the ComEd case, the 

ALJPO disregards the specific rationale articulated in the ComEd decision and instead compares 

AIC witness Hevert’s approach to that of a different AIC witness, Ms. McShane, in the last AIC 

rate case.  The ALJPO then concludes that since Ms. McShane’s approach was rejected last time, 

Mr. Hevert’s approach should be rejected, as well.  (ALJPO, pp. 140-141.)  But Mr. Hevert’s 

approach is comparable to the approach the Commission just approved in the ComEd case, and 

this Commission either stands by its rationale or it states why it does not.  Nowhere does the 

ALJPO offer any specific criticism of what the Commission did in the ComEd order. 

What Staff’s correction also highlights is that merely averaging three different DCF 

results that rely on the same approach rejected by the Commission in the ComEd case does not 

compensate for the lack of supporting analysis or produce a more reasonable result.  It merely 

produces an average, the reasonableness of which is dependent on the inputs, not on averaging.  

The ALJPO articulates no legally sustainable basis for its choice of inputs.  

H. ALJPO SECTION VII.B.1, “Use of AIC’s Electric and Gas COSS” 
(ALJPO, pp. 154-156.) 

Response to Staff 

 Staff takes exception to the Proposed Order’s conclusion that the Rate Zone ECOSSs 

should provide the foundation for ratemaking in this case.  (Staff BOE, pp. 17-19.)  Staff 

complains that AIC did not make a “serious effort” to present a “serious set” of ECOSS until 
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rebuttal.  (Id., pp. 17, 18.)  This “shortcoming,” Staff says, undermined and prevented a 

“rigorous” and “meaningful” review.  (Id.)  Staff makes these claims even though Staff accepted 

these same ECOSS as the foundation for gas revenue allocation and rate design in this 

proceeding.  (AIC Reply Br. 48.)  That one Staff witness accepts the results of the “flawed 

review process,” (Staff BOE, p. 17), but not the other, cuts against Staff’s complaints and 

demonstrates the arbitrary nature of Staff’s proposal to disregard the electric Rate Zone ECOSSs.  

If Staff truly was prevented from performing its review of the rebuttal ECOSS, one would think 

Staff should have never accepted those studies as the foundation for gas ratemaking in this 

proceeding. 

 Putting to the side Staff’s reliance on the rebuttal gas Rate Zone ECOSS however, Staff’s 

complaints that AIC’s actions prevented a “rigorous” and “meaningful” review still ring hollow.  

AIC provided information, both at time of the filing in its deficiency response and later in 

discovery, which explained how electric costs were allocated.  (Tr. 768; ICC Staff Ex. 14.0, 

Attachment A.)  Staff had months to review the initial Rate Zone ECOSSs – and did review them 

in detail before it filed its direct case.  (Ameren Ex. 48.0 (Jones Sur.), pp. 3-4.)  Staff found 

acceptable AIC’s customer class allocators.  (ICC Staff Ex. 14.0, p. 9.)  And it found the Rate 

Zone ECOSSs consistent at the functional level and a sufficient basis for assessing Rate Zone 

costs overall.  (Id., p. 15.)  The only “shortcoming” Staff identified was concerns over the Rate 

Zone allocations of FERC account and subfunction balances for plant and reserve.  (Ameren Ex. 

48.0, pp. 3-4.)  AIC, however, adjusted the inputs for the allocated FERC balances on rebuttal.  

Staff examined the rebuttal Rate Zone ECOSS and was satisfied that they used consistent data to 

derive rate zone balances at the functional and FERC account levels and address discrepancies at 

the subfunctional level within individual FERC accounts.  (ICC Staff Ex. 30.0, p. 4.)  And Staff 
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professed that the changes were an “improvement” to the Rate Zone ECOSS from a “cost 

causation standpoint.”  (Id., pp. 4-5.)   

 Staff had ample time at each stage of this process to review the ECOSSs.  Staff had time 

to review (and approve) class allocators.  Staff had time to review (and approve) the consistency 

of the ECOSSs at the functional level.  Staff had time to review (and confirm) that AIC corrected 

discrepancies with the FERC account and subfunction balances.  And Staff had time to review 

AIC’s rate design proposals, which did not change since the outset of the case.  (Ameren Ex. 

48.0, pp. 3-4.)  The only changes on rebuttal were to the Rate Zone inputs for the individual 

FERC accounts in the models themselves.  (Tr. 661.)  And as a result of those changes, the 

revised FERC account data more closely aligned with the legacy utilities’ historical costs, which 

was Staff’s principal concern.  (Ameren Ex. 32.0 Rev. (Schonhoff Reb.), p. 4.)  The end result of 

the adjustments to the Rate Zone allocations of FERC account data were minor changes in the 

revenue required from and allocated to the classes and subclasses within each Rate Zone.  (Id., p. 

10; Ameren Ex. 48.0, pp. 3-4.)  Staff never identified anything else it would need to review.  It 

never identified anything else it would like to review.  That’s because there isn’t anything else 

left to review. 

There is no dispute that that the rebuttal Rate Zone ECOSS were an improvement on the 

cost studies initially filed.  Nearly every party agreed that they should be the starting point for 

revenue allocation.  (IIEC Br. 38; Kroger Br. 2; Com. Br. 3-4.)  Even Staff agrees that they can 

be the basis for allocating gas revenue and designing gas rates.  (Staff Br. 117.)  In AIC’s last 

rate case, the Commission rejected IIEC’s proposal to throw out AIC’s entire electric ECOSSs as 

flawed because many of the substantive errors IIEC cited were resolved during the rate case, and 

the ones that were not resolved, were not fatal.  Order, Docket 09-0306 – 0311 (cons.) (Apr. 29, 
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2011), pp. 251-52.  In this case, Staff asks the Commission to throw out AIC’s entire electric 

ECOSSs, even though all the substantive errors were fixed.  The alleged procedural flaws (even 

if valid) provide even less of a reason to throw out cost studies entirely and increase class 

subsidy burdens.  AIC’s Rate Zone ECOSSs were not perfect, and adjustments were made to 

correct them.  And AIC provided a revised set of ECOSSs and adjusted its revenue allocation 

proposals on rebuttal to address Staff’s concerns.  But that is a normal and important part of the 

rate case process.  The cost and revenue allocations have been thoroughly vetted and, as a result 

of that effort, they provide a reasonable and sound foundation for ratemaking in this proceeding.  

