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I. INTRODUCTION/STATEMENT OF THE CASE 

This is Ameren Illinois Company’s (AIC) first update proceeding filed under Section 220 

ILCS 5/16-108.5(d) of the Public Utilities Act.  The task before the Commission is to examine 

“updated cost inputs” to the formula rate tariff approved on September 19, 2012 in Docket No. 

12-0001.  These cost inputs will be the basis for “corresponding new charges” that AIC will be 

authorized to collect beginning in January 2013.  

Staff proposes to reduce AIC’s revenues by an additional $33 million over and above 

AIC’s proposed decrease of $16 million, for a total decrease of almost $49 million.  This follows 

the approximate $48 million reduction ordered in Docket No. 12-0001.  These parties plainly 

have a different vision of “performance-based” formula ratemaking than the General Assembly 

envisioned when it passed the Energy Infrastructure Modernization Act (EIMA).  The General 

Assembly intends Ameren to invest up to $720 million in infrastructure replacement and 

modernization over a 10-year period, and to create 450 full-time jobs in the process.  An AMI 

Plan is to be implemented so that AIC customers receive enhanced service that will be measured 

by new performance metrics.  Slashing rates by over $60 million at the very inception of the 

formula rate process simply will not support the level of investment necessary to realize the 

legislature’s vision of a modernized electrical grid in Illinois. 

A substantial portion of the additional rate reduction proposed in this docket stems from 

adjustments that were litigated in Docket No. 12-0001.  AIC is mindful of the fact that the Final 

Order adopted these adjustments over AIC’s objections.  But the Final Order issued on 

September 19, 2012 is not necessarily the last word.  AIC intends to seek rehearing of the 

September 19 Final Order, and may also exercise its right to appeal.  AIC must therefore 

continue to object to these adjustments in order to preserve these rights.  Rather than burden the 

record with extensive briefing of arguments already considered in Docket No. 12-0001, however, 
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AIC will simply summarize the key points of contention for those issues whose outcome will 

likely be decided in Docket No. 12-0001. 

A. Procedural History 

On January 3, 2012, Ameren Illinois Company d/b/a Ameren Illinois filed its 

Modernization Action Plan (MAP-P) and committed to undertake the electric infrastructure 

investments described in Section 16-108.5 of the Public Utilities Act (Act), 220 ILCS 5/16-108.5 

(the EIMA).  On April 20, 2012, Ameren Illinois Company d/b/a Ameren Illinois filed its MAP-

P Pricing Annual Update filing.  The filing set forth Ameren Illinois’ updated cost inputs to the 

performance-based formula rate for the applicable rate year and the corresponding new charges.  

The new charges set forth in Ameren Illinois’ filing will take effect for the January 2013 billing 

period, in accordance with Section 16-108.5(d).  (See Petition, ¶ 4.) 

B. Legal Framework and Standards 

The annual update of cost inputs for Rate MAP-P is governed by Section 220 ILCS 5/16-

108.5(d) of the Act.   

II. OVERALL REVENUE REQUIREMENT 

The overall revenue requirement is shown in Appendix A. 

III. RATE BASE 

A. Overview 

The proposed rate base for establishing the formula rate is shown in Appendix A.  

B. Uncontested or Resolved Issues 

1. Gross Plant in Service 

AIC has included $5,116,801,000 total plant in service after projected plant additions in 

rate base.  (Ameren Ex. 11.1, pp. 7-8; Appendix A.)  This amount is not contested.  
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2. Accumulated Depreciation 

AIC’s proposed adjustment to accumulated depreciation, after projected plant additions, 

reduces rate base by $2,416,999,000.  (Ameren Ex. 11.1, pp. 7-8; Appendix A.)  This amount is 

not contested.  

3. Cash Working Capital 

(a) Employee Benefits Expense Lead Days 

In compiling the overall Employee Benefits lag day value, AIC did not include the 

calculated payment lag data for pensions.  (AG/AARP Ex. 1.5, pp. 12-13.)  So as to more 

completely account for cash flow patterns associated with Employee Benefits, AG/AARP 

witness Mr. Brosch accepted and included AIC’s calculations capturing the timing of pension 

funding payments within the test year Employee Benefits lag day value.  (Id.)  Staff proposed the 

same adjustment.  (ICC Staff Ex. 2.0C (Kahle Dir.), pp. 5-6.)  On rebuttal, AIC agreed to the 

proposed adjustment to change the expense lead associated with pension expense.  (Ameren Ex. 

13.0 (Heintz Reb.), p. 10.)  Adding pensions to the expense lead calculation for employee 

benefits increases the expense lead from 12.69 days to 15.97 days.  (Id.) 

(b) Base Payroll and Witholdings Lead Days 

In his direct testimony, Staff witness Mr. Kahle’s cash working capital calculation 

adjusted the Base Payroll and Withholding lead days to 13.12 days to	  reflect the change in the 

year over year level of vacation accrual.  (ICC Staff Ex. 2.0C, p. 6.)  This adjustment is the same 

as that proposed by AIC on rebuttal in Docket No. 12-0001 and was based on the change in the 

level of vacation accrual between the test year and the prior year.  (Ameren Ex. 13.0, p. 3.)  

However, as Mr. Kahle acknowledged in rebuttal, his proposed use of 13.12 days was based on 

2010 data.  (ICC Staff Ex. 7.0 (Kahle Reb.), p. 2.)  In this proceeding, AIC proposes to use the 

same methodology using 2011 data, which	  results in an expense lead of 11.84 days for Base 
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Payroll and Withholdings.  (Ameren Ex. 13.0, p. 3.)  Mr. Kahle agreed and changed his rebuttal 

cash working capital calculation to include an expense lead of 11.84 days for Base Payroll and 

Withholdings.  (ICC Staff Ex. 7.0, p. 2.)  

4. Materials and Supplies 

Staff recommended AIC modify its calculation of materials and supplies included in rate 

base from a year-end balance to a 13-month average.  (ICC Staff Ex. 2.0C (Kahle Dir.), pp. 10-

11.)  Staff witness Mr. Kahle stated since the balance of the materials and supplies account 

fluctuates from month to month, a 13-month average balance (December through December) 

evens out the highs and lows that occur throughout the year and provides a more reasonable 

amount to include in the rate base on which AIC earns a return.  (Id., p. 10.)  AIC accepted this 

adjustment on rebuttal.  (Ameren Ex. 11.1, Page 17, App. 1, lines 49-51.) 

5. ADIT – Investment Tax Credits 

AG/AARP, CUB, and Staff all recommend removing from rate base the unamortized 

balance of investment tax credits (ITC).  (CUB Ex. 1.0 (Smith Dir.), p. 24, line 572–p. 26, line 

637; AG/AARP Ex. 2.0 (Effron Dir.), pp. 3, line 61– p. 6, line 130; Staff Ex. 1.0 (Ebrey Dir.), p. 

12, lines 259-p. 13, line 270.)  This adjustment reduces AIC’s proposed rate base by $1.695 

million.  (CUB Ex. 2.0C (Smith Reb.), p. 16, lines 386–88; Staff Ex. 6.0 (Ebrey Reb.), p. 26, 

lines 528–30.)   

For reasons stated in the testimony of AIC witness Stafford (see Ameren Ex. 11.0R 

(Stafford Reb.), pp. 21:430–23:484; Ameren Ex. 19.0R (Stafford Sur.), pp. 17:355–19:391), AIC 

maintains that the ITC adjustment is inappropriate.  Nevertheless, AIC has elected not to contest 

the adjustment in this case.  AIC does not concede that this treatment should be considered 

appropriate in any other proceeding.   

Finally, in this regard, AIC would note that AG/AARP witness Effron did not 
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acknowledge AIC’s removal of a portion of the proposed asset (reducing it from $2.825 million 

to $1.695 million).  (See Ameren Ex. 11.0, p. 23:479–484.)  Mr. Effron thus did not reduce his 

proposed adjustment as did the witnesses for Staff and CUB.  But given that Mr. Effron did not 

oppose AIC’s removal of a portion of the asset from rate base, it seems fair to regard this issue as 

uncontested.   

6. CWIP Not Subject to AFUDC 

On rebuttal, AIC adjusted its non-AFUDUC CWIP balances to remove two projects that 

were also included in 2012 projected plant additions.  (Ameren Ex. 19.0R (Stafford Sur.), p. 19.)  

Staff and AG/AARP, however, propose an adjustment to remove an additional $36,659 from 

CWIP for the portion of the balance for project 29301 not yet financed by AIC, and therefore 

still remaining in accounts payable at December 31, 2011.  (Id.)  AIC opposes this adjustment 

because the amount at issue in accounts payable was financed by AIC within 10 days of year-end 

2011, almost 2 years prior to AIC receiving funds from ratepayers for a return on the investment 

dollars at issue, and is otherwise consistent with AIC’s 2011 FERC Form 1 and Section 9-214(e) 

of the Act. (Id., p. 20.)  Based on the Commission’s decision in Docket No. 12-0001 however, 

AIC agrees to remove this additional amount from CWIP for purposes of this proceeding. 

C. Contested Issues 

1. Accrued Vacation Pay 

Staff Witness Teresa Ebrey proposes an adjustment to include the liability for accrued 

vacation pay to the operating reserves that are deducted from rate base.  (Staff Ex. 1.0 (Ebrey 

Dir.), p. 9.)  Staff argues that because the Commission adopted this adjustment in Docket No. 11-

0271, it should also be adopted in this case because “the fact pattern here is similar to that in 

Docket 11-0721.”  (Id., p. 10.)  In Docket No. 12-0001, the Commission found “no discernible 

difference between this proceeding and Docket No. 11-0721 that would properly result in 
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disparate rate making treatment of the same item between the two dockets,” and on that basis 

adopted the adjustment.  Ameren Ill. Co., Docket 12-0001, Order, (Sept. 19, 2012), p. 59.   

