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DOCKET 12-0001 
EXCEPTIONS OF AMEREN ILLINOIS COMPANY 

 
The following are the Exceptions of Ameren Illinois Company (“AIC” or “Company”) to 

the Administrative Law Judges’ Proposed Order (“ALJPO”) issued in this proceeding on August 

22, 2012.  The Exceptions are discussed in the accompanying Brief on Exceptions as indicated in 

this Appendix.  Appropriate replacement language for the ALJPO related to each such Exception 

is set forth herein in blackline format.  For the reasons stated in AIC’s Brief on Exceptions, the 

Company asks that the ALJPO be revised to incorporate the replacement language contained in 

this Appendix.  
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Exception 1: ALJPO SECTION V.C.1 “Cash Working Capital”, Subsection a, 
“Pass-Through Taxes”, Subsection vi, “Commission Conclusion” (ALJPO, pp. 13-
14) should be modified as follows, as discussed in Section II.A of the 
accompanying Brief on Exceptions: 

The Commission notes that AIC is proposing a revenue lag of 34.54 days for 
pass-through taxes, specifically its EAC and MUT in relation to its CWC calculation.  
AIC suggests maintains that this finding would be is in accordance with the 
Commission's finding in Docket No. 11-0282, asserting that nothing has changed in 
AIC's handling of these pass-through taxes since Docket No. 11-0282 was decided by 
the Commission. 
 
 Staff, IIEC, AG/AARP, and CUB, however, argue that the proper revenue lag for 
these items is zero days, as these pass-through taxes are not operating revenues and 
are not included in the revenue requirement as operating revenues, but rather are funds 
provided by ratepayers.  These parties also note that a finding of zero lag days would 
be consistent with the Commission's decision in the ComEd formula rate docket, Docket 
No. 11-0721.  Staff and the other parties also contend that AIC is paying these funds in 
question earlier than required, and complain that ratepayers should not be forced to 
suffer the consequences of AIC's actions. 
 
 The Commission agrees with Staff and the other parties that the proper revenue 
lag associated with these items should be zero days.  The Commission recognizes that 
in Docket No. 11-0282 it had granted AIC revenue lag days in its CWC calculation for 
these items, and indicated that it would revisit this issue if AIC changed the manner in 
which it handled these items.  The Commission also recognizes that in ComEd's 
formula rate case, in addressing this same issue, the revenue lag days were set at zero, 
despite ComEd's reliance on Docket No. 11-0282.  The Commission believes that 
consistency between the relevant utilities in the smart grid initial formula rate dockets is 
an important consideration to take into account., however the record in this proceeding 
does not show that ComEd’s remittance practices are exactly the same as AIC’s.  Also, 
AIC has not altered its remittance practices for these items.  As a result, the Order for 
Docket 11-0282, which applies to the same utility, AIC, should be controlling  The 
Commission therefore finds that the appropriate revenue lag days for this issue should 
be zero is 34.54 days, as recommended by AIC Staff, IIEC, AG/AARP, and CUB. 
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Exception 2: ALJPO SECTION V.C.2 “ADIT – FIN 48”, Subsection f, “Commission 
Conclusion” (ALJPO, p. 43) should be modified as follows, as discussed in 
Section II.B of the accompanying Brief on Exceptions: 
 

The Commission notes that Staff and certain intervenors believe that AIC's FIN 
48 liabilities of approximately $40 million are of the same character as ADIT and should 
be deducted from rate base for the same reason ADIT is deducted from rate base; i.e., 
because ADIT represents a source of cost-free capital to the utility.  AIC suggests that 
deducting FIN 48 balances from rate base would encourage utilities to not take 
aggressive tax positions; tax positions that AIC believes are beneficial to ratepayers.  
AIC also notes that interest and penalties do not accrue on amounts that represent 
ADIT; therefore ADIT truly represents a “cost-free” source of capital; while FIN 48 
amounts are not interest free; there is a cost associated with the use of these funds.  
AIC also notes that no party advocating a rate base adjustment for FIN 48 proposes to 
include this cost in the revenue requirement.  AIC submits, however, that FIN 48 
amounts are not interest free capital supplied by ratepayers, as the tax expense would 
be the same whether or not AIC took the UTPs. 
 
 Staff recommends that the Commission accept the AG/AARP adjustment for 
ADIT-FIN 48, suggesting that these funds are indeed a cost-free source of capital for 
AIC.  Staff notes that AIC has proposed no mechanism to protect customers in case 
AIC would not have to pay the disputed amount, or pay an amount smaller than was 
reserved.  Staff suggests that the FERC guidance on this issue should be considered by 
the Commission, despite AIC's dismissal of that guidance.  Staff argues the evidence 
indicates that the evidence presented is insufficient to dismiss the FERC guidance on 
the proper inclusion of FIN 48 amounts in the ADIT balance that reduces rate base as 
reported in AIC's FERC Form 1. 
 
 The Commission notes that IIEC, AG/AARP, and CUB all put forward essentially 
the same arguments as Staff, and all recommend that the FIN 48 balances be deducted 
from rate base, suggesting that this decision is in conformity with the FERC guidance on 
FIN 48.  The Commission also recognizes that this issue does not appear to have been 
present in the ComEd smart grid docket, Docket No. 11-0721.  The Commission does 
not agrees with Staff and the intervenor's position that the FIN 48 amount represents a 
source of cost-free capital that should be reflected as a rate base deduction.  No party 
disputes the Company’s evidence establishing that interest and penalty expense must 
be accrued on FIN 48 amounts.  The Commission does not believe that AIC’s position 
provides any mechanism to protect customers while awaiting an IRS review.  The 
Commission notes that under AIC's position, if the IRS does not disallow the tax 
deduction associated with the FIN 48 reserve, customers would not receive the a 
benefit of the deferred tax resulting from the Company’s decision to take uncertain tax 
positions. Customers would receive benefits of credits in the form of a rate base 
reduction in until the first rate case after tax returns are no longer subject to IRS review 
and adjustment.  The Commission will therefore declines to adopt for this proceeding 
the proposal to reduce rate base to reflect the FIN 48 balances of $35,695,000 for the 
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federal and $7,993,000 for the state, net of the total expected payments on FIN 48 of 
$4,070,000, for a net reduction of $39,618,000. 
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Exception 3: ALJPO SECTION V.C.3 “ADIT – Projected Additions”, Subsection f, 
“Commission Conclusion” (ALJPO, pp. 51-53) should be modified as follows, as 
discussed in Section II.C of the accompanying Brief on Exceptions: 
 

The Commission notes that in establishing initial formula rates, Section 16-
108.5(c)(6) of the Act requires adjustments to the FERC Form 1 data to reflect 
"projected plant additions and correspondingly updated depreciation reserve and 
expense for the calendar year in which the tariff and data are filed."  AIC contends that 
while no party disputes that the adjustments for projected plant additions, depreciation 
reserve, and depreciation expense are appropriate, Staff and intervenors argue that in 
addition to adjusting projected plant and depreciation reserve and expense, the Act also 
requires an adjustment to rate base to reflect ADIT generated by 2011 and 2012 plant 
additions.  AIC contends that this is incorrect, and that the Act only requires adjustments 
to three specific Form1 inputs: projected plant additions, depreciation reserve, and 
depreciation expense. 
 
 Staff recommends that the Commission adjust the balance of ADIT to reflect the 
estimated ADIT that will be generated by 2011 and 2012 plant additions.  Staff notes 
that AIC's position was rejected in Docket No. 11-0721, and suggest that the facts and 
the law are no different in this case.  Staff claims that it would be unreasonable for the 
AIC formula rate, which is based upon the same statute as ComEd's, to contain a 
different conclusion on the same issue.  IIEC likewise recommends updating ADIT for 
2011 and 2012 plant additions, arguing that to ignore ADIT would significantly overstate 
AIC's actual cost of service and would produce unreasonable rates.  AG/AARP and 
CUB similarly urge the Commission to follow the precedent set in Docket No. 11-0721, 
and to update ADIT to reflect 2011 and 2012 plant additions.   
 