Staff’s exceptions on this issue should be rejected.4 

I. ALJPO SECTION VII.B.2, “Allocation of Public Utilities Revenue Act 
Tax” (ALJPO, p. 160.) 

Response to IIEC Exception 3 

 The Proposed Order affirms (again) that electric utilities should allocate PURA Tax 

expense on a kWh basis.  (ALJPO, p. 160.)  In AIC’s last rate case, the Commission approved 

the allocation of the PURA Tax based on kWh sales.  Order, Docket 09-0306 – 09-0311 (cons.) 

(Apr. 29, 2010), pp. 243-44.  The Commission subsequently approved that same allocation in 

ComEd’s most recent rate case, Docket No. 10-0467, finding that “since the [tax] was related to 

usage, cost principles would argue for recovery through a per-kWh charge from all customers.”  

Order (May 24, 2011), p. 285.  In each case, the Commission rejected IIEC’s proposal to allocate 

any portion of PURA Tax expense based on distribution plant.  These decisions were consistent 

                                                 

4 Staff also claims that AIC needs to be sent a “clear message” and given “incentive” to present a reasonable 
assessment of the cost to serve customers in each Rate Zone.  (Staff BOE, pp. 18-19.)  For the reasons explained 
above and in the Company’s Brief on Exceptions, AIC believes it presented timely Rate Zone ECOSS that satisfy 
the Commission’s Final Order in 10-0517 and provide a reasonable foundation for ratemaking in this case.  AIC 
disagrees with Staff’s opinion that the Company has presented “substandard” filings in this proceeding or would do 
so in future filings for general rate increases. 
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with ComEd’s allocation of the tax expense by kWh sales first approved in Docket No. 99 -0117, 

more than a decade earlier.  Order, Docket 99-0117, 1999 Ill. PUC LEXIS 647, *90-91 (Aug. 25, 

1999).  As the Proposed Order indicates, the Commission has given extensive consideration to 

the allocation of this expense in earlier proceedings. The Commission recognized then – as the 

Proposed Order recognizes now – that electric utilities should recover the “new tax” in the same 

manner in which it is imposed – on the basis of total kilowatt-hours delivered.  The Commission 

should continue to reject IIEC’s proposal that any portion, much less the lion share, of this tax 

should be allocated based on distribution plant.  

 As it did in AIC’s last rate case, IIEC complains that no party has refuted its “empirical” 

evidence.  (IIEC BOE, p. 7.)  But IIEC’s “real world” evidence doesn’t hold water.  (AIC Br. 

119-120; AIC Reply Br. 52-53.)  Yes, the invested capital tax was the “original” tax.  Yes, the 

amount of investor capital tax assessed then is nearly equivalent to 3/4 of the current PURA Tax 

assessed now.  Yes, the current PURA Tax structure was crafted to “replicate” and “preserve” 

the amount of invested capital tax assessed. But that doesn’t prove that the 1997 level of Invested 

Capital is the “cause” of the current level of tax.  One inescapable fact stands up to all the so-

called “empirical” evidence IIEC can muster: a new tax replaced the old.  All parties agree that 

the new tax brought with it a new way in which the old tax revenue was calculated and recovered 

from electric utilities.  IIEC would like to pretend the new math is irrelevant.  It complains that 

other parties (and the Commission), however, prefer an allocation based on the calculation rather 

than the “cause” ring hollow.  In the “real world,” how the tax is now calculated is the cause. 

 IIEC also continues to complain that its regression analysis somehow disproves that kWh 

sales impact the amount of tax AIC pays.  But this “real world” evidence is also a red herring. 

The utility-specific tax rate and the state wide cap are statutory mechanisms to limit the amount 
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assessed on any particular utility, not causes of the assessment.  Granted, energy sales of other 

utilities in Illinois impact AIC’s ultimate annual tax liability.  But that’s the point.  Each utility’s 

share of the overall tax is a function of the utility’s kWh sales, as well as the kWh sales of every 

other utility.  Regardless of whether Ameren Illinois experienced a growth in sales, or ComEd 

experienced a decline, the overriding variable that determines the utility’s annual piece of the 

PURA Tax pie is kWh sales, not plant balances. 

 The amendments to PURA created a “new tax” to “replace” the old tax.  That the new tax 

was designed to recover the same amount of old tax revenue does not demonstrate a causal 

relationship.  That would mean that the State could continually change the basis for the PURA 

Tax and the “cause” would always be the original tax.  IIEC would like to lock in the old 

allocator (plant in service) for AIC’s pre-amendment PURA Tax liability.  But the new tax 

wasn’t an add-on tax; it entirely replaced the system under which the old tax was assessed.  And 

AIC’s new plant balances don’t resemble the old plant balances that existed when PURA was 

amended – the very reason the basis for the tax was changed in the first place.  All of IIEC’s 

“empirical” evidence does not change the fact that the assessment for the new tax on utilities has 

a new basis (kWh sales); thus the allocation of the new tax to customers has a new allocator 

(kWh sales).  IIEC’s proposed exceptions should be rejected. 

J. ALJPO SECTION VII.B.3, “Minimum Distribution System” (ALJPO, p. 
167.) 

Response to IIEC Exception 4 

 The Proposed Order finds the record doesn’t support IIEC’s proposal to allocate costs of 

its hypothetical NESC-based Minimum Distribution System (MDS) on a per customer basis.  

(ALJPO, p. 166.)  This is the same adjustment the Commission did not accept in AIC’s 2007 rate 
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case.  Order, Docket 07-0585 - 0590 (cons.) (Sept. 24, 2008), p. 280.  It is also the same 

adjustment the Commission rejected in ComEd’s 2007 rate case.  Order, Docket 07-0566 (Sept. 

10, 2008), p. 208.  In its exceptions, IIEC goes on at length claiming that the rationales offered 

by the Proposed Order in rejecting IIEC’s proposal, this time around, are largely without 

evidentiary support and merit.  (IIEC BOE, pp. 14-23.)  All of the ink spilt by IIEC cannot cover 

up critical flaws in its MDS adjustment that the Proposed Order correctly identifies.  In particular, 

the adjustment fails to account for the demand carrying capability of this minimum system.  For 

this and the other reasons cited by the Proposed Order, IIEC hasn’t justified the dramatic shifting 

of distribution costs in these accounts from primary and high voltage DS-2, DS-3 and DS-4 

customers to residential DS-1 customers. 

 IIEC continues to argue that minimum NESC compliance costs are entirely “customer-

related” and not at all “demand-related.”  (IIEC BOE, p. 15.)  The expert opinions of AIC’s cost 

of service witness and the NARUC reference manual that IIEC itself cites suggests otherwise.  