AIC continues to object to treating the accrued liability for vacation pay as an operating 

reserve, because it is not an operating reserve.  The accrued liability has no cash associated with 

it; it is merely an accounting convention required under SFAS 43 to recognize the value of 

vacation earned but not yet taken, as AIC explained at length in briefing in Docket 12-0001.  The 

record in this Docket also presents additional data in support of AIC’s position. Accrued 

vacation liability has not been deducted by the Commission in past rate cases and is a current 

liability on AIC’s books due and payable within one year.  Accordingly, accrued vacation is not 

a source of non-investor supplied capital available to finance Rate Base investment.  Table 1 

below shows why accrued vacation is not a source of non-investor supplied capital available to 

finance Rate Base investment, based on a review of the timeline of accruals, payments, and 

ratepayer funding of the accruals from 2004 through 2011. (Ameren Ex. 11.0R (Stafford Reb.), 

pp. 15-16.)  The first column presents the year AIC Vacation Paid was accrued in AIC’s 

financial statements.  The second column presents the year those vacation accruals were made to 

employees and eliminated AIC's liability balance.  The third column presents the 12-month 

period that the vacation accruals included in payroll costs were included in rates. (Id., p. 15.) 

As Mr. Stafford explained, a rate case test year of 2004 was filed in 2005 with new rates 

received January 2007, so on the first line, calendar year 2007 is listed as the 12 month period 

vacation accruals were collected in rates.  There was no rate case test year filed for 2005, so the 

2005 accruals were not recovered in rates. A similar pattern follows based on rate case filings 

using 2006 and 2008 test years and timing of new rates, with no rate case filings using 2007 and 

2009 test years. Since 2010 is the first formula rate year in Docket No. 12-0001, the date of new 
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rates is listed as October 2012. However, in the pending docket, the effective date for new rates 

will be January 2013, so only 3 months of the calendar year 2010 accrued vacation will collected 

in rates. (Id., p. 16) 

As this Table clearly illustrates, by the time the Company collected its first dime of cost 

recovery from ratepayers for accrued vacation, the Company had already made payments to 

employees that eliminated the entire liability for accrued vacation included in payroll costs. 

TABLE 1 

AIC Vacation 
Paid Accrued       

Payments made to 
Employees 

Costs Recovered  
from  Ratepayers 

2004 2005 2007 
2005 2006 None 
2006 2007 Oct 2008 - Sep 2009 
2007 2008 None 
2008 2009  May 2010 - Apr 2011  
2009 2010  None  
2010 2011  Oct 2012 – Dec 2012  
2011 2012 2013 

 

 (Id., p. 16.)  It should be noted that although accrued vacation is expensed or capitalized on 

AIC's financials before payments are made, these costs are not included in rates until after they 

are paid.  Therefore, these costs do not represent a source of non-investor supplied funds and 

Staff and intervenrs’ adjustment should be rejected. 

2. ADIT—FIN 48 

The issue concerns the appropriate ratemaking treatment of so-called “FIN 48 liabilities” 

that was addressed in Docket 12-0001.  In that case, the Commission adopted the proposal to 

reduce rate base to reflect the FIN 48 balances.  Ameren, Docket 12-0001, Order, p. 44.  As with 

other issues in this Docket, AIC continues to contest this issue in order to preserve its right to 

rehearing and appeal.  In addition, however, the record in this Docket No. 12-0293 makes clear 
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that AIC’s position on FIN 48 in this Docket should be adopted and the position of Staff and 

Interveners rejected, because: 

• There is a cost associated with FIN 48 amounts, and so they cannot be treated for 
ratemaking purposes as a cost free source of capital. 
 

• Taking of uncertain tax positions benefits ratepayers. 
 

• The proposals of Staff and interveners address the protection of ratepayers in the 
less likely scenario but ignore the impact on the utility of the more likely 
scenario, thereby eliminating the incentive to the utility to take the uncertain 
position that benefits ratepayers. 

FIN 48 requires that the amount of tax that AIC and its outside auditors have concluded 

"more likely than not" will eventually be paid to taxing authorities in connection with the 

uncertain position must be reflected on the balance sheet as a tax liability.  Interest and penalties 

must also be accrued.  (Id.)  But Staff and certain Interveners believe AIC’s FIN 48 amounts of 

$8.59 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.  (ICC Staff Ex. 6.0, pp. 5-6; CUB Ex. 1.0 (Smith Dir.), p. 16-17.)   

FIN 48 Amounts Are Not a “Cost Free” Source of Capital 

The FIN 48 Interpretation document itself requires that “When the tax law requires 

interest to be paid on an underpayment of income taxes, an enterprise shall begin recognizing 

interest expense in the first period the interest would begin accruing according to the provisions 

of the relevant tax law.”  (AIC Cross Ex. 7, p. 12.)   Likewise, applicable penalties must be 

recorded.  (Id., p. 13.)   

CUB recognizes this. As CUB witness Mr. Smith explains, “If the uncertain tax positions 

were resolved by the tax authority fully disallowing the uncertain amounts, AIC would have to 

pay the taxes with interest.”  (CUB Ex. 1.0, p. 19.)  He goes on to say that although “ that interest 

would be tax-deductible, and the Company would have had the use of the money (similar to a 
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government loan) during the period before payback for only the cost of the interest.” “Only the 

cost of the interest” is still a cost to AIC associated with the FIN 48 amounts.  In other words, 

just like debt is not cost free, neither are FIN 48 amounts.  

That actual interest expense on FIN 48 amounts may be low or zero in any given year 

does not mean the interest cost component of FIN 48 amounts does not exist, or that one can 

assume based on that given year that the FIN 48 amounts are “cost free.”  Such an assumption 

would be the same as saying the customer deposits are “cost free” simply because Commission’s 

customer deposit interest rate is currently zero.  Applicable interest must be accrued on FIN 48 

amounts.  Thus, the FIN 48 amounts are not “cost free” and so the position of Staff and 

Interveners should be rejected. 

Taking Uncertain Tax Positions Benefits Ratepayers. 

If, contrary to the expectations of the experts (i.e., under the less likely scenario), AIC is 

able to prevail in the assertion of an uncertain tax position, at that point the non-ADIT capital 

would be re-characterized as ADIT capital and deducted from rate base, to the customer’s benefit. 

(Ameren Ex. 15.0R (Warren Reb.), p. 12; Tr. 452-53.) The record in this case shows that AIC 

took aggressive, uncertain tax positions, that ultimately, 60% of those uncertain tax positions 

were allowed by the taxing authority, and ratepayers ultimately received a benefit in the form of 

increased ADIT.  (Ameren Ex. 23.0 (Warren Sur.), p. 3.)  AIC’s prudently aggressive tax 

positions created over $6 million of ADIT that wouldn’t otherwise exist. These ADIT amounts 

have been reflected for ratemaking purposes in this filing.  (Ameren Ex. 23.0, p. 5.)  Imagine 

instead that AIC had not taken the uncertain tax position: in that case, ratepayers would never 

have received that benefit.  Obviously, if AIC never asserts its uncertain position, this 

incremental zero-cost capital cannot come into being.  (Ameren Ex. 15.0R, p. 12.)  
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The Proposals of Staff and Interveners Eliminates the Incentive to the Utility to Take the 
Uncertain Positions that Benefit Ratepayers 

Deducting FIN 48 balances from rate base as Staff and Interveners recommend unfairly 

punishes utilities that take aggressive tax positions that benefit ratepayers.  Staff and Interveners 

position (and the Commission’s conclusion in Docket No. 12-0001) purport to protect ratepayers.  

But the “protection” of adding FIN 48 to ADIT balances is protection against the less likely 

outcome—that an uncertain tax position will be allowed and the deductions reclassified as ADIT.  

If the more likely outcome occurs, and FIN 48 balances are paid to the government, the utility is 

penalized by the Staff and Intervener approach.  These funds, once repaid to the government, are 

not, by definition, “available” to the utility, whether on a “cost-free” basis or otherwise.  

(Ameren Ex. 15.0R, p. 12.)  Yet despite their unavailability they have been deducted from rate 

base.  

When funds produced by the assertion of an uncertain tax position are treated as cost-free 

capital, added to ADIT and deducted from rate base, it is not in AIC’s interests to take more 

aggressive tax positions because a rate base reduction occurs for sums that are likely to be repaid 

with interest when assessed by the government.  AIC would be better off not taking the uncertain 

position.  (Id., pp. 12-13.)  The need to preserve this incentive has been recognized in other 

jurisdictions.  In Union Electric Company, d/b/a AmerenUE's Tariffs to Increase Its Annual 

Revenues for Electric Service, Case No. ER-2008-0318, the Missouri Commission found: “Both 

ratepayers and shareholders benefit when AmerenUE takes an uncertain tax position with the 

IRS, because saving money on taxes benefits the company’s bottom line and reduces the amount 

of expense the ratepayers must pay.”  Order, Case No. ER-2008-0318, 2009 Mo. PSC Lexis 71, 



 

11 

*55 (Mo. PSC Jan. 27, 2009).1    The Commission concluded, “[t]he best way to encourage 

AmerenUE to continue to take uncertain tax positions is to treat the company fairly in the 

regulatory process.”  Id.  It found treating FIN 48 liabilities as ADIT is unfair to the utility 

because “[i]f the ultimate outcome before the IRS matches the FIN 48 analysis . . . there would 

be no deferral of tax and no means by which AmerenUE would recover the amount that reduced 

rates, but was not actually realized by the company.”  Id.  The Commission should adopt a 

similar result here.  

3. ADIT—Projected Additions 

AIC is cognizant of the Commission’s findings on this issue in Docket Nos. 11-0721 and 

12-0001.  However, as explained elsewhere, those findings are still subject to rehearing and 

appeal.  AIC respectfully submits, for the reasons discussed herein, those findings are in error.  

The EIMA is clear: for both the initial and updated formula rate inputs, 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 or 

inputs are filed.  220 ILCS 5/16-108.5(c)(6), (d)(1) (emphasis added).  No other items are to be 

“updated.”  Staff and Intervenors argue, however, an additional update—to reflect ADIT 

generated by 2012 plant additions.  (ICC Staff Ex. 3.0R (Chang Dir.), pp. 4-7; CUB Ex. 1.0 

(Smith Dir.), pp. 27-29; AG/AARP Ex. 2.0 (Effron Dir.), pp. 14-16.)  But, such an adjustment is 

contrary to the plain language of the EIMA.  Staff and Intervenors read into the EIMA a 

requirement that simply is not there.  No other adjustments are required—specifically, there is no 

mention of a “corresponding” adjustment for ADIT.  See e.g., Northern Moraine Wastewater 

Reclamation Dist. v. Ill. Commerce Comm’n, 392 Ill. App. 3d 542, 565, 912 N.E.2d 204, 225 

                                                
1 Available at https://www.efis.psc.mo.gov/mpsc/commoncomponents/view_itemno_details.asp?caseno=ER-2008-
0318&attach_id=2009011572. 
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(2nd Dist. 2009) (“[T]he enumeration of one thing in a statute is construed as the exclusion of all 

others.”)  That Staff and Intervenors believe such additional adjustment is necessary to guard 

against overstated rate base is of no consequence.  “[I]t is not within the province of an 

administrative agency or court to take from or enlarge the meaning of a statute by reading into it 

language which will, in the opinion of either, correct any supposed omission or defects.”  