 The Commission agrees with Staff and intervenors and finds that it would be 
appropriate to incorporate in this Order a portion of the relevant conclusion from the 
Order in Docket No. 11-0721: 
 

. . . However, the statute is silent altogether with regard to ADIT and with 
regard to many other items that all agree must be included in, or deducted 
from, rates. If the Commission were to ignore ADIT on ComEd’s plant 
investments, we would be ignoring basic accounting principles and 
appellate precedent. (See, Ameren Illinois Co. v. Ill. Commerce Comm., 
2012 IL. App. (4th) 100962 at 31, 2012 Ill. App. LEXIS 175 (4th Dist. 
2012), determining, with regarding to an ADIT adjustment to Ameren’s 
rate base, that Section 9-211 of the Public Utilities Act requires that rate 
base cannot exceed the investment value that a utility actually uses to 
provide utility services.).  
 
 ADIT, a derivative adjustment that is caused primarily by plant 
additions, is a source of revenue for a utility. Because federal tax laws 
regarding 2011 allow businesses like ComEd, currently, to depreciate 
plant additions at 100%, ComEd has use of funds now that it would not 
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have otherwise normally have had access to without borrowing or other 
forms of financing. In effect, ignoring this windfall to ComEd would be to 
allow ComEd an interest-free loan at the ratepayers’ expense for several 
months. It also would artificially increase rates until the time when a final 
order in the 2011 reconciliation docket takes place. It cannot have been 
the intention of the General Assembly, when enacting Section 16-108.5, to 
allow this statute to artificially raise rates for several months. In fact, this 
statute provides that the performance-based formula rate shall:  
 

Reflect the utility’s actual capital structure for the applicable 
year, excluding goodwill, subject to a determination of 
prudence and reasonableness consistent with Commission 
practice and law.  

 
(220 ILCS5/16-108.5(c)(2))  
 
(May 29, 2012 Order at 59-60) 

 
 As the Commission found in Docket No. 11-0721, it is appropriate under the facts 
presented in this docket to update the ADIT balances as requested by Staff and the 
intervenors.  The Commission finds that the adjustment quantified by AG/AARP, 
$107,990,000, which amount it appears AIC did not contest as incorrect, is the 
appropriate adjustment to be adopted on this issue.  
 
 The Commission agrees with AIC and finds Section 16-108.5(c)(6) expressly 
requires only two updates corresponding to the adjustment for additions to projected 
plant—one for depreciation reserve and one for depreciation expense.  There is no 
required corresponding update to ADIT, and the Commission presumes the legislature 
was well aware it could have required such an adjustment, but did not. Regardless, the 
Commission agrees with AIC that the use of actual costs and the reconciliations 
required by the EIMA moot any concern that rate base will be over- or under-stated by 
not adjusting projected plant for ADIT.  In sum, based on the record of this proceeding 
and the plain language of Section 16-108.5(c)(6), the Commission declines to adopt the 
adjustment to ADIT proposed by Staff and Intervenors. 
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Exception 4: ALJPO SECTION V.C.4 “Accrued Vacation Pay as Operating 
Reserve”, Subsection e, “Commission Conclusion” (ALJPO, pp. 58-59) 
should be modified as follows, as discussed in Section II.D of the accompanying 
Brief on Exceptions: 

The Commission notes that vacation pay is an accrued expense recorded on a 
company balance sheet, which accrual represents the liability existing on the company 
books associated with vacation time earned by employees.  Like other accrued 
expenses, it appears that AIC notes that the expense is recorded for employee services 
before compensation is paid, and as a result, there is a lag between the time vacation 
pay is accrued and the time the expense is paid. 
 
 It appears to the Commission that Staff, AG/AARP and CUB each seek to deduct 
the amount of the accrued vacation pay at 2010 year-end from rate base.  AIC asserts 
that it properly reflected vacation pay in its CWC calculation.  AIC submits that it 
properly included the ADIT balance in rate base without making a deduction for the 
accumulated liability balance.  AIC notes that the Commission does not have a long 
history of making this adjustment, indicating that in AIC's last gas rate case, Docket No. 
11-0282, and AIC's last combined rate case, Docket Nos. 09-0306 et al. (Cons.), the 
Commission did not make a deduction to rate base in the amount of the accrued liability 
for vacation pay.  While AIC recognizes that the Commission did adopt this adjustment 
in ComEd's smart grid docket, Docket No. 11-0721, AIC urges the Commission to find 
that the record in this proceeding demonstrates that the accrued liability is not a free 
source of ratepayer supplied funds that must be deducted from rate base. 
 
 Staff appears to have originally proposed an adjustment different from the 
various Intervenors on this issue; however, in its Briefs it appears that Staff now 
supports the proposed adjustment of AG/AARP on accrued vacation pay.  Staff notes 
that a similar adjustment was proposed and adopted in Docket No. 11-0721, and Staff 
indicates that it is not aware of any differences between the facts in the two dockets that 
would warrant a different regulatory treatment. 
 
 AG/AARP argue that AIC's accrued liability for vacation pay should be treated as 
an operating reserve, an expense that has been accrued but not yet paid, and deducted 
from rate base.  AG/AARP also assert that AIC's rate base must be modified to correctly 
reflect the tax effects of the operating reserve balance that has been deducted from rate 
base.  The Commission notes that AG/AARP believe the appropriate treatment of AIC’s 
accrued vacation pay results in a deduction to rate base of $11,159,000 (operating 
reserve for an expense item that has accrued but not yet paid) plus $547,000 (the 
difference between AIC’s deferred tax debit balance and the proper deferred tax debit 
balance), for a total rate base deduction of $11,706,000. 
 
 CUB opines that the basic matching principal requires that if the related ADIT 
debit balances are included in rate base, then the accrued liabilities giving rise to those 
deferred balances should be included in the operating reserves deducted from rate 
base.  CUB notes the Commission addressed this same issue in Docket No. 11-0721, 
with that the Commission ultimately concluded that the accrued vacation is a source of 
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funds (i.e., a source of capital) for the utility and should be reflected as a reduction to 
rate base.  CUB submits that no evidence has been presented in this docket to 
conclude otherwise; therefore the Commission should adopt CUB's proposed 
adjustment of $13.205 million. 
 
 The Commission finds that the AIC’s proposed adjustment of AG/AARP, as 
endorsed by Staff, to reflect the longer lag between accrual and payment of vacation 
expense results in the proper ratemaking treatment of this item. As AIC points out, 
although AG/AARP and CUB contest the Company’s adjustment as insufficient, those 
parties fail to offer a corresponding revised payroll expense lead adjustment.  AIC’s 
adjustment reflects adherence to accounting and ratemaking principles related to 
vacation pay and is appropriate. It appears to Although the Commission that there is no 
discernible difference between this proceeding and recognizes it did adopt Intervenors’ 
adjustment in Docket No. 11-0721, the Commission finds the record in this proceeding 
demonstrates that the accrued liability is not a free source of ratepayer supplied finds 
that must be deducted from rate base. that would properly result in disparate rate 
making treatment of the same item between the two dockets.  The Commission 
therefore adopts AG/AARP AIC's position proposed adjustment that results in a total 
deduction to rate base of $11,706,000. 
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Exception 5: ALJPO SECTION V.C.5 “Account 190 Assets – Unamortized ITCs”, 
Subsection e, “Commission Conclusion” (ALJPO, pp. 64-65) should be modified 
as follows, as discussed in Section II.E of the accompanying Brief on Exceptions:  

 
e. Commission Conclusion 

 
* * * 

 
The Commission agrees with AIC AG/AARP and CUB as to the appropriate 

treatment of this item.  For the reasons set forth by AIC AG/AARP and CUB, the 
Commission finds that the proposed adjustment they the Intervenors suggest is 
asymmetrical, inappropriate, and it will be rejected adopted for purposes of this 
proceeding.  
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Exception 6: ALJPO SECTION VI.B.1 “Section 9-227 Donations/Charitable 
Contributions”, Subsection c, “Commission Conclusion” (ALJPO, pp. 77-79) 
should be modified as follows, as discussed in Section II.F of the accompanying 
Brief on Exceptions: 

At issue here is not whether AIC may make donations to any organizations.  AIC 
is free to make donations to any organization it chooses.  At issue is whether or not 
ratepayers should reimburse AIC for the donations it chooses to make.  Section 9-227 
of the Act addresses when such expenses are recoverable from ratepayers.  Staff 
recommends disallowing $72,000 that it believes is ineligible under Section 9-227 for 
recovery from ratepayers.  AIC disagrees with these Staff adjustments. 
 