When AIC erects a pole or installs a wire, it must construct the pole and wire a certain way, 

regardless of the demand of the customer who will use that pole and wire.  But as both Ameren 

witness Mr. Schonhoff and the NARUC Manual pointed out, the cost to erect that pole and wire 

includes a demand-related cost component proportionate to the load carrying capability of that 

distribution asset. (AIC Br. 120-124; AIC Reply Br. 54-58.)  The failure to account for the 

portion of class demands within each rate class that could be supported by this hypothetical MDS 

results in the misallocation (or double allocation) of demand-related costs to smaller usages 

classes characterized by low demand per customer and a larger number of customers.  (Id.)   

 IIEC complains that AIC hasn’t provided any “empirical” support or review of the 

demand-related component of the minimum costs incurred in constructing the distribution 



 

 

 -22-  

network.  (IIEC BOE, pp. 16-17.)  IIEC is mistaken.  AIC provided simple, straightforward 

examples that demonstrated the over-allocation of demand-related costs to smaller usage 

customers caused by IIEC’s methodology.  (See, e.g., Ameren Exs. 32.0 Rev. (Schonhoff Reb.), 

pp. 16-17 & Tbl. 7; 49.0 Rev. (Schonhoff Sur.), pp. 11-12; AIC Reply Br., p. 56. n.10.)   

 IIEC also claims that no party has identified a meaningful distinction between meters and 

services costs and IIEC’s NESC-based MDS costs.  (IIEC BOE, p. 19.)  This is also wrong.  AIC 

explained that IIEC was comparing apples and oranges.  (AIC Reply Br. 57.)  Of course a meter 

carries (and measures) customer demand.  The cost of the meter is customer-related, however, 

because the asset is directly associated with a particular customer.  (Id.)  It is irrelevant for 

allocation of the meter’s cost how much demand the unit may carry, when the cost can be tied to 

the number of customers utilizing the type of meter equipment.  The same cannot be said for the 

poles and wires that, as IIEC says, form the backbone of the distribution network.  If a flood 

damaged 100 meters, each customer would need a replacement meter.  But if a storm damaged 

100 poles, IIEC’s proposed method would allocate 42.4 percent of the pole replacement costs on 

a per-customer basis, regardless of what percentage of poles would have to be erected to service 

individual industrial and commercial customers.  As the ALJPO recognizes (p. 167), the class 

and relative demand of the customer whose distribution facilities are being erected or repaired is 

one factor that drives what facilities are needed in a given area and how they are constructed. 

 IIEC claims that “utilities regularly request and the Commission routinely approves 

allocation of their costs on a customer basis.”  (IIEC BOE, p. 19.)  But the Commission hasn’t 

approved IIEC’s proposed customer-based allocation before.  Nor does AIC’s affiliate utility in 

Missouri use IIEC’s method.  (AIC Br. 123.)  IIEC can not point to a single state commission 

that has approved the allocation of MDS costs on a customer basis, utilizing IIEC’s NESC-based 
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methodology.  (AIC Reply Br. 55.)  IIEC can not point to a single utility that has incorporated 

IIEC’s NESC-based MDS methodology into its class cost of service studies.  (Id.)  And IIEC’s 

own go-to resource, the NARUC Manual, does not endorse NESC-based MDS method, as IIEC 

readily admits.  (IIEC BOE, pp. 22-23.)  As AIC explained in prior briefing, the issue here isn’t 

whether the MDS approach has theoretical merit.  The issue is whether IIEC’s NESC-based 

MDS approach accurately determines the portion of costs that can be justifiably allocated on a 

per customer basis.  IIEC’s exceptions on this issue should be rejected. 

K. ALJPO SECTION VII.B.3, “Single/Dual-Phase vs. Three-Phase” (ALJPO, 
pp. 172-173.) 

Response to IIEC Exception 5 

 The Proposed Order rejects IIEC’s isolated adjustment to shift the costs of single- and 

dual- phase circuits from DS-3 and DS-4 primary voltage customers to secondary voltage 

customers.  (ALJPO, pp. 172-173.)  It is the same adjustment that the Commission rejected in 

ComEd’s most recent case.  Order, Docket 10-0467 (May 24, 2011), pp. 176-77.  The rationale 

for IIEC’s adjustment is that AIC’s use of single- and dual-phase circuits in serving its primary 

voltage customers is de minimis.  (AIC Br. 124-27; AIC Reply. Br. 58-60.)  But IIEC has not 

accounted for where these costs should be allocated or what other costs, in particular the costs of 

three-phase circuits, should be re-allocated concurrently.  (Id.)  Targeted adjustments with 

theoretical merit can still result in inequitable cost shifting between rate classes, if the 

adjustments remain underdeveloped or are performed in a vacuum. Because IIEC’s proposed re-

allocation suffers from these flaws, AIC’s current grouping and allocating of its aggregated 

primary circuit costs remains the more reasonable method. 
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 The seminal issue spawned by IIEC’s proposal is much broader than the narrow question 

IIEC poses.  This isn’t just an issue of whether primary and higher voltage customers should be 

allocated the cost of single- and dual-phase circuits given those customers’ usage of those assets.  

This is an issue of what circumstances warrant further cost segregation of a specific distribution 

asset in isolation.  IIEC says it wants the costs of primary voltage lines to be segregated by the 

“phase” of the circuit and the voltage of the customer, but it only cares that the costs of single-

and dual- phase circuits are allocated away from DS-3 and DS-4 primary voltage customers.  It 

doesn’t care where those single- and dual-phase costs end up and hasn’t provided the appropriate 

demand studies to accurately allocate them to the appropriate subcategory of secondary voltage 

customers.  (AIC Reply Br. 59-60.)  And it doesn’t care that three-phase costs remain shared 

among all customers, even the costs of those three-phase lines that are utilized entirely by 

primary voltage customers.  (Id.)  A fair and balanced COSS that digs into the level of 

granularity that IIEC professes to want must properly account for these concerns. 

 The quest for a precise reassignment of one particular cost for one type of distribution 

asset away from one particular subclass cannot be at the expense of the fairness, reasonableness 

and accuracy of the overall cost study.  If IIEC wants AIC’s COSS to allocate circuit costs by 

phase and voltage, it must provide a COSS that properly segregates the costs of all of AIC’s 

circuits, including its three-phase circuits, to the appropriate voltage subclasses.  It hasn’t done 

that.  It hasn’t even shown that it practically and reasonably can be done.  The Commission 

should adopt the Proposed Order’s findings that IIEC’s adjustment should not be adopted based 

on the record presented here, and reject IIEC’s exceptions.  
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L. ALJPO SECTION VII.B.2, “Rate Impact Mitigation” (ALJPO, pp. 185-
186.) 