American Steel Foundries v. Gordon, 404 Ill. 174, 180-81 (1949).   

Nevertheless, as stated, Staff and Intervenors claim an adjustment for ADIT for future 

plant is necessary to guard against overstated rate base and “artificially increase[d] rates.”  (ICC 

Staff Ex. 3.0R, p. 5 (quoting ComEd, Order, Docket 11-0721 (May 29, 2012), pp. 59-60); CUB 

Ex. 1.0, p. 27.)  But that AIC’s formula rates will not reflect ADIT on projected plant does not 

mean that rate base will be “overstated.”  This is because, by the time rates are in effect for each 

successive update proceeding, AIC will have actually incurred the capital costs for that projected 

year.  (Ameren Ex. 19.0R (Stafford Reb.), pp. 18-19.)  

Even if Staff and Intervenors’ concern was valid from a theoretical perspective, it is 

irrelevant for formula ratemaking purposes.  Formula rates are to be established based on “actual 

costs” and reconciled annually with “actual costs.”  Accordingly, initial rates must reflect actual 

ADIT as reported in FERC Form 1.  When these rates are reconciled in 2013, the 2012 FERC 

Form 1 will report actual ADIT recognized in AIC’s books for calendar year 2012.  Any over- or 

under-recovery produced by rates in effect during 2012 will show up as an adjustment to rates 

established in 2013 (and effective as of January 2014).  Establishing and reconciling rates based 

on actual costs ensures that customers will pay rates based on actual costs—no more and no less. 
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4. ADIT—Step Up Basis Metro 

AG/AARP’s “Step-Up Basis” Recommendations Are Asymmetrical and Should Be 
Rejected. 

AG/AARP recommends an additional rate-base reduction related to account 190.  

According to Mr. Effron, “In 2005, Union Electric [(UE)] transferred certain tax depreciable 

assets to CIPS” which “took place at the book value of the assets, which at the time of the 

transfer was higher than the tax basis.”  (AG Ex. 2.0 (Effron Dir.), p. 7.)  Mr. Effron asserts that 

this transfer “did not result in any payment of taxes” and “should not result in any increase to the 

net value of those assets included in the Company’s rate base.”  (Id., pp. 7–8.)  In his view, “the 

ADIT associated with the assets at the time of the transfer should follow the assets, without any 

offset.”  (Id., p. 8.)   

The error in this recommendation is that it assumes that the transfer would, in fact, result 

in any return of additional funds to AIC.  Mr. Effron has simply misunderstood the facts; this 

transfer had zero effect on rate base.  Staff witness Everson agreed that the evidence showed that 

“net ADIT included in rate base from this transfer is zero,” and therefore that “an adjustment is 

not necessary.”  (Staff Ex. 10.0 (Everson, Reb.), pp. 4-5.)     

The problem seems to be that Mr. Effron focused exclusively on one item, when that item 

was only one part of the accounting necessary to accommodate CIPS’s purchase of UE’s assets.  

When CIPS purchased the UE property, it did so at net book value, so no book-tax difference 

and no ADIT resulted.  But UE’s records “reflected the book value of the assets, depreciation 

reserve and ADIT as they were on UE’s records prior to the sale.”  (Ameren Ex. 11.0R (Stafford 

Reb.), p. 26.)  So to account for the overall lack of book-tax difference, CIPS set up a 

corresponding “contra-deferred tax liability . . . in the 190 account so that net deferred taxes at 

the date of the purchase on CIPS books was zero.”  (Id.)   
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In short, Mr. Effron is attempting to zero out an ADIT entry that has already been zeroed 

out: “net ADIT included in AIC rate base is zero.”  (Id., p. 27 (emphasis added).)  AG/AARP’s 

recommendation, then, represents an attempt at double-counting.  The step-up-basis item in 

account 190—which Mr. Effron recommends offsetting by a reduction to rate base—is already 

“offset by an equal amount of credit balance of ADIT in account 282.”  (Id.)  Making 

AG/AARP’s reduction would not correct any error; it would commit one, by understating rate 

base. 

Mr. Effron’s own reference to “the journal entry to record the transfer” (which he points 

out shows that offsetting entries were made to account 411) confirms the error.  (AG/AARP Ex. 

2.0, p. 7 (emphasis added).)  There is not just one entry.  As AIC witness Stafford explained, Mr. 

Effron did not consider “the other journal entries presented in [the cited] response” and that 

response “clearly shows that there were other entries associated with the metro transfer, not just 

to accounts 190 and 411, but to accounts 282 and 410 as well.”  (Ameren Ex. 11.0R, p. 28.)  

“The effect of these entries, on a combined basis, show the amounts recorded to account 190 

were exactly offset by amounts recorded to Account 282.”  (Id.)  The net ADIT effect, in other 

words, was zero.  So Mr. Effron simply fails to address the core problem with his proposed 

adjustment.  If AG/AARP will insist on reversing the entries to Account 190, then the 

contemporaneous, offsetting entries must be reversed as well.  While it might serve AG/AARP’s 

ends to undo only half of the accounting related to this transfer, such asymmetry would be 

inappropriate and unfair.  It must be rejected. 

Mr. Effron offered no response to these issues in his rebuttal testimony.  He simply 

reiterated his position that “[UE’s] ADIT balance should follow the assets, without any entry to 

Account 190 to offset the credit balance of ADIT.”  (AG/AARP Ex. 4.0 (Effron Reb.), p. 3.)  
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Once again, this simply ignores the fact that the only challenged entry has already been zeroed 

out.  When the challenged entries to account 190 were made, offsetting entries were also made to 

account 282.  (Ameren Ex. 19.0R (Stafford Sur.), p. 22:455–473.)  So if Mr. Effron will insist on 

undoing the entries to account 190, then consistency and symmetry demand undoing the zeroing-

out entries to account 282, too.  (Id.)  Mr. Effron’s rebuttal testimony does not acknowledge this 

issue and hence offers no justification for adopting his asymmetrical recommendation.  In short, 

AG/AARP’s step-up-basis reduction must be rejected. 

5. Cash Working Capital  

AIC has included $13,607,000 for cash working capital in rate base in this proceeding.  

(Ameren Ex. 1.1, Schedule FR B-1, line 28 and App 3.)  AIC’s cash working capital calculation 

is based upon a lead/lag methodology developed in the testimony and supporting workpapers of 

AIC witness Mr. David Heintz in Docket No. 12-0001.  (Ameren Ex. 1.0 (Stafford Dir.), p. 20.)  

Those workpapers were included in AIC’s filing in support of Schedule B-8 of the Part 285 filing 

schedules.  In Docket No. 12-0001, AIC proposed to update the lead/lag analysis every three 

years for purposes of the formula rate.  As a result, for this initial update filing, only an update of 

the revenue and expenses for the applicable calendar year, 2011, has been reflected in the 

determination of cash working capital on App 3.  (Id.) 

(a) Pass Through Taxes Revenue Lag 

AIC recognizes that the Commission set the revenue lag for pass through taxes at zero 

days in Docket 12-0001.  However AIC maintains its position on this issue.  AIC proposes a 

revenue lag of 34.54 days for pass-through taxes, specifically, Energy Assistance Charges (EAC) 

and Municipal Utility Tax (MUT), in its cash working capital calculation.  (Ameren Ex. 22.0 

(Heintz Sur.), p. 3.)  This reflects the actual treatment of pass through tax collections and 

remittances by AIC.  (Id.)  Staff witness Mr. Kahle and AG witness Mr. Brosch recommend that 
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the revenue lag period associated with pass-through taxes included in AIC’s cash working capital 

determination be set to zero days.  (ICC Staff Ex. 2.0C (Kahle Dir.), p. 5; AG/AARP, Ex. 1.5, pp. 

13-15.)   

The crux of the dispute with respect to the EAC is whether AIC’s cash working 

calculation should reflect the amount of time that AIC could hold pass through taxes under the 

statutory remittance requirement, or the amount of time that AIC actually does hold the pass 

through taxes before remitting.  AIC’s cash working capital amounts reflect the latter.  This is 

consistent with the Commission’s Order in Docket No. 11-0282, which expressly rejected Staff’s 

proposal to use zero lag days for EAC in AIC’s last gas rate case.  Ameren Illinois Co., Order, 

Docket 11-0282 (Jan. 10, 2012), p. 13.  Mr. Kahle acknowledged at hearing that, under AIC’s 

actual remittance practice, AIC only has access to the EAC funds for 4 days and the MUT funds 

for only 14 days.  (Ameren Cross Ex. 1 (Docket No. 12-0001 Tr. at 211).)  The cash working 

capital calculation should reflect this, and the Commission should continue to utilize AIC’s 

actual remittance practice, as it did in Docket No. 11-0282.   

Staff’s position chooses consistency with the order in Docket No. 11-0721 over 

consistency with the Commission’s order in AIC’s gas rate case, Docket No. 11-0282—an order 

for the same utility that has the same pass-through tax payment practices at issue in this case.  

The fact that the order in Docket No. 11-0282 was for AIC’s gas business does not negate its 

applicability to AIC’s electric business.  Mr. Kahle conceded at hearing that the facts at issue are 

the same between this case and the gas case.  (Tr. 131-32.)  AIC’s gas and electric operations are 

both part of the same utility.  (Tr. 131.)  The taxes in question are billed, collected and remitted 

to the taxing authorities in exactly the same manner for AIC’s gas and electric business.  (Tr. 

131-32.)  AIC has not modified its EAC remittance schedule since the Commission’s decision in 
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Docket No. 11-0282.  (Tr. 131.)  Based on Mr. Kahle’s own admissions, it is illogical for the 

Commission to disregard its decision in Docket No. 11-0282.  