 The Commission has addressed this issue in prior rate orders.  As noted above, 
the Commission recently initiated Docket No. 12-0457 to develop the rules on this issue 
that it deemed necessary after examining the issue in ComEd's first formula rate docket.  
Those rules are far from completion and the Commission must address this issue as 
part of resolving this docket. 
 
 Section 9-227 recognizes four categories of recoverable donations.  The 
Commission agrees with Staff that it is generally understood what is meant by 
"scientific," "religious," and "educational."  The Commission attempted to clarify in 
Docket No. 11-0721 what is meant by the fourth "public welfare" category when it 
described "public welfare" as "contributing to the general good of the public." (May 29, 
2012 Order at 98)  In doing so, the Commission also stated, 
 

The Commission agrees with CUB/City’s observation that a strict 
interpretation of the statute helps to ensure a more reasonable level of 
contributions is recovered from ratepayers.  However, at this time, Staff 
and CUB/City have not given details as to how their recommendations 
would ensure that ratepayer funds are donated to charities that adequately 
serve ratepayers. (Id.) 

 
Staff appears to have taken the Commission's concerns over the lack of details 
seriously and now advances an argument based on Section 501(c)(3) of the IRC.  
Reliance on Section 501(c)(3) as Staff recommends would provide clarity as to when a 
donation made for the "public welfare" would be recoverable from ratepayers.  The 
Commission finds Staff's Section 501(c)(3) filter to be a practical solution to the problem 
at hand.   
 

The Commission believes there are several problems with Staff’s position, 
however.  Initially, the Commission notes term “public welfare” only means contributing 
to the general good of the public.   There has been no showing in this proceeding that 
this is incorrect.  As such, Staff’s contrary, more narrow interpretation is not supported 
by the record.  In addition, the federal tax code is not the standard for determining what 
contributions to include in rates under Illinois law—Section 9-227 is.  That section does 
not limit cost recovery for donations based on the recipient’s tax-exempt status, or for 
that matter, whether the donation is tax deductible to the donor.  For Staff’s reading to 
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be reasonable, one would have to assume that the General Assembly intended “for the 
public welfare” to mean “to organizations that are tax exempt under Section 501(c)(3).”  
But those words appear nowhere in the statute, nor should they be grafted on to it. 
Many organizations, including those that promote community and economic 
development, contribute to the general good of the public. Those organizations just 
serve a public need that is different from serving the needy and the poor.  Without more, 
the Commission cannot say that AIC’s donations to such organizations do not serve the 
“public welfare.”  The Commission therefore declines to adopt Staff’s adjustment to 
disallow donations to community and economic development organizations. 
 
 While AIC correctly points out that Section 501(c) of the IRC identifies other 
types of tax exempt organizations, such as those described in Section 501(c)(6), the 
Commission is concerned about the nature of some such organizations in this context.  
Specifically, Section 501(c)(6) organizations are not limited in the same way as Section 
501(c)(3) organizations in the areas of political and legislative lobbying activities.  To 
allow AIC to recover from ratepayers expenses stemming from donations to 
organizations that lobby for political candidates and/or positions that may or may not be 
adverse to ratepayers is not appropriate.  Accordingly, for purposes of this proceeding, 
the Commission will adopt Staff's position interpreting and applying the "public welfare" 
provision of Section 9-227 of the Act.  To be clear, the Commission does not mean to 
suggest that this outcome must necessarily follow in Docket No. 12-0457.  The outcome 
of that rulemaking proceeding will be based on the record therein. 
 
 As for the IHSA contribution, no party disputes that the IHSA is a Section 
501(c)(3) organization.  Nor does any party dispute that the contribution was made in 
furtherance of the state football playoffs.  Under these facts, the Commission can not 
consider this contribution as being for an educational purpose.  But as a Section 
501(c)(3) organization, AIC's donation seems recoverable under Staff's filter for 
recoverable "public welfare" donations.  Other than being related to sports, the 
Commission is not certain why Staff seeks to disallow the donation to this Section 
501(c)(3) organization.  While the money at issue could arguably be put to better use 
helping those in need, in the absence of a better reason for this apparent exception to 
its own Section 501(c)(3) filter, the Commission is not convinced of the merit of Staff's 
adjustment for the IHSA donation.  Accordingly, Staff's adjustments for charitable 
contributions are accepted except for that concerning the IHSA. 
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Exception 7: ALJPO SECTION VI.B.2 “Account 909”, Subsection e, “Commission 
Conclusion”, Subsections i – iii, “Brand Related Expenses”, “e-Store Costs”, and 
“Signage Costs” (ALJPO, pp. 88-91) should be modified as follows, as discussed 
in Section II.G of the accompanying Brief on Exceptions: 
 

For purposes of resolving the issues concerning Account 909, the most relevant 
portions of Section 9-225 are arguably subsections (1)(c) and (1)(d).  For ease of 
reference in discussing these issues, these subsections read as: 
 

(c) "Promotional advertising" means any advertising for the purpose of 
encouraging any person to select or use the service or additional service 
of a utility or the selection or installation of any appliance or equipment 
designed to use such utility's service; and 
 
(d) "Goodwill or institutional advertising" means any advertising either on a 
local or national basis designed primarily to bring the utility's name before 
the general public in such a way as to improve the image of the utility or to 
promote controversial issues for the utility or the industry. 

 
i. Brand Related Expenses 

 Despite AIC's arguments to the contrary, tThe Commission is not convinced that 
AIC's brand related expenses are recoverable expenses.  The types of activities that 
Staff and the intervenors describe are generally consistent with marketing efforts that 
fall under subsections (1)(c) and (1)(d) of Section 9-225.  How, for example, having 
customers pay for the development of the phrase "Focused Energy.  For Life.", which is 
used in both Missouri and Illinois, benefits customers as AIC contends is unclear to the 
Commission.  Nor is it clear to the Commission why notice of the name change could 
not be handled through bill inserts, signage, websites, and call centers despite AIC's 
argument that such an effort could not be handled through such usual customer 
contacts.  Moreover, the suggestion that such branding expenses are apt to continue in 
the future conflicts with AIC's assertion that the branding study was necessary in light of 
the legacy companies merger.  For these and the reasons described by Staff and the 
intervenors, the Commission finds that AIC's brand related expenses should not be 
recovered from ratepayers.  Staff, AG/AARP and CUB’s recommended disallowance of 
AIC’s “brand” related expenses is rejected.  For the reasons stated by AIC, the 
Commission finds their reliance on Docket No. 04-0779 is inapposite. The Commission 
has not previously disallowed similar customer education expenses from AIC’s revenue 
requirement, and it declines to do so here.  The evidence demonstrates the “brand” 
related expenses were incurred in an effort to assist customers in identifying their 
service provider and in better understanding that the repercussions of the merger of the 
legacy utilities would not impact the performance, reliability or safety of the service they 
received.  The record also shows that AIC had good reason to spend the funds to 
conduct this effort: the prior instances of customer and media confusion, coupled with 
the transition from the three legacy utilities to one operating company, justify the 
expense.  These types of costs are recoverable advertising expenses and they are 
approved. 
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 According to AIC Ex. 26.1, the total costs associated with the study of the 
Ameren brand that was allocated to AIC is $717,626.  That portion attributable to AIC's 
electric operations, or 60%, amounts to $430,576.  Of this amount, 93.41% is allocable 
to AIC's delivery service (as opposed to transmission), which equals $402,201.  
Therefore, $402,201 shall be disallowed for AIC's brand related expenses. 
 