Response to IIEC Exception 7 

 IIEC takes “strong exception” to the Proposed Order’s decision not to provide the same 

“degree” of revenue constraint “protection” for DS-3 and DS-4 voltage subclasses that the 

Commission provided in AIC’s last electric rate case.  (ALJPO, pp. 185-186; IIEC BOE, p. 34.)  

The same rate impact mitigation plan should be applied, IIEC asserts, because of the potential 

percentage rate increases for certain subclasses.  (IIEC BOE, pp. 35-36.)  The Commission 

should apply the principles of gradualism and avoidance of rate shock, IIEC claims, to limit 

these subclass increases.  (Id.)  The problem with IIEC’s approach, however, is that it doesn’t 

eliminate the PURA Tax “subsidy” enjoyed by DS-4 customers gradually; it eliminates it at a 

snail’s pace.  And while it certainly avoids rate shock, it avoids any meaningful increase in the 

PURA Tax rate for DS-4 customers.  All it does is maintain the status quo, and in doing so erects 

a barrier to any sort of reasonable transition towards cost-based recovery of this expense.   

 In AIC’s last case, because of “concern over the impact of the change in PURA tax 

allocation,” the Commission agreed with IIEC’s proposal to apply mitigation at the subclass 

level.  Order, Docket 09-0306 - 0311 (cons.), Apr. 29, 2010, p. 295.  That concern is not readily 

apparent here, as the allocation of the tax was changed in that docket, not this one.  19 months 

later however, IIEC claims “we are still in transition.”  Yet during that period, IIEC re-litigated 

the allocation issue in ComEd’s most recent rate case, and lost again.  IIEC cannot credibly claim 

that approval once more of the same kWh sales allocator in this proceeding comes as a surprise.   

 IIEC highlights the fact that AIC’s previous allocation of the tax had been in place for 

almost 14 years.  (IIEC BOE, p. 36.)  Yes, for almost 14 years, DS-4 customers reaped the 
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benefit of a misallocated cost at the expense of AIC’s other customer classes.  DS-4 customers 

enjoyed this AIC “subsidy,” even though IIEC had lost the allocator issue in a ComEd 

proceeding more than a decade ago after PURA was amended.  And now IIEC wants the 

Commission to approve a “transition” plan that allows this misallocated cost to persist 

indefinitely?  It shouldn’t take several more decades to correct a cost allocation that DS-4 

customers have already enjoyed the benefit of for far too long.  As the Proposed Order 

recognized, “in the interest of progressing away from inter-class subsidies,” the Commission 

should not be willing to continue this level of rate mitigation.  (ALJPO, p. 186.) 

 Unlike AIC’s last rate case, the record here demonstrates that applying mitigation at the 

subclass level would significantly impede the transition to cost-based rates and elimination of 

inter- and intra-class subsidies.  (AIC Br. 135-36.)  As shown by Ameren witness Mr. Jones, 

limiting the +100 kV DS-4 group to a 13.5% increase, for example, would only permit the +100 

kV Distribution Tax rate to increase from $0.00010/kWh to $0.0001413kWh.  (Ameren Ex. 31.0 

Rev., p. 30.)  The price would increase from 7.7% of the full average Distribution Tax rate of 

$0.0012936/kWh to only 10.9%.  At IIEC’s preferred pace, it would take nearly 28 more 

iterations of this step for that DS-4 subclass to reach the average rate and eliminate the subsidy.  

By no one’s definition could that be meaningful progress towards elimination of the subsidy and 

transition to cost-based rates.  And to claim that length of transition and series of steps would be 

reasonable gradualism or necessary to avoid rate shock is simply not credible. 

IIEC claims “avoidance of rate shock necessarily takes precedence over other rate design 

and cost allocation principles.”  (IIEC BOE, p. 36.)  It claims that rate mitigation “necessarily 

modifies” and “trumps” other revenue allocation design criteria.  (Id., p. 35.)  There is no 

denying that the Commission has a statutory duty to “take into account customer impacts” when 
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establishing rates. 220 ILCS 5/16-108(d).  But the Commission also has the duty to allocate “the 

cost of supplying public utility services . . . to those who cause the costs to be incurred.”  220 

ILCS 5/102(d)(iii).  One duty does not “trump” another.  Applying principles of gradualism and 

avoiding rate shock should not occur at the expense of meaningful progress towards full cost of 

service.  IIEC would have it that the Commission should implement a moderation plan that 

essentially strings out minimal rate increases for decades until cost-based rates are attained.  That 

is not a proper balance.  That is not any sort of balancing whatsoever.  The Commission should 

continue to balance its ratemaking goals, not have one “trump” another. 

Whereas before the change in allocation of the PURA Tax expense gave the Commission 

reason enough to constrain movement to the average Distribution Tax rate by voltage level, not 

just class, no such reason exists now.  Yes, the percentage increases for certain DS-4 voltage 

subclasses across Rate Zones exceed the 15% class threshold,5 but those increases are skewed by 

the fact that those customers are currently paying so little of their Distribution Tax liability.  

(AIC Br. 135-36; Ameren Ex. 13.0E 2nd Rev. (Jones Dir.), pp. 14-15, 19; Ameren Ex. 48.0, p. 

14.)  Even relatively minor increases in the cents/kWh rate for these customers will result in high 

percentage changes.  (Ameren Ex. 48.0, p. 14; Tr. 787.)  But absent the removal of subclass 

restraint, the subsidies that these DS-4 customers receive from smaller usage customers will 

persist indefinitely.  (AIC Br. 135.)  AIC’s proposed increases for DS-4, without subclass 

constraint, are justified and reasonable in light of the total bill impact and the size of the subsidy. 

                                                 

5 Specifically, Primary and High Voltages in Rate Zone II and +100 kV Voltages in Rate Zones I and III 
would receive percent increase in excess of 15 percent in rates effective at the conclusion of this proceeding, even 
though the DS-4 class as a whole would not.  (IIEC Br. 73; Table 1.)   
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As the Proposed Order recognizes, the Commission did not impose a mitigation standard 

that Ameren Illinois had to comply with in preparing the current rate filing.  The rate moderation 

method used in one case may be different from that used in the next, and it should be based on 

the facts presented.  That a defined subclass or subcategory within any customer class happens to 

exist does not mean that the Commission must automatically apply mitigation at that level.  In 

this case, AIC has demonstrated why it would be unreasonable for the Commission to apply the 

rate moderation plan at the “subclass” level – constraining the revenue allocated at the subclass 

level does not result in meaningful progress towards eliminating the DS-4 class PURA Tax 

subsidy existing at the expense of smaller customers.  IIEC’s exceptions should be rejected. 