Moreover, as AIC witness Mr. Heintz explained, not all utilities treat pass-through taxes 

in a similar manner.  (Ameren Ex. 22.0, p. 7.)  However, the position taken by Staff does not 

examine differences in remittance practices between AIC and ComEd.  (See id., p. 6.)  For 

example, the record in this case makes clear that AIC would incur time and expense to change its 

remittance timing for the EAC.  (Ameren Ex. 13.0 (Heintz Reb.), p. 9.)  There is no evidence that 

ComEd would incur similar time and expense to change its remittance practices. 

The Commission should reject the parties’ proposed zero days revenue lag attributed to 

pass-through taxes in favor of the 34.54 revenue lag supported by AIC.  AIC’s analysis 

accurately reflects the actual timing of the billing, collection, processing and bank float 

associated with customers’ payments during the test year. 

(b) Revenue Collection Lag 

The Order in Docket No. 12-0001 rejected AG’s recommendation to not utilize AIC’s 

actual aged receivable methodology.  Ameren, Docket 12-0001, Order, p. 25.  The lead lag 

values for this issue are identical in this proceeding as those presented (and approved by the 

Commission) in Docket No. 12-0001—only the dollar values have changed.  Perhaps seeing the 

writing on the wall, Mr. Brosch declined to discuss this recommendation on rebuttal given the 

Commission’s Order in Docket No. 11-0721 (ComEd’s formula rate case) and the Proposed 

Order in AIC Docket No. 12-0001 accepting an accounts receivable aging midpoint estimation of 

revenue collection lag.  (AG/AARP Ex. 3.0 (Brosch Reb.), p. 4.)  AIC will not repeat at length 

the same arguments the Commission has just recently considered and decided.   

AG/AARP witness Mr. Brosch continues to criticize AIC’s analysis because of its 

“unsubstantiated assumptions,” (AG/AAR Ex. 1.5, p. 5 of 17) and “assumed, rather than proven, 
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dates when customers, on average, actually remit payments of their utility bills”  (Id., p. 3-4 of 

17.)  But, as the Commission found in Docket No. 12-0001, AIC has used a collection lag 

methodology, based on actual data, repeatedly sanctioned by the Commission and similar to that 

employed by other major Illinois utilities.  In its Final Order in Docket No. 11-0721, the 

Commission approved ComEd’s use of a midpoint methodology in its initial formula rate 

proceeding.  Commonwealth Edison Co., Docket 11-0721, Order, (May 29, 2012), p. 41-42.  The 

Commission found AIC had adequately considered the issue presented in calculating the 

collection lag in Docket No. 12-0001.  Ameren, Docket 12-0001, Order, p. 25.  Thus, the 

Commission should reject AG/AARP’s recommendation in this case.  

Mr. Brosch also continues to propose that in future rate proceedings, AIC should be 

required to calculate the collections lag based upon what he deems to be generally accepted 

methods: 1) a study of the timing of customers’ actual remittances; or 2) daily accounts 

receivable turnover.  (AG/AARP Ex. 1.5, p. 12.)  These proposals should be rejected as 

unnecessary.  First, a customer remittance analysis to calculate the collections lag should not be 

used.  As the name implies, the customer remittance analysis examines the timing of actual 

payments made by customers.  (Ameren Ex. 13.0 (Heintz Reb.), p. 15.)  While on its face, the 

analysis would seem reasonable; it would exclude any customer bills that have not been paid.  

Therefore, the analysis is biased towards customers that pay their bills on time and ignores (or 

penalizes AIC for) those customers that have outstanding balances.  (Id., pp. 15-16.)  Second, the 

additional studies proposed by Mr. Brosch would result in additional cost (id., p. 16), and Mr. 

Brosch has failed to demonstrate that undertaking such studies would produce a materially better 

result or would justify the time and expense to develop the data needed to perform the study.  As 

the Commission agreed: Mr. Brosch’s proposed method “could be biased toward certain 
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customers and unduly penalize AIC, without any evidence that the additional cost would produce 

a better result for the Commission’s consideration.” Ameren, Docket 12-0001, Order, p. 25.  

In sum, AIC has calculated its proposed collection lag using actual data, and a 

methodology approved by the Commission.  For the foregoing reasons, Mr. Brosch’s proposals 

should be rejected. 

(c) Income Tax Expense Lead and Lag 

As the Order in Docket No. 12-0001 found, AIC’s utilization of statutory tax rates and 

payment dates when determining cash working capital is consistent with Commission practice of 

not considering current and deferred income taxes separately for the purposes of calculating cash 

working capital.  Ameren, Docket 12-0001, Order, p. 29.  The Commission also noted it has a 

long-standing practice of setting AIC’s income tax expense based on statutory tax rates and 

payment dates when calculating income tax expense for revenue requirement purposes.  Id.  As 

such, AIC does not distinguish between current and deferred tax expense for cash working 

capital purposes.  (Ameren Ex. 13.0 (Heintz Reb.), p. 19.)  Nor does AIC include permanent tax 

differences in its income tax expense calculation.  (Id., p. 18.)  

AG witness Mr. Brosch recommends revenue lag and expense lead days be set at zero for 

income taxes in the cash working capital analysis.  (AG/AARP Ex. 1.5, pp. 34-35.)  The basis for 

his recommendation, he asserts, is because AIC’s 2011 income taxes currently payable are 

substantially negative and more than 100% of AIC’s 2011 income taxes are actually non-cash 

deferred income taxes, for which there is no current period cash flow that could contribute to 

cash working capital.  (Id., pp. 32-33.)      

Mr. Brosch’s recommendation is not valid for setting AIC rates.  Not only is it 

inconsistent with Commission practice, Mr. Brosch’s proposal disrupts the balance between the 

ratemaking cost of service and the inputs to the cash working capital calculation.  The 
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differentiation between current and deferred income tax expenses can swing between rate filings, 

reflecting then current tax laws.  (Ameren Ex. 13.0, p. 28.)  The use of statutory tax rates and 

payment dates maintains a consistent treatment of income tax expense for ratemaking purposes 

and avoids such swings in balances.  (Id.)  Indeed, both the Commission and Staff have accepted 

AIC’s calculation of income tax expense based upon the statutory tax rates and payment dates in 

prior rate proceedings, including AIC’s initial formula rate filing (Docket No. 12-0001).  Ameren, 

Docket 12-0001, Order, p. 29; (Ameren Ex. 13.0, p. 29; ICC Staff Ex. 7.0 (Kahle Dir.), p. 7.)  

IV. OPERATING EXPENSES 

A. Overview 

The overall operating expenses are shown in Appendix A. 

B. Uncontested or Resolved Issues 

1. Adjustment for Self-Disallowed Athletic Ticket/Event Expenses 

In its direct case filing, AIC removed $140,000 associated with electric jurisdictional 

costs for athletic event/sporting tickets.  (Ameren Ex. 1.2, Workpaper 7, Pages 128-29 of 197.)  

On rebuttal, AIC made minor revisions to the Account 930 portion of the adjustment.  (Ameren 

Ex. 11.0R, p. 49; Ameren Ex. 11.2, Workpaper 7, Pages 10-11 of 16; Ameren Ex. 11.4.)  The 

total electric jurisdictional amount removed from the revenue requirement was $123,000 with 

$118,000 being removed from Account 930.  (Id.)   

2. Adjustment for Self-Disallowed Regulatory Commission Expense--
Docket 11-0279 

In rebuttal, Staff recommended disallowance of $2,000 in certain consultant charges 

(among others) included in AIC’s Regulatory Commission Expense incurred in connection with 

Docket No. 11-0279.  (ICC Staff Ex. 6.0 (Ebrey Reb.), pp. 17-18, Attach A.)  AIC agreed not to 

pursue recovery of the cost.  (Ameren Exs. 18.0R (Nelson Sur.), p. 17; 19.0R (Stafford Sur.), p. 
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3.) 

3. Adjustment for EEI Memberships Dues Allocated to Lobbying 

Staff and AG/AARP recommend an adjustment to remove the portion of EEI Industry 

Association Dues that EEI allocates to lobbying activities.   AIC noted AG/AARP’s calculation 

more accurately reflects the lobbying portion of EEI Industry Association Dues included in 

AIC’s jurisdictional revenue requirement.  (Ameren Ex. 11.0R (Stafford Reb.), p. 4.)  In 

calculating her adjustment, Staff witness Ms. Chang relied on an AIC data request response that 

did not fully consider the portion of EEI industry dues, or lobbying portion of such dues, 

included in the jurisdictional revenue requirement, and thus overstated the adjustment.  AIC 

accepted AG/AARP’s disallowance on rebuttal and reflected the adjustment on line 11 of 

Ameren Exhibit 11.1, App. 7.  (Id.)  Staff also accepted AG/AARP’s calculation and agreed with 

the adjustment included in AIC’s rebuttal testimony.  (ICC Staff Ex. 8.0R-C (Chang), p. 3.)  

4. Account 909 – E-store Costs 

Staff, AG/AARP and CUB all propose an adjustment to remove $8,473, which represents 

the electric portion of expenses associated with the Ameren Corporation online employee E-

Store that were allocated to AIC and charged to Account 909.  (ICC Staff Ex. 8.0R-C Chang 

Reb.), p. 14; AG/AARP Ex. 3.0 (Brosch Reb.), p. 40; CUB Ex. 2.0C (Smith Reb.), p. 29.)  AIC 

still considers the E-store costs to be a reasonable business expense for a large utility that is not 

intended to promote AIC’s image.  (Ameren Ex. 14.0 (Pagel Reb.), pp. 20-21; Ameren Ex. 24.0 

(Pagel Sur.), pp. 14-15.)  Based on the Commission’s decision in Docket No. 12-0001 however, 

AIC agrees the parties’ proposed adjustment and has reflected the disallowance in the schedules 

attached to the Initial Brief as Appendix A. 

5. Account 909 – Self-Disallowed Focused Energy. For Life.  Costs 

As explained by Ameren witness Ms. Pagel in her surrebuttal, AIC has self-disallowed 
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$22,165.  (Ameren Ex. 24.0 (Pagel Sur.), p. 18; Ameren Ex. 24.3, Page 15 of 15.)  That amount 

includes the approximate $5,000 removed from the revenue requirement related to Corebrand 

research.  (Ameren Ex. 24.0, p. 18; Ameren Ex. 25.2.) 

