
STATE OF ILLINOIS 
ILLINOIS COMMERCE COMMISSION 

 
AMEREN ILLINOIS COMPANY   ) Docket No. 11-0282 
       ) 
Proposed general increase in gas delivery ) 
service rates.      ) 
 

 
MOTION TO CORRECT AIC’S REVISED POST-EXCEPTIONS ORDER 

 
 NOW COME the Staff witnesses of the Illinois Commerce Commission (“Staff”) 

and pursuant to Section 200.190 of the Rules of Practice (83 Ill. Adm. Code 200.190) 

present this Motion suggesting corrections to AIC’s Revised Post-Exceptions Order 

(“Revised PEPO”). 

1. Ameren Illinois Company d/b/a Ameren Illinois (“AIC”) filed the Proposed General 

Increase in Electric and Gas Delivery Rates on February 18, 2011.   

2. The proposed general increase in electric delivery services was assigned to 

Docket No. 11-0279 and the proposed general increase in natural gas delivery services 

was assigned Docket No. 11-0282.  The Administrative Law Judges (“ALJs”) 

consolidated these dockets on April 8, 2011.   

3. Evidentiary hearings were held in Springfield, Illinois on September 12 through 

16, 2011.  Following the evidentiary hearings, the parties filed Initial and Reply Briefs.  A 

Proposed Order was served on November 15, 2011.  Several parties filed Briefs on 

Exceptions and Reply Briefs on Exceptions.   

4. On December 30, 2011, Public Act 97-0646 (“Act”) became effective.  Pursuant 

to the Act, AIC filed a formula rate tariff with the Commission, and a notice of its 

withdrawal of Docket No. 11-0279.  On January 4, 2012, the ALJs issued a ruling 
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severing Docket No. 11-0279 from Docket No. 11-0282.  On January 5, 2012, the 

Commission issued an order dismissing Docket No. 11-0279 with prejudice. 

5. Pursuant to the ALJs order, on January 4, 2012, AIC filed its Revised PEPO 

which endeavored to reflect those portions of the record and decision applicable only to 

gas issues. 

6. In its review of the Revised PEPO, Staff has discovered a number of technical 

errors, as well as proposed changes that would inappropriately remove references to 

gas issues.  Therefore, Staff requests the following changes be made to the Revised 

PEPO, and be reflected in the Commission’s Final Order. 

SUGGESTED CORRECTIONS TO THE REVISED PEPO 
 

7. On page 24 of the Revised PEPO, Section IV(B)(4)(d), Commission Conclusion, 

second full paragraph, last sentence, AIC has suggested changing the referenced 

amount of OPEB liability from $10 million to $4 million.  However, the correct figure for 

OPEB liability is $3 million.  Therefore, the sentence should be corrected as: 

AIC wants the Commission to take note of this alleged ratepayer 
deficiency and decline Staff and GCI's recommendation that nearly 
$10$4$3 million representing OPEB liability be deducted from rate base. 

  

8. On page 42 of the Revised PEPO, Section V(B)(4)(a), Merger Costs, AIC 

Position, first, second and third paragraphs, AIC has suggested certain changes.  

However, in the first sentence of the first and second paragraphs, an incorrect figure of 

$727,000 is listed for O&M savings.  The correct figure for O&M savings is $728,000.  In 

addition, the word “million” is inadvertently retained for several of the revised figures in 

the first, second and third paragraphs.   Therefore, these paragraphs should be 

corrected as follows: 
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 AIC has included in the test year revenue requirement 
approximately $7$2 million of operations and maintenance ("O&M") 
savings and $2.4$727,000 $728,000 million of O&M costs related to the 
merger of the legacy utilities on October 1, 2010, as determined through a 
comprehensive and detailed study of merger costs and benefits, the MIPO 
study. In addition, AIC has included in test year rate base approximately 
$2.6$704,000 million of capital cost savings and $942,000$235,000 of 
capital costs related to the MIPO study, which are not contested. AIC 
urges the Commission to approve recovery of all of these amounts. 
 AIC explains that its rate-making treatment reflects the amortization 
over a four-year period for the merger costs, in the amount of $2.4 
$728,000 million per year, which recognizes that savings from these 
initiatives will continue to accrue to ratepayers in future rates. AIC has 
reflected estimated test year savings from 2011 and 2012 merger 
initiatives in the 2012 test year forecast and proposes that future savings 
from merger initiatives would accrue to ratepayers in subsequent rate 
cases, net of related costs incurred to realize such savings. These 
amounts also reflect a correction to remove from the merger costs certain 
internal labor amounts, made by AIC on rebuttal. 
 AG/CUB witness Effron proposes an adjustment in the amount of 
approximately $1.65$500,000 million to remove merger O&M costs from 
the test year. The basis for his adjustment, as AIC understands it, is that 
the merger costs are entirely estimates of costs that AIC expects to incur 
in 2011 and 2012, and so it is not appropriate to reflect the amortization of 
the costs in the revenue requirement before those costs are actually 
known. AIC contends that Mr. Effron’s position appears to ignore AIC’s 
use of a future test year, and so should be rejected. Because it is utilizing 
a future test year, AIC argues that its costs are based on a projection or 
forecast of the future period. Thus, AIC contends that the use of projected 
savings for merger costs and benefits is appropriate. Further, AIC states 
that the MIPO represents a detailed study of projected merger costs and 
benefits that support the projected future costs and benefits of the merger. 
Given this study supporting the merger costs, AIC asserts that Mr. Effron’s 
position should be disregarded. Finally, even if the Commission were to 
agree with Mr. Effron, AIC claims that Mr. Effron’s adjustment has ignored 
the savings side of the equation. If costs and savings are unknown, AIC 
suggests that the appropriate remedy would be to remove from the 
revenue requirement both the test year merger costs ($1.65$500,000 
million, as proposed by Mr. Effron) and the test year merger savings of 
$7 million$2 million (as also too indefinite under his analysis). AIC states 
that this would result in an increase to AIC’s revenue requirement of 
approximately $5.35$1.5 million. 
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9. On page 109 of the Revised PEPO, Section G(2), Staff Position, first paragraph 