M. ALJPO SECTION IX.C.1.a (Electric), “Phase in of PURA Tax Expense” 
(ALJPO, p. 198.) 

Response to Staff, Response to IIEC Exception 8, Response to AG/CUB/AARP 

 The parties generally agree that, given the change in allocation of PURA Tax expense, 

DS-4 customers enjoy a “subsidy” that should be eliminated.  The parties just can’t seem to 

agree on how quickly that should happen.  Staff abhors any sort of phase in.  It wants full 

recovery of the tax on equal per-kWh at the conclusion of this case.  (Staff BOE, pp. 22-24.)  

AG/CUB concurs.  It also wants an immediate phase out of the subsidy, or a phase-in plan that 

essentially is an immediate phase out.  (AG/CUB BOE, pp. 11-12.)  IIEC, on the other hand, 

really doesn’t want a phase-in plan.  It wants whatever rate moderation approved by the 

Commission to be applied to the second and third steps of AIC’s plan.  (IIEC BOE, p. 40-42.)  

Its plan doesn’t even have an end that would result in parity of charges among classes.  It just 

prolongs the subsidy.   
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 AIC’s DS-4 class accounts for 40.3% of kWh sales, but only 11% of Distribution Tax 

revenue.  (AIC Init. Br. 149.)  This disparity is even wider when one views the relative 

contributions within the DS-4 class: DS-4 customers served from Primary, High Voltage and 

+100kV Supply Voltage represent 7.8%, 17.4% and 15.0% of total kWh sales, yet contribute 

only 3.8%, 5.6% and 1.1% of Distribution Tax revenue.  (Id. 150.)  At proposed Distribution Tax 

rates, these percentages produce an aggregate shortfall from present Distribution Tax rates of 

approximately $15 million.  (Id.)  AIC agrees with Staff and AG/CUB that this subsidy should be 

eliminated. It just doesn’t feel that it needs to be immediately eliminated right this instant. 

 Rather than move to full cost recovery at the end of this case, the Proposed Order adopts 

AIC’s three-step plan to gradually phase in movement to an equalized Distribution Tax rate.  

(ALJPO, p. 198.)  The first step, implemented in 2012, would move DS-1, DS-2, DS-3 and DS-5 

customers within each Rate Zone to the same average rate at an amount greater than the average 

Distribution Tax per kWh expense to pay for the subsidization of the DS-4 class.  (Ameren Ex. 

13.0 2nd Rev. (Jones Dir.), pp. 20-21.)  The second step, implemented in 2013, would remove 

50% of the subsidy provided to DS-4 customers and rebalance Distribution Tax rates for all other 

customers on a revenue neutral basis.  (Id.)  The third step, implemented in 2014, would remove 

the remaining subsidy to the DS-4 class and equalizes the Distribution Tax prices among all 

customer classes and Rate Zones.  (Id.)  The Proposed Order finds this approach “provides the 

proper balance between movement to full cost recovery and mitigation of bill impacts, while 

giving consideration to rate gradualism.”  (ALJPO, p. 198.)  AIC obviously agrees. 

 The so-called alternative phase-in plans offered by AG/CUB and IIEC present far less 

reasonable options.  AG/CUB claims its plan “provides a proper and fair allocation to all rate 

zones.” (AG/CUB BOE, p. 11). But in reality, its “phase-in” plan is a misnomer and of little 
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practical use.  First, in each Rate Zone, the DS-1, DS-3 and DS-5 classes are proposed to share 

equally in the remaining subsidy provided to DS-4.  (Ameren Ex. 31.0 Rev. (Jones Reb.), p. 41.)  

Since AIC’s Distribution Tax liability has increased since its last rate case, all Distribution Tax 

rates for all classes and all zones need to be increased somewhat under step one.  The Tax rate 

for Zone II DS-1 just wouldn’t go up as much as it would if there was no movement towards 

eliminating the subsidy.  Second, AG/CUB’s phase-in proposal isn’t really a phase-in at all.  

Indeed, it would initially set the DS-4 Distribution Tax as 93.6% of the full average rate.  

(Ameren Ex. 48.0 (Jones Sur.), pp. 19-20.)  Its plan is for all practical purposes a phase out. 

 IIEC’s recommendation that post-Order changes take into account whatever class and 

subclass constraints may be applied to the step one rate is just as unworkable.  (IIEC BOE, pp. 

41-42.)  How much of the subsidy may be eliminated in each step is anyone’s guess.  The back 

of the envelope calculations IIEC provided in briefing simply don’t provide the Commission 

with the concrete rates AIC provided in testimony.  More importantly, IIEC’s proposal would 

transform a three-step phase-in into an indefinite process.  There would be no known end to the 

subsidy, were the Commission to apply class (or even subclass) revenue constraints at each step.   

In AIC’s last rate case, the Commission included the Distribution Tax charge in rate 

moderation because of a concern over the total bill impact to DS-4 customers given the switch in 

allocation factors to a kWh delivered charge.  (AIC Br. 151.)  In this case, AIC continues to 

propose a rate moderation roadmap in the transition to one equalized Distribution Tax rate.  The 

AIC phase-in plan provides the proper balance between movement to full cost recovery and 

gradualism of bill impacts.  It is the most reasonable solution to eliminating the DS-4 subsidy 

amongst all the plans presented.  Staff, AG/CUB and IIEC’s exceptions all should be rejected. 
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N. ALJPO SECTION IX.C.1.c (Electric), “Collection of PURA Tax Expense 
as Separate Per kWh Charge on Bill” (ALJPO, p. 202.) 

Response to IIEC Exception 10 

 As stated in prior briefing, Ameren Illinois is not opposed to reintegrating the 

Distribution Tax charge into test year revenue requirement to conform to the ratemaking 

approved in ComEd’s last rate case, Docket No. 10-0467.  (AIC Reply Br. 73.)  The Proposed 

Order, however, continues to exclude PURA Tax from base rates and maintain the current 

method of collection through AIC’s Tax Additions Tariff.  (ALJPO, p. 200.)  If the Commission 

were to decide to reintegrate the charge into base rates however, continuing to collect the tax as a 

separate, line item per-kWh charge on customers’ bills would be consistent with the approach 

approved in ComEd’s last rate case, Docket No. 10-0467.  (AIC Reply Br. 73-74.)  But even if 

the Commission incorporated the Distribution Tax charge into the existing variable charges for 

the DS-1, DS-2 and DS-5 classes, DS-3 and DS-4 would continue to see a separate, volumetric 

kWh charge on their bill based on usage.  AIC thus takes exception to IIEC’s contention that a 

separate volumetric charge is “unnecessary” for every customer class.  (IIEC BOE, pp. 50-52.)  