6. Account 909 – Employee Book Purchases 

In her rebuttal testimony, Staff witness Ms. Chang proposed disallowance of a specific 

purchase card (P-Card) charge of $4,387 for copies of the book Strength & Compassion, Eric 

Greitens’ award-winning international humanitarian photography work with a series of essays on 

individuals living with courage even in times of great hardship and in the face of great evil.  

(ICC Staff Ex. 8.0R-C (Chang Reb.), p. 13.)  Although AIC considers the purchase of these 

books for its employees to be a reasonable business expense, in her surrebuttal testimony, 

Ameren witness Ms. Pagel agreed to remove the costs from the revenue requirement.  (Ameren 

Ex. 24.0 (Pagel Sur.), p. 10.) 

7. Account 909 – Other Self-Disallowed Expenses 

On rebuttal, AIC identified and self-disallowed  $48,791 of advertising expenses 

recorded in Account 909 for activities not related to AIC.  (Ameren Exs. 11.0R (Stafford Reb.), p. 

5; 14.0 (Pagel Reb.), pp. 18-19; 14.3, Page 1 of 45.)  Of that amount, $22,165 of advertising 

expenses was included in the costs collectively referred to as Focused Energy. For Life. expenses.  

Accordingly, the amount of non-Focused Energy. For Life. Account 909 expense self-disallowed 

by AIC totals $26,626.  As with the other advertising expense disallowances, this amount has 

been reflected in the schedules attached to the Initial Brief as Appendix A.   

8. Adjustment for February 2011 Storm Event 

Ameren Exhibit 1.1, Schedule FR B-1, line 31 identifies Other Deferred Charges in 

excess of $3.7 million that can be included in Rate Base under Section 16-108.5 of the Act. 

Deferred Charges as shown in AIC Exhibit 1.1, Schedule FR B-1, line 31 and App 5 in the 
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amount of $6,361,000 are incremental costs for a February 2011 storm event.  Total incremental 

costs of $7,951,000 are being amortized over 5 years, with 1/5 of the cost included in operating 

expense in the amount of $1,590,000 and the remaining 4/5, or $6,361,000, of the cost included 

in Rate Base, as further detailed in AIC Exhibit 1.1, App 7, line 29. Since the storm event 

occurred in the year prior to AIC's opt-in to formula rates and prior to the first calendar year true-

up, the Company does not intend to continue the deferral and amortization of these costs in 

subsequent formula rate filings. No party opposes this treatment. 

C. Contested Issues 

1. Account 909 – Advertising Expense 

The PUA expressly allows utilities to recover certain advertising expenses.  220 ILCS 

5/9-225(3).  They include: advertising on energy conservation, peak demand, service 

interruptions, energy efficiency, information on business locations and hours, and advertising 

required by law or regulation.  Id.  The Commission’s rules add to that list “advertising regarding 

customer service which directly relates to the utility service received by the customer, identifies 

company employees and their functions, explains the company's terms and conditions of service.”  

Part 295.30(g).  These are not intended to be exclusive categories of recoverable costs.  These 

are simply the categories of expenses that have been expressly identified as recoverable. 

The PUA also carves out advertising expenses the Commission “shall not consider” when 

determining any rate or charge: “any direct or indirect expenditures for promotional, political, 

institutional or goodwill advertising.”  220 ILCS 5/9-225(2).  “Promotional” and “Goodwill or 

institutional” advertising are narrowly defined.  “Promotional advertising” is 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.”  

220 ILCS 5/9-225(1)(c).  “Goodwill or institutional advertising” is advertising “either on a local 
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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.”  220 ILCS 5/9-225(1)(d).  Moreover, promotion and goodwill advertising expenses are 

still recoverable if “in the best interest of the Consumer.”  220 ILCS 5/9-225(2). To ensure the 

Commission did not consider the expenses identified to be the only recoverable advertising 

expenses, the General Assembly also included a “Other” category to cover costs that could not 

be pigeon-holed into an express category but that were not incurred on “political, promotional, 

institutional, or goodwill advertisements.”  220 ILCS 5/9-225(3)(i). 

In this proceeding, Staff proposes disallowances for advertising expenses incurred in 

2011 for (1) consulting fees paid to Strategic International Group related to work done on AIC’s 

energy assistance messages; and (2) purchase card charges for items less than $200.  Staff also 

supports a disallowance proposed by CUB and AG/AARP (though for different amounts) for 

costs incurred in 2011 associated with the development and rollout of advertisements connected 

with the Focused Energy. For Life. campaign.  As explained below, the Commission should 

reject these three adjustments.  The amounts at issue were not spent on goodwill advertising.  

Nor were they spent on promotional advertising.  They were spent on outreach initiatives and 

educational messaging that are at the heart of AIC’s customer education programs.  And they 

were supported by invoices, detailed cost worksheets, exemplary ads and scripts, and sworn 

testimony of AIC personnel.  They are recoverable, not excludable, advertising expenses. 

(a) Focused Energy. For Life. Initiative Costs 

Staff, AG/AARP and CUB all seek to disallow certain advertising costs that AIC incurred 

and charged to Account 909 in connection with the development and rollout of a new customer 

education campaign and messages.  The customer communication costs at issue are collectively 

referred to as Focused Energy. For Life. advertising expenses.  The aggregate electric costs for 
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this initiative amount to $604,000, or approximately 25% of the $2.4 million in advertising 

expenses AIC included in its proposed revenue requirement for Account 909.  (Ameren Ex. 24.0 

(Pagel Sur.), p. 17.)  From that $604,000 amount, AIC already has self-disallowed $22,165 for 

certain expenses incurred associated with this new initiative, and has reflected that disallowance 

in the schedules attached to the Initial Brief as Appendix A.  (Ameren Exs. 24.3; 24.0, p. 18.)  

Included in that disallowance are the expenses incurred in connection with “brand” research 

conducted by an outside vendor.  (Ameren Ex. 25.2.)  Thus, the remaining Focused Energy. For 

Life. advertising expenses at issue that AIC seeks to recover amount to $582,137. 

The adjustments to these expenses proposed by Staff and Intervenors vary in amount and 

reasoning.  Staff witness Ms. Chang and CUB witness Mr. Smith seek to disallow 100% of the 

expenses.  In sharp contrast, AG/AARP witness Mr. Brosch proposes a 50% disallowance of the 

associated costs.  Staff witness Ms. Chang claims these expenses funded “an initiative to portray 

a positive Company image or identity to the public” that amounts to “goodwill advertising and 

an attempt for name branding.”  (ICC Staff Ex. 8.0R-C (Chang Reb.), p. 13, lines 271-73.)  CUB 

witness Mr. Smith similarly claims the expenses funded “a corporate branding campaign,” the 

cost of which “should be borne by shareholders.”  (CUB Ex. 2.0C (Smith Reb.), p. 31, lines 727-

29.)  AG/AARP witness Mr. Brosch, however, acknowledges the Focused Energy. For Life. 

communications effort and associated costs (at least in part) developed messaging for and 

provided information to customers that is allowable advertising under the Act and the 

Commission’s rules.  (AG/AARP Ex. 3.0 (Brosch Reb.), p. 38, line 801- p. 39, line 854.) 

To his credit, AG/AARP witness Mr. Brosch grasps the breadth of the Focused Energy. 

For Life. initiative.  As Ameren witness Ms. Lord explains in testimony and at the hearing, the 

costs associated with this communications effort resulted in a series of educational messages on 
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topics of key importance to customers.  (Ameren Exs. 17.0 (Lord Reb.); 25.0. (Lord Sur.); Tr. 

185-189.)  The focus of the initiative was identification, development, and delivery of those 

messages in a clear, consistent and cost-effective manner.  Attached to Ms. Lord’s surrebuttal are 

examples of the advertising scripts and banners that were developed as a direct result of this 

effort.  (Ameren Ex. 25.1.)  As shown in Ameren Exhibit 25.1, the messages were forms of 

advertisements, the costs of which are expressly allowable under the Act and the Commission’s 

rules, on topics ranging from Smart Grid, Reliability, Safety, Storm Preparation, Energy 

Conservation, and Energy Efficiency.  That is evident from talking points developed for the 

Focused Energy. For Life. campaign.  (See AG/AARP/Ameren Cross Ex. 1-C, pp. 12-15 (area of 

focus included Energy Efficiency, Safety, Reliability, Renewables, and Energy Supply).  That is 

also evident from media spots designed and produced during 2011.  (See id., pp. 9, 16-21.)   

With the introduction of any new consumer education initiative and development of 

associated advertisements, there are necessarily costs incurred by the utility for outside vendor 

services.  One of the local vendors used by AIC in 2011 to assist with the rollout of the Focused 

Energy. For Life. platform was the Simantel Group (Simantel) with offices in St. Louis and 

Peoria.  Outside vendors like Simantel have the expertise to design and develop the video, audio, 

print and digital communications, materials that accompany any advertising initiative.  (Tr. 185-

86.)  They provide the website professionals who develop, design and host the websites AIC uses 

to communicate with its consumers.  (Id.)  They provide the resources to design booth displays 

and brochures used at community outreach events.  (Id.)  They provide the resources to conduct 

customer research to identify the topics that customers consider most important.  (Id.)  They 

assist in identifying the mediums, including digital mediums, which provide a cost-effective 

channel for reaching consumers with messaging.  They are an essential and integral part of any 
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consumer outreach team.  The services provided by Simantel in 2011, for instance, helped AIC 

develop mass media messages and strategies on energy efficiency, energy conservation, safety, 

storm preparation, reliability and smart grid.  (Tr. 187-88.)  As Mr. Brosch recognizes, the costs 

collectively referred as Focused Energy. For Life. advertising expenses that supported these 

educational activities are allowable and recoverable expenses under the Act. 

Where Mr. Brosch and AIC disagree is the percentage of costs associated with this 

initiative that should be disallowed and borne by shareholders.  In support of his “dual purpose” 

theory and 50% disallowance, Mr. Brosch pulls out snippets from internal power points and 

Simantel memorandums, which claimed a relationship between the utility’s “brand” and 

shareholder value.  As Ms. Lord explained in surrebuttal testimony and at the evidentiary 

hearings however, the support for those statements—and the belief in that correlation—was 

preliminary research from an outside consultant (Corebrand) that was later rejected as not 

reliable.  (Ameren Exs. 25.0, pp. 7-8; 25.2; Tr. 193.)  Indeed, notably absent from proposed 

advertising strategies for 2012 developed in late 2011 is any discussion of the relationship 

between “brand” and shareholder value.  (AG/AARP/Ameren Cross Ex. 1-C, pp. 1-8.)  AIC 

concurs with Mr. Brosch that shareholder, not ratepayers, should cover the costs of that project.  