ii. e-store Costs 

 The Commission has considered the parties' arguments concerning AIC's e-store 
expenditures.  Although there is certainly nothing inappropriate about providing 
employees with a means to purchase company branded products, the Commission is 
troubled by AIC's premise that ratepayers should pay to stock the shelves.  AIC's 
arguments do not persuade the Commission that the availability of such branded 
products for the purposes identified by AIC provide sufficient benefit to customers to 
warrant their payment of the expenses.  Nor can there be any argument that the 
availability of branded products to employees is necessary for the provision of electric 
service.  Rather, such branded products are more appropriately considered an element 
of goodwill advertising.  For these and the other reasons set forth by Staff and the 
intervenors, the Commission concludes that an adjustment should be made disallowing 
AIC's e-store costs.  Additionally, it is not clear how AIC accounts for sales from its e-
store.  Although this observation is independent of the decision on this issue, the 
Commission professes some concern over what may be double recovery for the same 
e-store expenses.  It declines to adopt Staff, AG/AARP and CUB’s adjustment to 
remove AIC’s “e-store” costs.  The evidence demonstrates AIC’s restocking the e-store 
with AIC merchandise was intended to reward Company employees, use AIC 
merchandise for Company events, and allow AIC employees a medium for purchasing 
such products.  The Commission finds these are justifiable operating practices.  The 
Commission also finds that CUB failed to provide record support for its theory that it is 
possible that AIC is seeking double recovery for these expenses by virtue of the fact 
that a non-accountant Company witness did not know how e-store purchases were 
recorded and reflected in the revenue requirement.  The Commission concludes AIC’s 
“e-store” costs are reasonable and they are approved. 
 
 The adjustment for this disallowance is $88,397.  This amount is calculated by 
multiplying the total AIC portion of the e-store costs from AIC Ex. 26.1 by 60% to 
determine the portion attributable to AIC's electric operations ($157,721 x 60% = 
$94,633).  The resulting amount is then multiplied by 93.41% to determine the amount 
allocable to AIC's electric delivery service operations ($94,633 x 93.41% = $88,397). 
 

iii. Signage Costs 

 Upon choosing to merge the legacy utilities, Ameren had at least three options 
regarding signage.  One option would have been to retain the existing signage and only 
replace them when wear and tear warranted their replacement.  At that point AIC could 
have sought recovery of its expenditures in rates.  A second option would have been to 
replace the signage immediately following the merger and not include the expenses to 
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do so in rates.  A third option, the one which AIC chose, would have been to replace the 
signage immediately following the merger and seek recovery of the expenses in rates.  
AIC chose the third option because it believes its signage expenses are reasonable 
expenses recoverable under Section 9-225 of the Act. 
 
 The Commission recognizes the importance of properly identifying company 
property and messages to the public.  No party disputes that customers paid for the pre-
merger lobby sign, vehicle magnets, and billboards through earlier rates.  Nor does any 
party question whether such earlier expenditures and the recovery thereof were 
appropriate.  But Staff rejects the idea of making customers pay for such items again 
simply because Ameren chose to merge its three Illinois operating utilities.   
 

The Commission declines to adopt Staff’s adjustment here.  It is not reasonable 
to deny AIC recovery of the costs to replace signage necessary to properly identify the 
Company or signage that promotes energy safety and efficiency messages.  Just as 
signage must be replaced due to wear and tear, it must be replaced when changed 
circumstances cause it to be outdated and misleading. Moreover, Staff’s position, if 
adopted, would send the message the Commission condones the use of obsolete and 
dated signage.  It does not.  The Commission finds AIC’s signage costs to be 
reasonable and they are approved. 
 
 The record is not clear as to what exactly the Peoria lobby sign looked like prior 
to the merger, but Staff witness Tolsdorf testifies that after the merger the lobby sign 
simply says "Ameren Illinois" next to the AIC logo. (Staff Ex. 15.0 at 9)  With regard to 
the vehicle magnets, the record indicates that the only difference between the old 
magnets and new magnets is the company name.  The only other information contained 
on the magnets is an e-mail address, which did not change after the merger. (Id. at 10-
11)  The paucity of the record on this issue is most apparent with regard to the East 
Peoria sports park billboards.  AIC witness Ogden testifies that "the Kids Act on Energy 
'signage' dollars provided valuable information to consumers about energy efficiency 
and safety." (AIC Ex. 26.0 at 14)  Other than this description, That said, the Commission 
notes the record contains no little information as to what appeared on the lobby sign, 
vehicle magnets and billboards prior to the merger or after the merger.  In future 
proceedings where such matters are disputed, the Commission strongly encourages the 
parties to offer for the record photographs of the signage at issue. 
 
 The Peoria lobby sign is probably the easiest to address.  This sign contains only 
the company name and logo.  The record also indicates that it was replaced simply 
because the company name changed.  Why AIC would want a "current" sign hanging in 
its lobby is understandable, but how replacing this sign was beneficial to customers who 
had already paid for the prior sign is unclear to the Commission.  As Mr. Tolsdorf 
pointed out on cross-examination, if someone is in the lobby of AIC's Peoria office, that 
person most likely knows where he is and a $600 sign will provide no further assurance. 
(Tr. at 496)  Therefore, the Commission finds this expense duplicative and should not 
be recovered from ratepayers and instead should be born by shareholders. 
 



APPENDIX A - Exceptions 
 

15 

 The vehicle magnet signs are similar in that the only change appears to be the 
company name.  As noted previously, this change only occurred because Ameren 
chose to merge its Illinois operating utilities.  While having identifiable utility vehicles is 
important, the pre-merger vehicle magnets already identified the vehicles as belonging 
to Ameren, and ratepayers had already paid for those magnets.  Again, the Commission 
can not discern sufficient reason to justify having customers pay twice for essentially the 
same item.  Because Ameren chose to change the name its Illinois operating utilities 
would be known by, its shareholders, and not ratepayers, should bear the associated 
costs. 
 
 As for the sports park billboards, because it is not clear what exactly is on the 
billboards, it is more difficult to determine if the associated costs are recoverable under 
Section 9-225.  AIC contends that the post-merger billboards contain information about 
energy efficiency and safety.  Expenditures for such categories of advertising are clearly 
recoverable under Section 9-225(3).  But the pre-merger billboards could have 
contained the same information with only a different name and logo.  If the new and old 
billboards contained essentially the same information, it is difficult to see why customers 
should cover the costs simply so the new company name and logo can be displayed.  
But if the new billboards advertised different information covered under Section 9-225, it 
is conceivable that customers should pay the costs.  To resolve this issue, the 
Commission must rely on the fact that AIC bears the burden of proof.  Under the totality 
of the circumstances concerning the signage expenditures and lack of sufficient 
information specifically relating to the sports park billboards, the Commission finds that 
AIC has not met its burden and that the $1,200 associated therewith should not be 
recovered from customers. 
 