To the extent that IIEC is proposing to revert PURA collection back to a demand based rate for 

DS-3 and DS-4, AIC contends that collection for these classes still needs to be on a cents/kWh 

basis.  Any other method of recovery would present a significant mismatch between how the tax 

expense is incurred and recovered from customers.   

O. ALJPO SECTION IX.C.2 (Electric), “DS-1 Customer Charge” (ALJPO, p. 
205.) 

Response to AG/CUB/AARP Exception 4 

 The Proposed Order adopts AIC’s proposed electric rate design and pricing proposal, 

including its proposed fixed Customer Charges.  (ALJPO, p. 205.)  AG/CUB, however, 
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continues to complain that AIC’s proposed residential DS-1 Customer Charge is too high.  

(AG/CUB BOE, pp. 12-14.)  In AG/CUB’s opinion, there shouldn’t be any increase to the 

current DS-1 Customer Charge, no matter what the change in electric revenues; the existing DS-

1 Customer Charge, according to AG/CUB’s calculations, is already too high.   

 The current charge isn’t too high.  Neither is the proposed charge.   As explained in AIC’s 

briefing, the fundamental problem with AG/CUB’s analysis is its flawed view that the Customer 

Charge can only collect the “customer-related cost” of service.  (AIC Br. 153-155; AIC Reply Br. 

74-76.)  The Commission has never restricted cost recovery for fixed class customer charges to 

those costs allocated on per customer basis to that class.  (Id.)  And it hasn’t for good reason: a 

utility’s fixed costs of service exceed the costs that are allocated to classes based on customer 

count.  AG/CUB’s suggestion that certain costs allocated to the residential class based on 

demand have to be recovered through a variable charge is without merit.  AIC is not ignoring 

customer demand in establishing cost-based rates; current rate design relies heavily on kWh use 

to allocate class revenue.  (AIC Br. 155.)  The majority of AIC’s costs of providing service, 

however, even if allocated on the basis of demand, are fixed costs.  Fixed costs should be 

recovered through fixed prices.  The value of a fixed distribution asset, the cost of operating and 

maintaining that asset – these are costs that do not vary based on the customers’ monthly kWh 

usage.  (Id. 154.)  

 The Commission has recognized “the importance of recovering fixed costs predominantly 

through fixed charges.”  Commonwealth Edison, Order, Docket 10-0467 (May 24, 2011), p. 232.  

It has recognized that an important step in developing cost-based charges is “to properly align 

the fixed and variable portions of [a utility’s] delivery rates with the fixed and variable costs [the 

utility] incurs to provide delivery service.”  Id.  In AIC’s last rate case, the amount of allocated 
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delivery service charges recovered through the DS-1 Customer and Meter Charges was modified 

to better align fixed charges with fixed costs.  Order, Docket 09-0306 – 09-0311(cons.) (Apr. 29, 

2010), p. 283.  In ComEd’s last rate case, the Commission allowed recovery of 50% of its 

residential delivery service requirement through fixed charges.  Order, Docket 10-0467, p. 232.  

AIC’s proposed rate design here is no different. 6 

 In a last ditch effort, AG/CUB suggests that the Commission can incorporate findings for 

AIC’s electric rate design from the proposed order from another docket for a different utility, 

North Shore/Peoples. That a proposed order in the North Shore/Peoples current gas rate case 

rejected the utilities’ proposed increase to the residential customer charge based on the record in 

that case is completely irrelevant to what the Commission should do in this docket for AIC (as 

will also be pointed out below in response to similar claims by the AG on the gas customer 

charge).  AG/CUB did not even provide any evidence of “unfair” bill impacts in this proceeding.  

The record here for this electric utility supports the proposed increase in the DS-1 Customer 

Charge.  It is improper for AG/CUB to make an 11th hour argument based on the record in a 

different proceeding for a different utility.  And it would be improper for the Commission to 

incorporate the proposed order’s findings from the North Shore/Peoples docket in this 

proceeding.    

                                                 

6 AG/CUB’s argument that AIC’s proposed DS-1 Customer Charge would move “further out of line” with 
Ameren Missouri’s Customer Charge should be given no weight.  AG/CUB did not offer any testimony comparing 
the residential customer charges between Ameren Illinois and Ameren Missouri.  It is inappropriate to introduce 
those new opinions on brief.  More importantly, the comparison is irrelevant.  These are different utilities operating 
under different regulatory systems (Illinois distribution versus Missouri integrated).  To suggest all operating 
companies under the Ameren umbrella (or any parent company) should have similar fixed charges, regardless of the 
regulatory scheme, customer base and utility infrastructure, is not only unsupported by testimony; it is improper 
absent a showing of comparability.  Antioch Milling Co. v. Public Serv. Co. of N. Ill., 4 Ill.2d 200, 210 (1954) 
(holding that evidence on the rates charged by other utilities should be disregarded where the party proffering the 
evidence failed to show “that the [utilities’] conditions of service were comparable”) 
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 The Commission should accept the Proposed Order’s findings that AIC’s electric rate 

design and pricing proposals should be accepted.  AG/CUB’s exceptions should be rejected. 

P. ALJPO SECTION IX.C.1 (Gas), “GDS-1 Customer Charge” (ALJPO, pp. 
215-216.) 

Response to AG/CUB/AARP Exception 5 

The ALJPO correctly finds AIC’s proposal to recover through its residential customer 

charge 80% of the fixed costs of serving residential customers to be consistent with the 

Commission’s established policy, and finds AG/CUB’s opposing proposal contrary to that policy.  

(ALJPO, p. 215.)  It also finds AIC properly accounted for fixed versus variable costs in serving 

those customers, and properly considered those costs in calculating its proposed GDS-1 and 

GDS-2 customer charge.  (Id.)  Nevertheless, AG/CUB continues to oppose AIC’s proposal and, 

accordingly, advocates rejection of the ALJPO’s findings in this regard.  (AG BOE, pp. 14-17.)  

Noticeably absent from AG/CUB’s argument in support of its position, however, is any reference 

to the Commission’s established policy or a discussion of why such policy should be disregarded.  

It should not.  The Commission should adopt the ALJPO’s findings regarding AIC’s proposed 

GDS-1 and GDS-2 customer charge. 