Consequently, the costs incurred in 2011 related to that research have been identified and 

removed from the proposed revenue requirement.  That amount ($5,000), however, represents 

less than 2% of the costs Mr. Brosch seeks to disallow. 

It would be arbitrary and inappropriate for the Commission to disallow all Focused 

Energy. For Life. Expenses—25% of the advertising costs AIC included in Account 909 based 

solely on Staff’s and CUB’s unsupported suggestion that every dollar spent in connection with 

the Focused Energy. For Life. initiative was spent with the intention of improving the utility’s 
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image.  There simply isn’t any evidence in the record to support that assertion or an adjustment 

of that size.  To accept Staff’s and CUB’s position, the Commission would have to give no 

weight to the vouchers AIC submitted on these costs, the exemplary scripts and ads that were 

developed, and the sworn testimony of AIC personnel submitted in this docket that explained the 

breadth of this initiative.  It would be no less defensible, however, were the Commission to 

accept Mr. Brosch’s proposed disallowance and exclude 50% of the costs associated with this 

initiative based on a solitary research project, the costs of which have already been removed 

from the revenue requirement.  The only reasonable outcome amongst the proposals offered by 

the parties is to allow AIC to recover the remaining Focused Energy. For Life. Expenses that it 

has not self-disallowed.  The Commission should not exclude, entirely or in large part, the 

advertising expenses incurred on a particular program based on weakly supported beliefs about 

the general purpose of the program.  The exercise should be done on a case-by-case, 

advertisement-by-advertisement basis.  The only party that has reviewed all of the vouchers 

associated with the Focused Energy. For Life. initiative is AIC.  The Commission should accept 

AIC’s self-adjustment as appropriate and not disallow any other related costs. 

(b) Strategic International Consulting Fees 

Staff proposes to disallow $72,540 from the proposed revenue requirement for charges to 

Account 909 for services provided by Strategic International Group (SIG).  (ICC Staff Ex. 8.0R-

C, (Chang Reb.), Schedule 8.04, Page 5 of 5.)  In 2011, SIG provided consulting and 

management services for a flat monthly fee for Ameren Illinois to facilitate communications to 

diverse audiences for various customer related programs concerning energy efficiency and 

energy assistance for low income residents.  (Tr. 146-147; Staff Cross Ex. 3 (KC 17.03 Attach, p. 

1 of 23 (Description of Billed Services for SIG).)  The services focused on reviewing and 

commenting on AIC’s methods and messages with the goal of making more effective AIC’s 
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customer communications on energy efficiency and energy assistance.  (Ameren Ex. 24.0 (Pagel 

Sur.), p. 14.)  Included within SIG’s review were various energy assistance programs that AIC 

were planning to pursue in connection with its EIMA investment program.  (Id.)  AIC’s contract 

with SIG expressly provided that SIG’s consulting services would not encompass lobbying 

activities as defined by local, state and federal laws.  (Staff Cross Ex. 3 (KC 17.03 Attach, p. 23 

of 23).)  The customer benefits from these consulting services were improvements in the 

effectiveness and reach of AIC’s energy efficiency and assistance messaging.  (Ameren Exs. 

24.0, p. 14; 14.3, pp. 16-17.)   

Staff claims AIC should not recover fees for the consulting services SIG provided on 

AIC’s messages for customer assistance programs.  (ICC Staff Ex. 8.0R-C, pp. 11-12.)  Staff 

suggests the record does not support these expenses.  (Id.)  Staff is wrong.  Section 9-225(3) of 

the PUA specifies recovery of advertising for, among other things, energy conservation, energy 

efficiency, and programs required by law as recoverable expenses.  The consulting fees at issue 

are consistent with the spirit, if not the letter, of the law.  The contract with SIG expressly 

defines the scope of work as advising on energy efficiency and energy assistance messages.  

Staff does not contend that energy assistance costs are not recoverable under the Act; nor would 

any party make that assertion.  And the sworn testimony of Ameren witness Ms. Pagel supports 

AIC’s contention that customers benefited from the improved messaging that resulted from these 

services.  There are no allegations or proof that AIC promoted the utility’s image with these 

costs, or otherwise profited from these expenditures.  Indeed, the contract itself expressly 

excluded any services for lobbying—evidence that this contract is for the benefit of consumers, 

not AIC.  That AIC negotiated a flat monthly fee for SIG’s services does not demonstrate the 

expense was unreasonable or unjust.  It just represents the market price for having SIG available 
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at a moment’s notice to advise.  There is nothing in the record to support Staff’s disallowance 

and a bevy of evidence supporting the reasonableness of the expense.  The Commission should 

reject Staff’s proposed disallowance and allow AIC to recover these expenses in formula rates. 

(c) Purchase Card Expense 

Staff proposed on rebuttal a disallowance of approximately $31,500 from the revenue 

requirements for charges to Account 909 for certain Purchase Card (P-Card) expenses.  As stated 

above, from that amount, AIC has agreed to disallow $4,387 for a specific P-Card purchase for 

books bought for employees.  The additional $27,108.91 in P-Card expense, however, remains 

contested.  This amount represents individual P-Card purchases charged to Account 909 in 2011 

that were less than $200.  Staff claims AIC failed to identify each P-Card purchase of $200 or 

less with a specific advertisement.  But that is not the evidentiary standard for disallowing 

advertising expenses.  The evidence Staff demands is neither readily available nor necessary for 

AIC to carry its burden that these expenses are recoverable business expenses.  That AIC has not 

manually connected the dots between every $1 charged to P-Cards and a specific ad or script 

produced in 2011 is not proof that supports a disallowance. 

A purchasing card or P-Card is a credit card obtained by an employee for business 

expenses.  (Ameren Exhibit 24.0 (Pagel Sur.), p. 10.)  Expenses reports listing P-Card purchases 

are electronically prepared and submitted to each employee’s supervisor for review and approval 

on a monthly basis.  (Id., p. 11.)  There are specific guidelines on what costs can be charged to P-

Cards and the accounting for those expenses.  (Tr. 150-51.)  There is an emphasis on the core 

values of integrity and accountability, to be responsible and prudent in the use of purchase cards.  

(Tr. 197.)  If the expense is not work-related or improperly accounted for, the expense is rejected.  

(Tr. 152.)  Work-related expenses charged to P-Cards include meals, travel, office supplies, and 

items used at community activities.  (Id.)  For AIC’s Communications Group, P-Cards are used 
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for community outreach events that involve an overnight stay, rental car, gasoline, parking, or 

meals.  (Id.; Tr. 148.)  P-Cards also are used for event-related charges, such as items for the 

booths and clothing for the presenters.  (Tr. 163.)  A P-Card can be used to purchase items 

needed for storm outage and restoration messaging, (Tr. 162-63), or just general recurring 

administrative expenses for a department (Tr. 160).     

Included in AIC proposed revenue requirement was $102,225 in P-Card expenses 

charged to Account 909.  (ICC Staff Ex. 8.0R-C (Chang Reb.), p. 12.)  The amounts, Staff 

admits, for many of the hundreds of individual P-Card purchases made in 2011 are “small.”  (Id.)  

Staff, however, still complains purchases less than $200 “were not identified with a specific 

advertisement or advertising campaign.”  (Id.)  Staff claims, absent AIC identifying the 

advertisement nexus for each purchase, these expenses should not be allowed for rate recovery.  

(Id., p. 13.)   

In rebuttal testimony, AIC provided Staff with additional information on the non-

invoiced P-Card charges included in Account 909.  (Ameren Exhibit 14.0 (Pagel Reb.), p. 18.)  

Specifically, Ameren Exhibit 14.4 (pp. 3-14) identified each individual P-Card purchase included 

in Account 909 and provided a line-item description of the purchase/vendor and the amount of 

the purchase.  The amounts ranged from a $0.60 parking charge at Southern Illinois University-

Edwardsville (p. 3) to an $11,760.69 charge from Telephone Marking Programs (TMP) for the 

cost of white pages, yellow pages and customer contact directories (p. 13).  In subsequent 

discovery, Staff asked for the transaction date, description of the materials/services 

purchased/recorded and cross-reference to the specific advertisement to which each purchase 

related.  AIC, however, does not track or code P-Card charges booked to Account 909 to specific 

advertisements; rather, AIC’s policy is to book P-Card charges to Account 909 whenever the 
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work performed included responsibilities and duties related to an advertising activity.  (ICC Staff 

Ex. 8.0R-C, Attachment A (AIC Response to ICC Staff Data Request KC 15.01).)  Any attempt 

to provide a nexus between a specific purchase and a specific advertisement would require 

manual review of the specific charges and manual input of additional information.  (Ameren 

Exhibit 24.0, p. 12.) 

Because of the short turnaround time for the discovery response, the numerous small 

amounts at issue for many of these purchases, and the manual review of the expenses, AIC 

objected to the scope of Staff’s request.  (See ICC Staff Ex. 8.0R-C, Attachment A.)  AIC was 

able to provide the transaction date and amount for every individual charge.  But instead of 

manually compiling information on “Description of Material/Purchas” and “Advertisement 

Reference” for every single P-Card charge, AIC provided Staff with that additional detail on 

single expenditures greater than $200.  Although this represented only 7% of the individual P-

Card purchases, it represented 75% of the P-Card dollars.  (Ameren Ex. 24.0, p. 12.)  This was a 

reasonable limitation that provided Staff with additional information for its review on the largest 

P-Card purchases charged to Account 909 and did not preclude Staff from sending further 

discovery on individual purchases less than $200 based on the name of the vendor or purchase. 