 To be clear, however, these conclusions should not be construed to mean that 
the Commission would never approve recovery for replacement signage.  Signage may 
experience wear and tear just like any other utility asset.  Just like a wooden pole, if a 
particular sign is too worn or is otherwise damaged and is no longer useful, the 
Commission would expect AIC to replace that sign.  In such instances, it is entirely 
possible that the Commission would approve recovery of associated expenses from 
customers. 
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Exception 8: ALJPO SECTION VI.B.3 “Account 930.1 – General Advertising 
Expenses”, Subsection e, “Commission Conclusion” (ALJPO, pp. 94-95) 
should be modified as follows, as discussed in Section II.H of the accompanying 
Brief on Exceptions: 
 

Section 9-225 of the Act is relevant to the expenses at issue in Account 930.1.  
Subsection (1)(d) appears to be the most relevant portion of Section 9-225 and is 
reproduced below: 
 

(d) "Goodwill or institutional advertising" means any advertising either on a 
local or national basis designed primarily to bring the utility's name before 
the general public in such a way as to improve the image of the utility or to 
promote controversial issues for the utility or the industry. 

 
Section 9-225(2) prohibits direct or indirect expenditures for goodwill or institutional 
advertising from being included in rates unless found "to be in the best interest of the 
Consumer." 
 
 AIC Ex. 26.1 contains a list of AIC's 2010 corporate sponsorships, some of which 
AIC has already excluded from rates on its own.  "Self-excluded" costs include those for 
athletic events and tickets.  AIC claims that the remaining corporate sponsorships do 
not constitute goodwill or institutional advertising and are thus recoverable from 
ratepayers under Section 9-225.  The fact that its name is brought before the public and 
its image may be improved as a result of the sponsorships is strictly incidental, 
according to AIC. 
 
 The Commission has considered the parties' arguments and observes that none 
deny that corporate sponsorships are important to the success of many organizations 
and events.  Nor do any of the parties suggest that AIC is not free to engage in 
corporate sponsorships as it believes appropriate.  But the value of the sponsorships to 
the recipients and AIC's choice of events to sponsor need not be determined by the 
Commission.  Whether customers should have to reimburse AIC for its decision to 
sponsor an organization or event is what hangs in the balance.  Clearly the 
sponsorships that AIC has withdrawn from consideration on its own are not recoverable 
under Section 9-225.  The withdrawn sponsorships do not seem all that different from 
those for which AIC still seeks recovery; the main difference being that AIC did not 
physically receive tickets/admission to an event.  But regardless of whether AIC 
received tangible benefits for its corporate sponsorships, the Commission can not 
disregard the fact that the sponsorships bring AIC's name before the public in a 
philanthropic light.  While AIC claims that this is not its intention, this is the very 
meaning of goodwill advertising.  AIC is free to be a good corporate citizen and enjoy 
the ensuing benefits, but it should not be free to pass the costs of doing so to 
customers.  That the Commission may not have made similar adjustments in past rate 
cases does not bar the Commission from doing so now since the Commission's failure 
to do so now that this issue has been brought to its attention would contravene Section 
9-225.  Accordingly, the Commission accepts Staff's $263,000 adjustment disallowing 
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the costs of corporate sponsorships.  Because they have incorrectly calculated their 
proposed $236,000 adjustment, the AG/AARP and CUB adjustment value is not 
adopted.  The Commission declines to adopt the wholesale disallowance of corporate 
sponsorship advocated by Staff, AG/AARP and CUB. The standard for recovery of an 
advertising expense is whether it provides a benefit to ratepayers.  Advertising 
expenses that are truly goodwill or institutional in nature concern advertisements that 
benefit AIC by either promoting its services, improving its image or lobbying for an 
industry issue.  The Commission agrees with AIC that the events and causes at issue 
clearly do not meet that standard.  Simply because AIC may receive public recognition 
in the communities it serves by virtue of the events and causes it sponsors does not 
mean corporate sponsorship dollars are per se disallowable advertising, as Staff, 
AG/AARP and CUB appear to suggest.  Such an approach would ignore those events 
and causes rely on corporate sponsors and provide a benefit to communities. 
 

The Commission agrees with AIC that the costs of being a good corporate citizen 
should not be categorically excluded. Staff, AG/AARP or CUB did not identify any 
specific level of corporate sponsorship as unreasonable. The Commission finds no 
basis to disallow any as such. The Commission concludes AIC’s level of corporate 
sponsorship is reasonable and it is approved. 
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Exception 9: ALJPO SECTION VI.B.4 “Regulatory Asset Amortization”, 
Subsection e, “Commission Conclusion” (ALJPO, pp. 98-99) should be modified 
as follows, as discussed in Section II.I of the accompanying Brief on Exceptions: 
 
 The Commission has considered the parties' arguments and reviewed the 
statutory language.  Section 16-108.5(c)(4)(G) provides for the "recovery of existing 
regulatory assets over the periods previously authorized by the Commission."  Previous 
to the enactment of Public Acts 97-0616 and 97-0646, in Docket No. 04-0294, the 
Commission authorized AIC to recover its merger integration costs over the four-year 
period 2007 – 2010.  In Docket Nos. 09-0306 et al. (Cons.) the Commission authorized 
revised that amortization periods going forward, and also authorized for AIC's to recover 
its severance costs and merger integration costs over a three-year period. Thus, Tthe 
Commission recognizes that the monthly amortized expense for both the former 
regulatory assets changed in May of 2010 and began for the latter at that time, with the 
entry of the Order in Docket Nos. 09-0306 et al. (Cons.).  The Commission also 
recognizes that AIC is basing its formula rate on the data and information contained in 
its 2010 FERC Form 1, which will reflect different numbers on a going-forward basis, at 
least as far as the amortization of AIC's regulatory assets is concerned. 
 
 In reviewing the statutory language, it is not clear to the Commission why AIC 
and Staff interpret the law as they do.  The significance AIC finds in "periods" being 
plural and the use of the word "previously" rather than "currently" is unwarranted.  A 
plain reading of the statute indicates that a participating utility is to recover however 
many regulatory assets it has over whatever periods the Commission previously 
authorized for each asset.  With multiple regulatory assets, there will be multiple 
"periods."  Further, there may be multiple Commission-authorized “periods” applicable 
to each asset, as is the case in this proceeding.  The legislature recognized this in using 
the terms “periods” and “previously” in the EIMA.  When considered in the context of 
this proceeding, AIC's two regulatory assets are to be recovered over the period 
previously authorized for each in Docket No. 04-0294 and Docket Nos. 09-0306 et al. 
(Cons.).  Because AG/AARP proposes to replace the the amortization amounts actually 
authorized by the Commission (and shown on FERC Form 1) for the months January – 
April 2010 with different amounts not authorized by the Docket Nos. 09-0306 et al. 
(Cons.) Order to begin until May 2010, their proposal is rejected as inconsistent with the 
plain language of Section 16-108.5(c)(4)(G).   Furthermore, regardless of whether Mr. 
Brosch's adjustment constitutes normalization, the statutory language from Section 
16-108.5(d)(3) quoted by AIC and Staff is irrelevant because subsection (d) does not 
apply to a participating utility's initial formula rate docket.  Accordingly, the Commission 
does not find Mr. Brosch's adjustment inconsistent with any provision of the Act and 
hereby adopts the adjustment.  The Commission agrees with AIC and Staff that 
normalization or annualization of an expense is not consistent with the language of that 
Section or the EIMA generally, or the Act’s requirement that formula rates be based on 
actual costs. 
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Exception 10: ALJPO SECTION VII “Revenues”, Subsection E, “Commission 
Conclusion” (ALJPO, pp. 104-05) should be modified as follows, as discussed in 
Section II.J of the accompanying Brief on Exceptions: 
 

The Commission has considered the parties' positions on this issue and finds in 
favor of AIC AG/AARP.  As AG/AARP argue, it does not seem proper that less than 
42% of late payment revenues are used to offset AIC's revenue requirement.  Late 
payments and the late fees imposed thereon are attributable to a customer's entire bill.  
To apply 100% only the proportion of ratepayer supplied the funds in Account 450 equal 
to electric delivery service and ignoring the remainder where delivery service customers 
have supplied 42% of these funds would represents a windfall to shareholders such 
customers.   
 