As explained in AIC’s Initial Brief (p. 159) and Reply Brief (p. 80) and acknowledged by 

the ALJPO (p. 215), the Commission has an established policy of permitting recovery of a 

greater portion of fixed delivery services costs through the customer charge.  See Central Illinois 

Light Co., et al., Order, Docket 07-0585 – 07-0590 (cons.) (Sept. 24, 2008), p. 237 (80% of fixed 

delivery services costs recoverable through customer charge); Central Illinois Light Co., et al., 

Order, Docket 09-0306 – 0311 (cons.) (Apr. 29, 2010), pp. 260-61 (same); Nicor Gas Co., Order, 

Docket 08-0363 (Mar. 25, 2009), pp. 90-91 (same); Commonwealth Edison Co., Order, Docket 
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10-0467 (May 24, 2011), p. 232; Illinois-American Water Co., Order, Docket 07-0507 (July 30, 

2008), p. 122; Illinois-American Water Co., Order, Docket 09-0319 (Apr. 13, 2010), p. 169.  

Notably, in AIC’s 2007 rate case, the Commission directed AIC to modify its GDS-1 and GDS-2 

customer charge to account for 80% of the cost of delivering service to those customers,  and it 

ordered “that the approved ratio of fixed costs recovered from the customer charge and 

volumetric rate must remain in place until at least December 2012.”  Central Illinois Light Co., 

et al., Order, Docket 07-0585 – 07-0590 (cons.) (Sept. 24, 2008), pp. 237, 238 (emphasis added).  

Accordingly, in this proceeding, AIC proposed to continue recovering 80% of its fixed delivery 

services costs through the GDS-1 and GDS-2 customer charge.  (Ameren Exs. 13.0G Rev. 

(Althoff Dir.), pp. 14, 18; 13.7G.)  Staff agrees with that proposal (ICC Staff Ex. 31.0, p. 16), but 

AG/CUB opposes it (AG BOE, pp. 14-17).  Yet, in defending its opposition and asking the 

Commission to reject the ALJPO’s finding in this regard, AG/CUB simply ignores the 

Commission’s established policy and prior directive.  (See generally AG BOE, pp. 14-17.)  

Failing to even mention such precedent, AG/CUB instead rehashes its arguments against AIC’s 

proposal.  (Id.)  All of those arguments are baseless; none warrant changing the ALJPO’s 

conclusions.  (Id.) 

First, AG/CUB argues demand-related costs account for approximately 45% of AIC’s 

total cost of serving residential customers and that AIC’s definition of “fixed” costs is “skewed.”  

(AG BOE 15-16.)  As explained in AIC’s Initial Brief and reiterated in its Reply Brief, this is 

incorrect.  (AIC Br. 160; AIC Reply Br. 80.)  The 45% of costs to which AG/CUB refers are 

capacity-related costs of service.  As explained by AIC, “capacity” costs are those costs which 

are tied to the tangible assets necessary to provide service to customers, such as gas distribution 

mains and gas storage facilities.  (Id.)  Because those costs do not vary with usage, it is 
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appropriate to recover them through a fixed pricing mechanism, the customer charge.  (Id.)  

AG/CUB’s argument ignores this. 

Next, AG/CUB argues diversity in gas consumption among customers in AIC’s 

residential classes results in diverse demands placed on the utility’s gas distribution system, 

warranting a reduced fixed customer charge.  (AG BOE, pp. 15-16.)  As explained in AIC’s 

Reply Brief, that argument ignores that, regardless of the diversity of gas consumption within a 

particular class, one thing remains constant: gas is equally available to all customers within the 

class.  (AIC Reply Br. 81.)  That aligns with customer expectations—customers expect that the 

system will be available to deliver gas when they demand it.  That availability has a cost, 

irrespective of usage, and AIC’s pricing should reflect that fixed cost.  (Ameren Ex. 33.0 Rev. 

(Althoff Reb.), p. 24.)   

  AG/CUB also argues AIC’s proposal, and, consequently, the ALJPO’s findings, 

regarding the GDS-1 and GDS-2 customer charge will result in low-use residential customers 

subsidizing high-use residential customers.  (AG BOE, p. 16.)  Yet, throughout the course of this 

proceeding, AG/CUB provided nothing to substantiate that claim.  (Ameren Ex. 50.0 (Althoff 

Sur.), p. 7.)  Nor could it.  As AIC explained in its Initial Brief, the opposite is true: AIC’s costs 

to distribute gas are fixed; the cost to provide gas service to low-use customers differs little from 

the cost to provide gas service to high-use customers.  (AIC Br. 162.)  Thus, as noted by AIC, it 

could just as easily be argued that recovery of costs through a higher volumetric charge, as 

apparently championed by AG/CUB, could result in low-volume customers subsidizing high-

volume customers.  (Id.)   

 Finally, AG/CUB contends the November 3, 2011 ALJPO in Docket 11-0280 - 0281 

(cons.) (the final order has yet to issue) supports AG/CUB’s position because that proposed order 
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did not approve an increase in the utilities’ fixed residential customer charges.  (AG BOE 17 

(quoting North Shore Gas Co., et al., Proposed Order, Docket 11-0280 – 0281 (cons.), p. 187).)  

AG/CUB’s reference to the ALJPO in that docket is not appropriate.  The ALJPO’s conclusion 

on rate design in Docket 11-0280 – 0281 (cons.) does not represent a final determination by the 

Commission.  The utilities in that case have taken exception to it and requested oral argument on 

rate design.  Moreover, as discussed above with respect to the DS-1 customer charge, the facts 

and circumstances of that case are different from this case.  For example, unlike AIC, the utilities 

in Docket 11-0280 - 0281 (cons.) requested a 45% increase in their residential customer charges 

over the current customer charges.  (Id., pp. 182-83.)  Thus, that docket also is distinguishable.   

 The majority of AIC’s gas delivery costs—97%—do not vary with consumption, and 

thus are “fixed” costs.  Thus, it is appropriate to recover them through a corresponding pricing 

mechanism such as the GDS-1 and GDS-2 customer charge proposed by AIC in this proceeding, 

agreed to by Staff, and found by the ALJPO to be just and reasonable.  (AIC Br. 159; ALJPO, p. 

216.)  The Commission should reject AG/CUB’s arguments to the contrary and adopt the 

ALJPO’s findings in this regard. 

Q. ALJPO SECTION X.B.1, “Rider-TBS—Transportation Banking Service” 
(ALJPO, pp. 246-248.) 

Response to Staff 

The Commission should reject the Staff positions regarding the linkage of Rider TBS 

Critical Day (CD) rights to 2.2% of each transportation customer's Bank Limit.  (ICC Staff BOE, 

pp. 31-33.)  As discussed below, Staff now positions itself to make claims and arguments that 

have not been vetted.  It would be irresponsible to give any credence to these positions now, at 

the 11th hour.  Therefore, Staff’s position should be rejected.  
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CD declarations are designed as the last opportunity to maintain system integrity.  (See 

Ameren Ex. 34.0 (Eggers Reb.), p. 11.)   Staff’s position essentially creates rights that are greater 

on a CD than on a standard operating day.  (AIC Br. 178; Ameren Ex. 51.0 Rev. (Eggers Sur.), p. 