(continuing from page 108), AIC has suggested a change which inadvertently deletes 

the reference to Gas samples while retaining the reference to Electric samples.  This 

should be corrected to delete the reference to Electric samples while retaining the 

reference to Gas samples, as follows: 

Staff indicates that because the companies in Ms. Freetly’s Gas Gas and 
Electric samples pay dividends quarterly, Ms. Freetly employed a multi-
stage non-constant growth DCF model that reflects a quarterly frequency 
in dividend payments. 
 

 
10. On page 116 of the Revised PEPO, Section G(2)(b), CAPM, last paragraph, AIC 

has suggested the entire paragraph below be deleted: 

According to Staff, Ms Freetly illustrated the inherent volatility when 
calculating beta using only one year of data with 52-week betas for 
American Electric Power ("AEP"). Staff says the 52 week adjusted beta 
was 0.80 for 2004, rose to 1.02 for 2005 and then fell to 0.58 for 2006. 
Staff indicates that AEP’s Value Line beta, which uses 260 weekly 
observations, was 1.15 at the end of 2004, 1.20 at the end of 2005 and 
1.35 at the end of 2006. Staff believes the wide distribution of the 52-week 
beta values in three consecutive years demonstrates the inherent volatility 
in using such a short measurement period to measure beta. 

 
 This paragraph summarizes Staff witness Freetly’s counterargument to AIC 

witness Hevert’s 52 week betas, which he also used for his gas samples.  Therefore, 

this paragraph should be retained in the Commission’s Final Order. 

11. On pages 121-122 of the Revised PEPO, Section G(2)(c), Adjustments to 

Calculated ROE, last paragraph on page 121, carrying over to page 122, AIC has 

suggested that the following sentence be deleted: 

Staff says S&P states that AIC’s “excellent” business risk profile reflects its 
lower-risk pure transmission and distribution operations and is also 
affected by its ability to manage its regulatory risk. 
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 This sentence is relevant to the gas sample as AIC’s gas operations are 

“distribution”.  Therefore, this sentence should be retained in the Commission’s Final 

Order. 

12. On page 156 of the AIC Revised PEPO, Section VII(B)(1)(f), Commission 

Conclusion, second paragraph, AIC has suggested the entire paragraph below be 

deleted: 

 
As discussed above, in Docket No. 10-0517, the legacy utilities sought 

permission to do what AIC eventually did when it filed tariffs leading to the initiation of 
this rate case: AIC filed a single gas COSS and a single electric COSS for all of the 
Rate Zones combined. AIC did so even before receiving permission to do so in Docket 
No. 10-0517. To remedy this problem, the Administrative Law Judges issued on 
February 23, 2011 a deficiency letter to AIC directing it to submit the required gas and 
electric COSS for each Rate Zone. The Commission entered an Order in Docket No. 
10-0517 on March 15, 2011 consistent with the deficiency letter. AIC complied with the 
deficiency letter on March 24, 2011. The Commission understands that AIC had 
ceased tracking individual costs by Rate Zone prior to the resolution of Docket No. 10- 
0517 and therefore provided separate COSS by Rate Zone based on various allocators.  
Using such allocators is consistent with what the legacy utilities had proposed in Docket 
No. 10-0517. While it is clear that the gas and electric COSS offered in AIC's rebuttal 
testimony are an improvement over the COSS submitted with the initial tariff filing, the 
Commission can not conclude that they are without flaws. But unfortunately, no COSS 
is without flaws. 
 
  Deletion of this paragraph would remove references to the changes that were 

made to the gas COSS.  Therefore, only references to the electric COSS should be 

deleted, as follows: 

As discussed above, in Docket No. 10-0517, the legacy utilities sought 
permission to do what AIC eventually did when it filed tariffs leading to the initiation of 
this rate case: AIC filed a single gas COSS and a single electric COSS for all of the 
Rate Zones combined. AIC did so even before receiving permission to do so in Docket 
No. 10-0517. To remedy this problem, the Administrative Law Judges issued on 
February 23, 2011 a deficiency letter to AIC directing it to submit the required gas and 
electric COSS for each Rate Zone. The Commission entered an Order in Docket No. 
10-0517 on March 15, 2011 consistent with the deficiency letter. AIC complied with the 
deficiency letter on March 24, 2011. The Commission understands that AIC had ceased 
tracking individual costs by Rate Zone prior to the resolution of Docket No. 10-0517 and 
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therefore provided separate COSS by Rate Zone based on various allocators. Using 
such allocators is consistent with what the legacy utilities had proposed in Docket No. 
10-0517. While it is clear that the gas and electric COSS offered in AIC's rebuttal 
testimony are an improvement over the COSS submitted with the initial tariff filing, the 
Commission can not conclude that they are without flaws. But unfortunately, no COSS 
is without flaws. 
 

 WHEREFORE, Staff respectfully suggests that the above corrections be made to 

the Revised PEPO, and be reflected in the Commission’s Final Order. 

      Respectfully submitted, 
 
       
 
      ________________________________ 
      JANIS E. VON QUALEN 
      JAMES V. OLIVERO 
      JOHN L. SAGONE 
      Staff Attorneys 
 
      Counsel for the Staff of the  
      Illinois Commerce Commission 
January 9, 2012 
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