 The Commission recognizes that electric delivery service revenue requirements 
typically only include costs associated therewith.  But at the same time, other sources of 
income/revenue have not been tied or limited to the proportion of revenue derived from 
delivery services alone.  As AG/AARP note, customer deposits are assessed based 
upon the relative size of anticipated customer bills and such deposits serve to secure 
payment for all elements of billed revenues, including recovery of power supply, 
transmission, and distribution cost recoveries.  Customer deposit balances are treated 
as 100% jurisdictional in determining delivery service revenue requirements.  State and 
local taxes are treated similarly, and any assessed late fees are imposed on the tax 
portion of a bill as well. 
 
 In order to prevent an under recovery in certain areas, AIC suggests that other 
adjustments may be necessary if AG/AARP's proposal is adopted.  AIC recommends 
denying AG/AARP's recommendation and reconsidering it and other appropriate 
adjustments, including adjustments to Rider PER, will be considered in the context of a 
future rate redesign proceeding to be initiated under Section 16-108.5(e) or at the time 
of the next Rider PER update filing.  In the absence of compelling evidence that such 
other adjustments are necessary, however, the Commission is not inclined to wait to 
address this shortcoming in the adjustments to AICs' revenue requirement.  Retaining 
for shareholders 58% of late payment revenues supplied by ratepayers is a disservice 
to ratepayers.  The Commission accordingly adopts the AG/AARP adjustment on this 
issue.  Furthermore, the Commission notes that this outcome is consistent with how 
similar revenue is treated for ComEd's revenue requirement calculation. 
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Exception 11: ALJPO SECTION VIII.A “Year-End versus Average Capital 
Structure”, Subsection 4, “Commission Conclusion” (ALJPO, p. 109) should be 
modified as follows, as discussed in Section II.K of the accompanying Brief on 
Exceptions: 
 

Section 16-108.5(c)(2) requires that the formula rates "[r]eflect the utility's actual 
capital structure for the applicable calendar year, excluding goodwill, subject to a 
determination of prudence and reasonableness consistent with Commission practice 
and law."  AIC proposes to use its final year-end capital structure as the basis for setting 
formula rates.  This proposal is consistent with both the Act’s requirement to use the 
“actual” capital structure and the requirement that formula rate inputs be based on final 
data shown in FERC Form 1.  The Act, however, does not specify exactly how the 
"actual capital structure" is to be determined.  The Commission finds Staff's arguments 
for how to determine AIC's capital structure persuasive.  Staff's method is consistent 
with Commission practice and law and mitigates the risk of manipulation.  AIC's claim 
that Staff uses 2009 data is not well taken given that the December 31, 2009 balances 
used by Staff are identical to opening January 1, 2010 balances.  AIC's argument is also 
disingenuous in light of its own use of December 31, 2009 data for calculating short-
term debt balances.  Accordingly, the Commission adopts Staff’s AIC’s proposed 
average capital structure and rejects Staff’s average capital structure methodology as 
not consistent with the Act.  methodology with the knowledge that it will more accurately 
reflect AIC's actual capital structure. 
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Exception 12: ALJPO SECTION VIII.E “Common Equity Ratio/Cap Limit”, 
Subsection 4, “Commission Conclusion” (ALJPO, pp. 127-28) should be modified 
as follows, as discussed in Section II.L of the accompanying Brief on Exceptions: 
 

Section 16-108.5(c)(2) provides that the formula rate approved by the 
Commission shall "[r]eflect the utility's actual capital structure for the applicable calendar 
year, excluding goodwill, subject to a determination of prudence and reasonableness 
consistent with Commission practice and law." As part of its capital structure, AIC 
presents its common equity ratio of 54.28% while Staff argues for an adjusted common 
equity ratio of 51.49%. IIEC recommends using a common equity ratio trigger of 50%, 
meaning that any capital structure proposed by AIC containing a common equity ratio of 
more than 50% would automatically result in a closer look by the Commission. If AIC 
could not justify a common equity ratio of more than 50%, IIEC would have the 
Commission cap AIC's common equity ratio at 50%. 

 
As an initial matter, the Commission is not inclined to adopt IIEC's proposal on 

this issue. The Act provides the Commission sufficient freedom to investigate AIC's 
capital structure as necessary. The fact that limited time exists to review the 
complicated issues raised in a utility's formula rate filing would not be altered by the 
adoption of IIEC's proposal. 

 
As for the competing common equity ratios presented by AIC and Staff, the 

Commission finds there is no evidence in the record to find that the AIC’s capital 
structure was imprudent or otherwise unreasonable.  Thus, for the applicable year, the 
Commission adopts the actual capital structure for the applicable calendar year.  The 
Commission reiterates its conclusion that Staff and AIC shall make its personnel 
available to meet and discuss targeted capital structure and other interested parties 
shall be permitted to attend as well.  The Commission shall evaluate the prudence and 
reasonableness of capitalization management for future applicable years based upon 
what considerations are then known to AIC.  merit in Staff's arguments. As noted by 
Staff, S&P has concluded that AIC’s overall operating risk is lower than that of Ameren. 
The record also reflects that although it continues to have concerns about the regulatory 
environment in Illinois, Moody's found that the regulatory environment has improved 
sufficiently to increase AIC's credit rating. Overall, for the reasons contained in the 
record, the Commission concurs and finds that AIC has lower operating risk than 
Ameren and now enjoys a more favorable regulatory environment under Public Acts 97-
0616 and 97-0646. These facts warrant an adjustment to AIC's 2010 common equity 
ratio of 54.28%, which represents circumstances as they were prior to Public Acts 97-
0616 and 97-0646 and the benefits ensuing to AIC there under. Accordingly, Staff's 
common equity ratio of 51.49% represents a reasonably adjusted common equity ratio 
consistent with Commission practice and law, including Section 9-230 of the Act.   

 
The following related modification to ALJPO SECTION VIII.C, “Common Equity 
Balance – Purchase Accounting”, Subsection 3, “Commission Conclusion” 
(ALJPO p. 118) also is necessary: 
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The Commission finds this to be an extremely complicated issue and despite the 

best efforts of the parties, difficult to understand.  It appears to the Commission that  
Staff is essentially concerned that AIC has engaged in accounting transactions that 
allowed it to manipulate its common equity balance.  For example, Staff contends that it 
is nothing but a contrivance of accounting when common equity flows from a parent to 
subsidiary are recorded in the subsidiary’s paid in capital account but common equity 
flows from the subsidiary to the parent (i.e., dividends) are recorded in the subsidiary’s 
retained earnings account.  Staff asserts that the fact is that from the date of Ameren’s 
acquisition of IP in October 2004 through 2010, AmerenIP has received nearly as much 
common equity capital from Ameren as AmerenIP has returned to Ameren through 
dividends. 
 