There is an underlying current to Staff’s review of advertising expense, both in ICC 

Docket No. 12-0001 and this proceeding, namely that the utility’s burden is to document and 

support every dollar charged to Account 909.  This has led to numerous cost worksheets being 

produced in both dockets and countless hours spent responding to Staff’s discovery requests and 

disallowances.  The extent of the review of AIC’s advertising expenses for 2010 and 2011 has 

been unprecedented relative to prior reviews done in prior rate proceedings; more information 

has been provided in less time and with greater detail.  No party could argue otherwise.  AIC 
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remains committed to providing Staff with documentation sufficient to support its adverting 

expenses.  But at some point, restraint must be exercised.  Setting $200 as the floor for providing 

additional information on P-Card charges was an example of a reasonable restraint, which was 

further supported by sworn testimony that all of the charges were appropriate business expenses.  

The Commission should reject Staff’s adjustment as unsupported and not proper ratemaking. 

2. Account 930.1 – Corporate Sponsorships 

In preparing its direct case filing for this proceeding, AIC removed from the revenue 

requirement certain costs for corporate sponsorships for athletic events that had provided AIC 

with a tangible benefit in the form of tickets.  (Ameren Ex. 14.3, pp. 43-45.)  The amount of the 

self-disallowance is significant: $127,000 ($118,000 jurisdictional).  (Ameren Ex. 11.4.)  That 

represents 46% of the $294,000 ($274,000 jurisdictional) electric portion of all of AIC’s 

corporate sponsorship costs in 2011.  (Ameren Ex. 14.3, p. 1.)  AIC believes the remaining 

corporate sponsorships costs should be recovered in rates.  Staff, AG/AARP and CUB believe 

otherwise.  They claim corporate sponsorship costs in general are image building, institutional 

advertising expenses that should be disallowed, regardless of whether AIC receives tickets in 

return.  (AG/AARP Exs. 1.0 (Brosch Dir.), p. 36; 3.0 (Brosch Reb.), pp. 40-41; CUB Exs. 1.0 

(Smith Dir.), p. 33; 2.0C (Smith Reb.), pp. 33-34; ICC Staff Exs. 3.0R (Chang Dir.), p. 12; 8.0R-

C (Chang Reb.), p. 15.)  This simply isn’t true based on the record evidence. 

The Commission in its final order in Docket No. 12-0001 disallowed the costs of 

corporate sponsorships.  Ameren, Docket 12-0001, Order, p. 95.  It found it could not disregard 

the fact that sponsorships “bring AIC's name before the public in a philanthropic light.”  Id.  That 

decision is incorrect, as a matter of law and a matter of policy, and should not be repeated here.  

The Commission previously found that the fact that a utility may receive “public recognition” for 

its support of civic events does not mean the associated costs are per se unrecoverable and 
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subject to a blanket disallowance.  Commonwealth Edison Co., Docket 10-0467, Order, (May 24, 

2011), p. 109 (rejecting Staff’s claim that contributions to civic organizations should be 

disallowed as goodwill advertising).  There must be some evidence of intent on the part of the 

utility.  Either the advertising is done “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.”  220 ILCS 5/9-225(1)(c) (emphasis added).  Or 

the advertising is “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.”  220 ILCS 5/9-225(1)(d) (emphasis added).  No such evidence of intent exists in 

the record in this proceeding.  The sponsorships at issue here and in Docket No. 12-0001 are no 

different from the civic event contributions the Commission allowed in Docket No. 10-0467; in 

each case, any public recognition of the utility associated with the event is secondary to the 

benefits received by the community. 

Moreover, the record in this proceeding—even more so than the record in Docket No. 12-

0001—shows AIC sponsors local community events primarily for the additional channels they 

provide to communicate informational and educational messages to customers.  (Ameren Ex. 

14.0 (Pagel Reb.), p. 22.)  Some events allow outreach with the use of a booth, giving AIC a 

presence to interact directly with customers.  (Id.)  Others offer placement of an ad in the event 

booklet.  (Id.)  Through these events, AIC has the opportunity to educate consumers on energy 

assistance, conservation and efficiency programs and incentives, to offer information on safe 

practices and storm preparation and to inform customers on outage restoration, reliability 

initiatives and supplier choice.  (Id., pp. 22-23.)  Ameren Exhibit 24.2—AIC’s response to AG 

Data Request 6.22—identified the type of presence AIC had at each event (e.g., a booth, an ad, 
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signage, a recycled gift bag, or co-worker attendance).  It identified the theme of any 

presentation (e.g., energy efficiency, reliability, or safety).  (Id.)  And it provided copies of 

materials that were distributed at the events.  (Id.)  Staff, AG/AARP and CUB completely ignore 

this evidence and give it no weight when recommending exclusion of these costs. 

The basic premise of Staff and Intervenors’ adjustments regarding this expense is that the 

costs benefit primarily AIC, not the customers.  The conclusion that must be drawn from their 

adjustments is that ratepayers are somehow better off without corporate sponsorships of 

community events, and without these utility interactions.  The record here says the opposite is 

true.  The real beneficiaries of these events are the citizens in AIC’s service territory.  They 

benefit, if not by virtue of the event itself, then by the contact and communication with AIC 

personnel on issues that are important to them.  There is no purposeful attempt to improve AIC’s 

image through the sponsorship of these events.  There is no rogue effort to market Ameren’s 

unregulated services to unsuspecting customers.  There is no covert campaign to convince 

consumers to take up AIC’s causes on industry issue.  Any benefit from being held in esteem for 

its sponsorship of local community events is ancillary.  You cannot disallow a reasonable 

business expense simply because you may feel the expense makes the utility look good.  That is 

not the test.  The law says that these expenses are not per se excludable.  And public policy and 

ratemaking principles says they should be recoverable.  If anything, parties who wish to exclude 

corporate sponsorship costs should review the material provided by the utility for these events on 

a case-by-case basis, and not throw the baby out with the bathwater.  The Commission should 

reject the approach to categorically exclude these advertising expenses. 

3. Formula Rate Case Expense – Docket No. 12-0001 

Staff recommends disallowance of all of AIC’s 2011 outside legal costs incurred in 

connection with Docket No. 12-0001 and further disallowance, effectively, of one-third of the 
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remaining balance.  But Staff’s recommendations are baseless and at odds with the EIMA.  They 

should be rejected. 

Staff’s Disallowance of All of AIC’s Outside Legal Expense Is Unfounded. 

AIC incurred approximately $131,000 in outside legal costs in 2011 related to its initial 

performance-based formula rate filing.  (Ameren Ex. 11.0R (Stafford Reb.), p. 44.)  In support of 

that expense, AIC provided Staff with invoices for its outside counsel which contained limited, 

narrowly tailored redactions intended to protect from disclosure information governed by the 

attorney-client privilege.  (Ameren Exs. 19.0R (Stafford Sur.), p. 38; Late-filed Ex. 2, pp. 4, 14, 

22-26, 29-33.)  Because the invoices contained outside counsel’s competitively sensitive hourly 

rates, they also were designated confidential and proprietary.  However, the redactions did not 

preclude Staff or the Commission from ascertaining the nature of the services performed, who 

performed them, at what hourly rate and for what duration. 

Staff does not contend the level of the expense is unreasonable or that it was imprudently 

incurred, 2 but believes AIC should be precluded from recovering the expense because (Staff 

believes) AIC did not provide “any explanations of why the information must be redacted from 

the ‘Confidential and Proprietary’ version provided to Staff . . . .”  (ICC Staff Ex. 6.0 (Ebrey 

Reb.), p. 23, lines 478-80.)  First, that simply is incorrect.  Staff need only consult the narrative 

that accompanied the invoices for an explanation: “Rates and charges that are Confidential and 

Proprietary have been redacted in order to preserve the interest of competitive procurement for 

future legal services.  A confidential version will be provided.  Certain information, including 

work descriptions, within the documents have been redacted because they are protected from 

disclosure by the attorney-client privilege or the attorney-work product doctrine.”  (Ameren Exs. 
                                                
2 Notably, Ms. Ebrey recommends the invoices at issue be filed as an exhibit in this proceeding to “support the 
recovery of rate case expenses for Docket No. 12-0001 as just and reasonable.”  (ICC Staff Ex. 6.0, p. 25, lines 509-
10.) 
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19.0R, p. 37 (quoting TEE 6.01S); Late-filed Ex. 2, p. 2.)  The explanation as to why certain 

items were redacted could not be more clear.  What’s more, the service e-mail that accompanied 

the invoices repeated that language verbatim.  (Ameren Ex. 19.0R, p. 37.) Staff may overlook the 

distinction between proprietary information—which is competitively sensitive and therefore 

afforded limited disclosure (see, e.g., 765 Ill. Comp. Stat 1065/2(d))—and privileged 

information—for which the protection from disclosure remains absolute, lest it be forever 

waived (Ill. Sup. Ct. Rule 201(b)(2); Fidelity & Casualty Co. v. Mobay Chem. Corp., 252 Ill. 

App. 3d 992, 1000-01 (1992) (“disclosure by the client is inherently inconsistent with the policy 

of facilitating a confidential attorney-client relationship and, therefore, must result in a waiver of 

privilege”).  That misunderstanding is no basis to disallow this reasonable and prudently incurred 

expense.  

Wholesale disallowance is unreasonable in any event.  Most of the legal descriptions 

were not redacted at all and could be easily reviewed.  Staff does not explain why the costs of 

these unredacted work descriptions should be disallowed.  Further, the redactions at issue protect 

limited portions of only 33 of 107 work descriptions provided.  (Ameren Exs. 19.0R, p. 38; Late-

filed Ex. 2, pp. 4, 14, 22-26, 29-33.)  Because the costs are indicated on per-work description 

basis in the invoices, the redactions only affect approximately $50,000 of the total $131,000 cost.  

(Ameren Exs. 19.0R, p. 38; 19.2.)  But Staff would disallow the entire legal expense, without 

providing a basis for disallowing the other, approximately $81,0000.  Similar privilege 

redactions did not preclude Staff in Docket No. 11-0767—a docket from which Staff witness Ms. 

Ebrey otherwise seeks guidance regarding rate case expense (see ICC Staff Ex. 6.0, p. 18)—from 

assessing the utility’s outside legal costs.  (Ameren Ex. 19.0R, p. 38.)  As in that docket, there is 

ample support in the legal invoices here, without disclosing (and forever waiving) privileged 
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information, for the reasonableness of AIC’s outside legal expense.3  Staff’s wholesale 

disallowance should be rejected. 

Staff’s Proposed Amortization of Rate Case Expense Is at Odds with the EIMA. 