12.)  Staff’s proposal thus eliminates the benefit of a CD declaration by giving transportation 

customers greater access to storage on CD than a normal operating day.  This is by definition and 

application, illogical.   

Moreover, a transportation customer's CD rights that are tied to MDCQ rather than DCN  

provides the customer with access to AIC's critical assets regardless of how much gas that 

customer brings into AIC’s system (i.e., their nomination).  (Ameren Ex. 51.0 Rev., p. 12.)   

Tying a transportation customers CD rights to their nomination requires them to provide gas to 

the system on the day(s) when it is absolutely necessary for system integrity.  (Id., p. 13.)  

Conversely, allowing these customers CD access based on MDCQ minimizes the amount of 

supply that they would have to nominate, which is completely at odds with balancing system 

integrity on the day AIC needs them to match nominations to usage.  (AIC Br. 182; Ameren Ex. 

51.0, pp. 12-13.)    

As a result, Staff’s proposed exceptions  require AIC to provide a level of CD supply to 

transportation customers greater than its current tariff.  AIC would be required to purchase 

additional leased storage which is paid for by sales customers.  (AIC Br. 179.)  This creates an 

instant subsidy as sales customers pay for assets which are needed purely for service to 

transportation customers.  (Id.)  Moreover, Staff’s Brief can be read as supporting s AIC’s 

exceptions to the ALJPO, which propose that the ALJPO adopt the Equitable Method.  In stating 

“[t]he combination of the single charge and the fixed CD rights leaves a hole that allows 

transportation customers excessive withdrawal rights relative to what they pay,” Staff is 
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acknowledging that the single charge is not appropriate.   (Staff BOE, p. 29.)  Instead, use of the 

Equitable Method is the appropriate response, a it allocates the appropriate cost to the first day of 

bank.   

What is Staff’s reasoning to permit their broadening of CD rights to those granted to 

Nicor customers?  Staff merely alludes to a possibility of reduced CD requirements based on the 

potential elections made by transportation customers.  (Staff BOE, pp. 29-30.)  Staff refers to 

AIC’s discussions about current market conditions and bank usage data, but disregards the 

potential for market conditions to return that value of the storage, to the extent transportation 

customers would be economically incented to subscribe to all available bank capacity.  (Id.)  In 

the end, Staff’s position, never tested during the case, is flawed and should be disregarded. 

Staff’s BOE also characterizes Staff’s position regarding operational comparability of 

AIC and other Illinois gas utilities as a question of whether the systems are “sufficiently” 

comparable to warrant imposition of the same tariff provisions.  (Staff BOE, p. 28.)  Staff now 

says that the record in the case “demonstrates that these systems are similar.”  (Id..)  This is not 

the case. Staff hasn’t even attempted to prove comparability with respect to proximity of major 

gas hubs, pipeline access, storage field access and capacity, or weather issues or differences. In 

fact, the operational differences are significant (and Staff agrees they exist (Tr. 529)).  As AIC 

explained in briefing (AIC Br. 176-78) and as was clear on the record, Nicor provides service to 

over two million natural gas customers in a geographic area roughly half the size of Ameren 

Illinois’s service territory, which serves less than 900,000 customers. Nicor's transmission and 

distribution networks have a much greater degree of interconnection and integration, offering 

greater flexibility in moving gas across its’ entire system (as Staff witness Sackett admits (Tr. 

528-29.)).  Nicor's Chicago area service territory is also home to one of the largest natural gas 
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transmission hubs – and Staff agreed taking gas from the Chicago hub presented an operational 

difference for customers taking gas in the Chicago area as compared to downstate customers.  

(Tr. 529.)  Further, Nicor owns and operates eight storage fields with an annual capacity of 

nearly 135 Bcf while Ameren Illinois owns and operates 12 fields with a capacity of only 25 Bcf.  

(Ameren Ex. 34.0, p. 3.)  Six of Ameren Illinois’s smaller storage fields are largely constrained 

by the distribution system to serve only a small subset of its gas customers.  (Id.; Tr. 535-37.)  

Many of Ameren Illinois’s customers are served by distributions systems with no access to any 

Ameren Illinois storage field. AIC’s gas system is less interconnected and is not integrated.  (Tr. 

529.)  These operational differences hamper AIC’s ability to move gas supplies.  (Ameren Ex. 

51.0 Rev., p. 6.)  Thus, Staff’s continued arguments regarding operational comparability should 

be rejected. 

AIC notes that it does not object to Staff’s exceptions regarding the Unsubscribed 

Banking Capacity Charge (UBCC). 

R. ALJPO SECTION XI, “Proposed Small Volume Transportation Program” 
(ALJPO, pp. 265-267.) 

 Response to Retail Gas Suppliers (“RGS”) 

RGS recommends inserting a number of additional ordering paragraphs, restating the text 

of the Proposed Order.  (RGS BOE, pp. 2-3.)  First, the insertions are not necessary and 

redundant.  The Commission’s Final Order, and the Proposed Order, contains numerous findings 

of fact and recommendations.  Most of them are never included as additional findings in the 

manner being proposed by RGS.  It is simply unnecessary.  Second, as fully explained in its 

Brief on Exceptions, AIC disagrees with the recommendation that a tariff be filed 45 days after 

completion of the workshops.  (AIC BOE, p. 59.)   A tariff filing at that juncture is premature. 
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 Response to Staff 

 AIC supports the arguments put forth by the Staff in the Commission Conclusion portion 

of its Brief on Exceptions, with the exception of Staff’s position on workshops.  (Staff BOE, pp. 

35-38.)  The record evidence also supports Staff’s arguments.  RGS has not demonstrated the 

proposed retail gas choice program will be a net benefit to utility customers.  (Staff BOE, p. 35.)  

RGS did not show that customers will pay lower prices for gas.  (Id.) The ORMD report will 

provide the Commission with a platform to investigate all aspects of retail gas choice programs.  

(Id.)     

However, Staff argues that workshops should not drive the process and are not necessary 

should the Commission order AIC to file tariffs at the end of this rate case.  (Staff BOE, p. 36.)  

AIC disagrees.  It is possible the Commission could order workshops that would parallel the 

ORMD report.  It is AIC’s contention, however, that to require a retail gas choice tariff to be 

filed at the conclusion of the workshops is premature.  Not only is it premature, but practically 

could not be done for reasons set forth in AIC’s Brief on Exceptions.  (AIC BOE, pp. 59-61.)  
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