 The Commission has attempted to review the record carefully and can not find an 
instance where AIC has violated any accounting rules.  As the Commission understands 
it, accounting rules exist, in part, to protect the veracity of companies' financial 
statements.  Because it appears that AIC has followed all accounting rules and 
Commission Orders relating to its accounting for purchase accounting, or push down 
accounting, the Commission rejects Staff's proposed adjustment to common equity 
balance.  A separate issue addressed elsewhere in this Order is whether the proportion 
of common equity in AIC's capital structure is reasonable and prudent.   
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Exception 13: ALJPO SECTION VIII.F “Balance and Embedded Cost of Long-Term 
Debt” (ALJPO, p. 128) should be modified as follows, as discussed in Section II.M 
of the accompanying Brief on Exceptions: 
 

Staff proposes to set the cost for $50 million of the 9.75% bonds that AmerenIP 
issued during October 2008 equal to the cost of long-term debt and set the cost of the 
AmerenCILCO December 2008 bond issuance equal to 6.76%.  Staff relates that these 
adjustments were adopted by the Commission in AIC’s most recent gas rate case, 
Docket No. 11-0282.  Staff also proposes to calculate the average balance of long-term 
debt and determine the embedded cost in accordance with the methodology set forth in 
Section 285.4000(b).  Doing so leads Staff to remove the incremental cost increase due 
to AmerenCIPS’ decision to refinance a $67 million, 5-year intercompany promissory 
note bearing an interest rate of 4.7% with $61.5 million in 30-year bonds bearing an 
interest rate of 6.7%.  Staff notes that the Commission adopted this adjustment in prior 
rate cases as well.  Staff states that this adjustment will not be necessary in future 
formula ratemaking proceedings because the 4.7% intercompany note’s original 
maturity date was May 2, 2010.   
 
 AIC opposes Staff’s adjustment for the intercompany note, asserting that the 
adjustment is not necessary because AIC is using the 2010 year-end capital structure.  
AIC explains that a year-end capital structure would reflect the maturity of the 
AmerenCIPS debt, and no adjustment would be required.  But aside from voicing its 
preference for use of the year-end capital structure, Staff states that AIC offers no 
cogent justification for the Commission to reverse previous decisions on this matter 
should an average capital structure be adopted.  Staff states that AIC’s embedded cost 
of long-term debt equals 7.44%, as shown on Schedule 16.04.  That embedded cost 
reflects time-weighted cost calculations for carrying value, annual amortization expense, 
and interest payments as described in Section 285.4000(b) of Part 285.  If, however, the 
Commission concludes that an average capital structure should be used, AIC does not 
object to Staff's methodology for calculating the balance and embedded cost of long-
term debt. 
 
 The Commission has considered the record on this matter and concludes that, in 
light of its adoption of a year-end capital structure to set formula rates, adoption of 
Staff's position is most appropriate not necessary.  Earlier in this Order, the Commission 
determined that using AIC's average capital structure is warranted.  Staff's position on 
this issue is consistent with the use of AIC's average capital structure.  Moreover, 
adoption of Staff's position is consistent with the Commission's treatment of this issue in 
Docket No. 11-0721.  AIC’s position is therefore adopted. 
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Exception 14: ALJPO SECTION VIII.G “Balance and Embedded Cost of Preferred 
Stock” (ALJPO, p. 129) should be modified as follows, as discussed in Section 
II.N of the accompanying Brief on Exceptions: 
 

AIC proposes to use the year-end balance of preferred stock, consistent with its 
use of a year-end capital structure.  Staff proposes to use the average balance of 
preferred stock, calculated in accordance with Section 285.4000(b) of Part 285.  
Although AIC believes that a year-end capital structure should be used, if the 
Commission concludes otherwise, AIC does not object to Staff's methodology for 
calculating the balance and embedded cost of preferred stock.   
 
 The Commission has considered the record on this matter and concludes that, in 
light of its adoption of a year-end capital structure to set formula rates,  adoption of 
Staff's AIC’s position is most appropriate.  Earlier in this Order, the Commission 
determined that using AIC's average capital structure is warranted.  Staff's position on 
this issue is consistent with the use of AIC's average capital structure. 
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Exception 15: ALJPO SECTION VIII.I “Other” (ALJPO, p. 131) should be modified 
as follows, as discussed in Section II.O of the accompanying Brief on Exceptions: 
 
 At pages 39 and 40 of its Initial Brief, Staff recommends several changes to the 
sources and descriptions provided in AIC Schedule FR D-1 and Apps 12 and 13 to 
reflect Staff's recommendations regarding the rate of return on rate base.  The 
Commission hereby adopts reject those changes consistent with the conclusions 
contained herein. 
 
Or in the alternate: 
 
 At pages 39 and 40 of its Initial Brief, Staff recommends several changes to the 
sources and descriptions provided in AIC Schedule FR D-1 and Apps 12 and 13 to 
reflect Staff's recommendations regarding the rate of return on rate base.  The 
Commission hereby adopts those changes consistent with the conclusions contained 
herein.  Staff is directed to work with AIC to maintain consistency with AIC’s naming 
conventions and numbering scheme in its Formula Rate template and supporting 
workpapers.  
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Exception 16: ALJPO SECTION X.B.4 “Schedules to be Included in Rate MAP-
P/Tariff Complexity”, Subsection e, “Commission Conclusion” (ALJPO, p. 150) 
should be modified as follows, as discussed in Section II.P of the accompanying 
Brief on Exceptions: 
 

IIEC has proposed that the Commission exclude Appendices A and B from the 
tariff and adopt the nine tariff pages that AIC currently lists for Rate MAP-P itself.  As 
the Commission understands it, both Staff and the Commercial Group supports IIEC's 
proposal regarding this issue on the level of detail.   
 
 AIC opposes the proposals to exclude portions of its proposed Rate MAP-P, 
arguing among other things that excluding details does not make the tariff less 
complicated and that consumers are free to ignore the details of the tariff if they so 
choose.   
 
 As an initial matter, the Commission notes that it addressed essentially the exact 
same issue only months ago in Docket No. 11-0721.  While the Commission 
appreciates AIC's view on the issue, it has provided no meaningful reason that the 
Commission reach a different conclusion in this proceeding.  As a result, because it is 
unnecessary to restate all of the positions in the record, or the full conclusion in Docket 
No. 11-0721, the Commission concludes that IIEC's proposal is the most reasonable 
and it is hereby adopted.  Specifically, the Commission orders the Company to file 
Schedules FR-A1 and FR-A1 Rec. along with the Rate MAP-P tariff.   



APPENDIX A - Exceptions 
 

27 

Exception 17: ALJPO SECTION X.B.6 “Year End versus Average Rate Base”, 
Subsection g, “Commission Conclusion” (ALJPO, pp. 173-74) should be modified 
as follows, as discussed in Section II.Q of the accompanying Brief on Exceptions: 
 

As the Commission understands it, IIEC proposes the use of average rate base 
in all calculations relating to the formula rate while AIC proposes the use of year-end 
balances in all calculations relating to the formula rate.  Staff recommends using year-
end rate base balances for setting the future rate component of the formula rate for 
each year and using the average rate base for the reconciliation component for each 
year.  The remaining parties who address the issue recommend using a year-end rate 
base for the initial rate base but recommend using average rate base for all subsequent 
calculations in the formula rates. 
 
 The first step in resolving this issue is to recognize the obvious--that the rate 
setting process put in place by Public Acts 97-0616 and 97-0646 is quite different from 
the traditional rate setting process known by the Commission.  While the Commission 
understands AIC's attempts to draw analogies between traditional ratemaking test year 
principles and the formula rate process, the new statutory language clearly prevents 
complete reliance on traditional methods of setting rates.  Although some aspects of 
traditional ratemaking under Article IX are still applicable, the input data, the formula 
rate itself, and the reconciliation practice specified in the Act do not fit neatly into the 
traditional ratemaking paradigm.  AIC's reliance on the past use of year-end data in 
earlier rate cases therefore holds little sway over the Commission is not dispositive. 
 
 Each of the parties argues that the new provisions support their position on the 
use of average versus year-end rate base.  While some claim to know what was 
intended when Public Acts 97-0616 and 97-0646 were enacted, the Commission is not 
bound by the views of a few as to what the statute requires.  The record in this case 
warrants the finding that the language used in the statute leaves room for interpretation 
by the Commission. 
 
 Among the arguments interpreting the new statutory language is AIC's claim that 
the use of the word "final" in Section 16-108.5(d)(1) indicates that the legislature 
intended for the Commission to rely on year-end values taken from FERC Form 1.  If 
the General Assembly had used the term "year-end" there would be no question what 
was intended. However, as AIC points out, neither did the General Assembly use the 
word “average” in setting out reconciliation requirements applicable to AIC’s rate base.  
AIC fails to explain why if the General Assembly intended for year-end information it did 
not simply use that term.  Rather, what is meant by "final historical data reflected in . . . 
FERC Form 1" is subject to more than one interpretation.  As pointed out in the record, 
FERC Form 1 contains plant data as well as other data for both the beginning of the 
subject year and the end.  FERC Form 1 contains "final" data for essentially the entire 
year. 
 
 Similarly, Section 16-108.5(c)(1) states that the performance based formula rate 
base shall do the following: "Provide for the recovery of the utility's actual costs of 
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delivery services that are prudently incurred and reasonable in amount consistent with 
Commission practice and law."  The Act, however, does not specify exactly how the 
"actual costs of delivery services" is to be determined.  Using year-end rate base would 
suggest that the rate base value is constant from January through December.  If year-
end rate base is used, the rates put in place would not reflect the actual costs of 
delivery services through the entire year since it is understood that rate base will 
gradually increase as the infrastructure improvements contemplated under Public Acts 
97-0616 and 97-0646 are implemented.  If, however, an average rate base is used, the 
rate base for any particular year under the formula rate regimen would theoretically only 
be accurate around June and July.  Neither outcome perfectly reflects a participating 
utility's rate base, although at the time of reconciliation, the reconciliation year will have 
concluded, which suggests the “actual cost of delivery services” for that year is the final 
amount.  To mitigate such imperfections, however, Public Acts 97-0616 and 97-0646 
incorporate a reconciliation with each annual formula rate filing.  The reconciliations will 
address any over- or under-recovery.   
 

Having concluded that the legislature left room for interpretation of Public Acts 
97-0616 and 97-0646 and bearing in mind the impact on customers, the Commission 
finds that for purposes of determining the rate year revenue requirement, year-end rate 
base should be used. Based on its interpretation of the language of the Act setting forth 
the reconciliation requirements, fFor purposes of determining the reconciliation revenue 
requirement, average year end rate base should also be used.  Calculating the overall 
revenue requirement for the formula rate each year in this manner reasonably reflects 
the language of the statute and sufficiently balances the interests of shareholders and 
customers.  Notably, in light of the increasing plant expenditures each year, the 
legislature arguably created a system under which under-recoveries by the utility will be 
the norm.  Using year-end balances and average balances in this manner will lessen 
the gap between the values to be reconciled and thereby minimize the reconciled 
under-recovery each year, to the benefit of customers.  Whatever the under-recovered 
amount is, AIC will earn interest on that amount to the benefit of shareholders.  The 
amount of interest is set forth below.  Accordingly, the Commission adopts the proposed 
use of year-end rate base for purposes of determining the rate year revenue 
requirement and average rate base for purposes of determining the reconciliation 
revenue requirement with the knowledge that it will accurately reflect AIC's actual cost 
of delivery services over the investment period set forth in Public Acts 97-0616 and 
97-0646.   
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Exception 18: ALJPO SECTION XII, “Finding and Ordering Paragraphs” (ALJPO, 
pp. 195-97) should be modified as follows, as discussed in Section II.R of the 
accompanying Brief on Exceptions: 

 
 The Commission, having given due consideration to the entire record herein and 
being fully advised in the premises, is of the opinion and finds that: 
 

(1) AIC is an Illinois corporation engaged in the distribution and sale of 
electricity and natural gas to the public in Illinois, and is a public utility as 
defined in Section 3-105 of the Act; 

 
(2) the Commission has jurisdiction over the parties hereto and the subject 

matter herein; 
 
(3) the recitals of fact and conclusions of law reached in the prefatory portion 

of this Order are supported by the evidence of record, and are hereby 
adopted as findings of fact and conclusions of law; the Appendix attached 
hereto provides supporting calculations for the rates approved herein; 

 
(4) AIC’s proposed Modernization Action Plan – Pricing tariff (Rate MAP-P) is 

hereby approved, subject to the determinations of this order; 
 
(5) the rates herein found to be consistent with Public Acts 97-0616 and 97-

0646 are based on AIC's FERC Form 1 for 2010; 
 
(6) for purposes of this proceeding, the net original cost rate base for AIC's 

electric delivery service operations is $ $2,001,936,000; 
 
(7) the rate of return which AIC should be allowed to earn on its net original 

cost rate base is 8.86%; this rate of return incorporates a return on 
common equity of 10.05%, on long-term debt of 7.44%, on short term debt 
of 0.00%, and on preferred stock of 5.00%;  

 
(8) the rate of return set forth in Finding (6) results in base rate electric 

delivery service operating revenues of $808,030,000 and net annual 
operating income of $177,372,000; 

 
(9) AIC's electric delivery service rates which are presently in effect are 

inappropriate and generate operating income in excess of the amount 
necessary to permit the company the opportunity to earn a fair and 
reasonable return on net original cost rate base consistent with Public Acts 
97-0616 and 97-0646; these rates should be permanently canceled and 
annulled; 

 
(10) the specific rates proposed by AIC in its initial filing do not reflect various 

determinations made in this Order regarding revenue requirement; 
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(11) AIC should be authorized to place into effect the Modernization Action 

Plan – Pricing tariff (Rate MAP-P), consistent with the findings of this 
Order, as well as the revised tariffs attached to the Appendix to AIC’s 
Petition and reflected in AIC Exhibit 9.4; 

 
(12) AIC should be authorized to place into effect the Rate MAP-P tariff 

informational sheets designed to produce annual base rate electric 
delivery service revenues of $808,030,000, which represents a decrease 
of $50,675,000 or 5.90%; such revenues, in addition to other tariffed 
revenues, will provide AIC with an opportunity to earn the rate of return set 
forth in Finding (6) above; based on the record in this proceeding, this 
return is consistent with Public Acts 97-0616 and 97-0646; 

 
(13) determinations regarding cost of service, rate design, and tariff terms and 

conditions, as are contained in the prefatory portion of this Order, are 
reasonable for purposes of this proceeding and consistent with Public Acts 
97-0616 and 97-0646; the tariffs filed by AIC should incorporate the rates 
and terms set forth and referred to herein; 

 
(14) the new tariff sheets authorized to be filed by this Order shall reflect an 

effective date not less than five nor more than ten working days after the 
date of filing, with the tariff sheets to be corrected within that time period if 
necessary, except as is otherwise required by Section 9-201(b) of the Act 
as amended; 

 
(15) the Commission, based on AIC’s proposed original cost of plant in service 

as of December 31, 2010, before adjustments, of $4,920,009,000, and 
reflecting the Commission’s determination adjusting that figure, 
unconditionally approves $4,908,210,000 as the composite original cost of 
jurisdictional distribution services plant in service as of December 31, 
2010; and 

 
(16) all motions, petitions, objections, and other matters in this proceeding 

which remain unresolved should be disposed of consistent with the 
conclusions herein. 

 
 IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 
tariff sheets at issue and presently in effect for electric delivery service rendered by 
Ameren Illinois Company d/b/a Ameren Illinois are hereby permanently canceled and 
annulled effective at such time as the new electric delivery service tariff sheets 
approved herein become effective by virtue of this Order. 
 
 IT IS FURTHER ORDERED that Ameren Illinois Company d/b/a Ameren Illinois 
is authorized to file new tariff sheets with supporting workpapers in accordance with 
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Findings (10) and (11) of this Order, applicable to electric delivery service furnished on 
and after the effective date of said tariff sheets. 
 
 IT IS FURTHER ORDERED that all motions, petitions, objections, and other 
matters in this proceeding which remain unresolved are disposed of consistent with the 
conclusions herein. 
 
 IT IS FURTHER ORDERED that subject to the provisions of Section 10-113 of 
the Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject to the 
Administrative Review Law. 

 