Next, Staff effectively disallows one-third of the expense remaining after its unfounded 

legal cost adjustment by amortizing the expense in a manner contrary to the EIMA.  The Act 

permits a participating utility to recover both the rate case expense it incurs in connection with its 

initial performance-based formula rate proceeding filed under Section 16-108.5(c) and any 

annual update proceedings filed under Section 16-108.5(d).  220 ILCS 16-108.5(c)(4)(E).  

Recovery of the former is conditioned on amortization “over a 3-year period.”  Id. (emphasis 

added).   

In 2011, AIC incurred approximately $665,000 in connection with Docket No. 12-0001.  

(Ameren Ex. 11.0R, p. 44.)  (It did not incur any expense in that year related to the instant 

proceeding.  (Ameren Ex. 1.0 (Stafford Dir.), p. 30.))  AIC has (and will) further incur rate case 

expense associated with both dockets in 2012.  Consistent with Section 16-108.5(c)(4)(E), AIC 

proposes to recover the total rate case expense for Docket No. 12-0001 (from both 2011 and 

2012) over a single 3-year period, beginning in 2012.  (Ameren Ex. 1.0, p. 30.)4   

Staff disagrees with that treatment, instead calling for the rate case expense to be 

recovered over several 3-year periods, depending upon the year in which the components of the 

                                                
3 Ms. Ebrey also relies on the rate case expense rulemaking in pending Docket No. 11-0711 to support her position.  
(ICC Staff Ex. 6.0, p. 20.)  The draft rule recently proposed by Staff in that proceeding specifically contemplates the 
type of privilege designations at issue here: “Information disclosed by the Utility in support of Outside Attorneys . . . 
compensation costs shall be afforded the same protections for privileged, confidential and proprietary information 
that exist under the Commission’s Rules of Practice, the Illinois Code of Civil Procedure, the Illinois Rules of 
Evidence and other applicable Illinois law.”  (Comments, Docket 11-0711 (Sept. 19, 2012), p. 7  (emphasis added).) 
4 Because the Act does not provide for rate base recovery of the unamortized balance of rate case expense, under 
AIC’s proposal, the expense will remain in a balance sheet regulatory asset account subject to amortization from 
2012-2014.  (Ameren Ex. 19.0R, pp. 46-47.) 
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expense were incurred.  (ICC Staff Ex. 1.0 (Ebrey Dir.), pp. 14-15.)  In other words, Staff 

recommends AIC’s 2011 initial formula rates rate case expense components be recovered in its 

2011-2013 revenue requirement period, but its 2012 initial formula rates rate case expense 

component to be recovered in its 2012-2014 revenue requirement period.   

The basis for Staff’s recommendation is not the EIMA (indeed, Staff’s recommendation 

is contrary to the plain language of Section 16-108.5(c)(4)(E) which calls for recovery of the 

expense over just one 3-year amortization), but rather consistency with what has occurred in 

ComEd’s formula rate proceedings.  But the pertinent facts are distinct.  ComEd opted in to 

performance-based formula rates in 2011; AIC did not opt in until 2012.  (Ameren Ex. 11.0R 

(Stafford Reb.), p. 45.)  ComEd is presently reconciling its 2011 costs in a pending proceeding; 

AIC’s first reconciliation will not be until 2012.  (Id.)  Therefore, unlike ComEd, which has the 

opportunity now to fully recover its initial formula rate filing costs incurred in 2011 because it 

opted into formula rates in that year, AIC would forego its ability to recover in rates subject to 

reconciliation one-third of its 2011 rate case expense should the Commission adopt Staff’s 

proposed amortization period beginning in the year prior to the reconciliation.  (Id., pp. 45-46.)  

This is because any 2011 expense amount, including amortization, in rates going into effect in 

January 2013 will be replaced by actual 2013 costs, including any 2011 amortization of initial 

formula rates costs.  Effectively, one-third of AIC’s Docket No. 12-0001 rate case expense—

which no party claims is unreasonable in amount or not prudently-incurred—would be 

disallowed. 

Staff’s recommendation should be rejected.  AIC should not be penalized for opting into 

formula rates in January 2012 by foregoing a portion of the related rate case expense it incurred 

in the year prior.  The EIMA certainly does not make such a distinction related to recovery of 
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rate case expense.  See 220 ILCS 5/16-108.5(c)(4)(E).  The Commission should not, either.  

4. Regulatory Commission Expense – Docket No. 11-0279 

The Docket No. 11-0279 Costs Are Properly Recovered through Formula Rates. 

AIC seeks recovery through formula rates of its 2011 regulatory commission expense—

costs for outside legal and other professional services it incurred in connection with proceedings 

before the Commission and other regulatory bodies, including the expense related to its most 

recent electric rate case, Docket No. 11-0279.  Staff recommends wholesale disallowance of the 

expense because AIC voluntarily withdrew the case.  (ICC Staff Exs. 1.0 (Ebrey Dir.), pp. 10, 12; 

6.0 (Ebrey Reb.), p. 11; Sch. 6.10.)  It is well established, however, that rate case expense is a 

recoverable operating expense.  See, e.g., Du Page Util. Co. v. Ill. Commerce Comm’n, 47 Ill. 2d 

550, 561 (1971).  The costs AIC incurred in relation to the electric rate case in Docket No. 11-

0279 are prudent and reasonable rate case costs incurred in 2011, recorded on AIC’s 2011 FERC 

Form 1 in Account 928.  (Ameren Exs. 3.0 (Getz Dir.), pp. 15-16; 11.0R (Stafford Reb), p. 40.)  

The EIMA mandates “recovery of the utility’s actual costs of delivery services that are prudently 

incurred and reasonable in amount consistent with Commission practice and law.”  220 ILCS 

5/16-108.5(c)(1).  As with other recoverable costs reflected on the 2011 FERC Form 1, the 

Docket No. 11-0279 costs are recoverable through formula rates.  220 ILCS 5/16-108.5(c), (d).  

That, simply put, should be the end of the issues. 

Staff argues otherwise.  But the bases for Staff’s recommendation are at odds with the 

EIMA and Illinois law.  AIC’s withdrawal of Docket No. 11-0279 was mandatory.  That case 

was filed by AIC in early 2011, consolidated with its concurrently filed gas rate case (Docket No. 

11-0282) and litigated for over 10 months before enactment of the EIMA.  (Ameren Ex. 18.0R 

(Nelson Sur.), p. 13.)  Upon AIC’s election to become a participating utility, however, the EIMA 

mandated dismissal of the pending electric case.  See 220 ILCS 5/16-108.5(c).   
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Staff argues the reporting of a cost in the FERC Form 1 does not, in and of itself, make 

the cost recoverable under the EIMA.  (ICC Staff Ex. 6.0, p. 12.)  But the Section of the Act on 

which Staff relies provides “[n]othing in [the Act] is intended to allow costs that are not 

otherwise recoverable to be recoverable by virtue of inclusion in FERC Form 1.”  220 ILCS 

5/16-108.5(c) (emphasis added).  Staff’s position simply ignores that, as discussed above, rate 

case expense is—and for at least the last 40 years has been recognized as—an “otherwise 

recoverable” operating expense.  Staff cannot dispute this.  (Tr. 427 (Staff witness Ms. Ebrey 

agreeing the Commission historically has allowed recovery of rate case expense).)  Nor can Staff 

dispute the General Assembly was well aware of rate case expense.  See 220 ILCS 5/9-229, 16-

108.5(c)(4)(E).  But, while it was very detailed about many of the aspects of the formula rate-

setting scheme, the legislature did not specify the treatment of rate case expense incurred related 

to a withdrawal of a pending electric case.  Thus, the general rule permitting recovery of that 

expense must apply. 

Ms. Ebrey also claims it is appropriate to disallow the expense because the dismissed 

electric case “did not improve or enhance the electric service to Ameren electric customers.”  

(ICC Staff Ex. 6.0, p. 14, lines 266-67.)  But that is not the standard for determining whether rate 

case expense is recoverable.  The standard is whether the expense is just and reasonable.  See, 

e.g., Consumers Ill. Water Co., Docket 03-0403, Order, (Apr. 13, 2004), p. 22.  

Staff Does Not Allege the Docket No. 11-0279 Costs Are Unreasonable  

Critically, Staff does not argue that the Docket No. 11-0279 costs are imprudent or 

unreasonable.  Nor could it. Staff alternatively recommends, should the Commission disagree 

with wholesale disallowance of the Docket No. 11-0279 expense, then it should authorize 

recovery of a substantial portion—$2.3 million—as just and reasonable.  (See ICC Staff Ex. 6.0, 
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pp. 14, 21-22.) Thus, Staff’s own, “independent” review of the Docket No. 11-0279 costs 

confirms that the costs are, in substantial part, reasonable and prudent.   In other words, Staff 

inexplicably recommends wholesale disallowance of an otherwise recoverable operating expense 

it concedes is largely just and reasonable.   

Moreover, the cost components of the Docket No. 11-0279 rate case expense have 

already been thoroughly reviewed and approved by the Commission.  Staff in Docket Nos. 11-

0279/0282 (Cons.) assessed AIC’s rate case expense for the consolidated dockets, which largely 

overlapped.  It recommended the Commission find the total expense (with an uncontested 

adjustment related to merger costs) to be just, reasonable and recoverable, with 50% allocated 

each to the gas rate case and the electric rate case.  (Ameren Exs. 11.0R, pp. 41-42; 18.0R 

(Nelson Sur.), p. 14.)  The Commission agreed with Staff’s assessment and authorized recovery 

of 50% of the total rate case expense: 

We reviewed the evidence provided in the record by AIC and conclude that the 
Company provided ample and credible information to enable us to make a finding 
that the rate case expense is just and reasonable. Having reviewed the record, the 
Commission finds AIC’s requested recovery of rate case expense, as adjusted by 
Staff, is just and reasonable pursuant to Section 9-229 of the Act and should be 
approved. 
 

Ameren, Docket 11-0282, Order, p. 46.  The remaining 50% allocable to the electric rate case 

was reflected in the same “ample and credible information” the Commission found sufficient in 

Docket No. 11-0282, and so also was reasonably incurred and prudent.   

Staff’s Alternative Adjustments to the Docket No. 11-0279 Costs Should Be Rejected. 

Staff alternatively recommends that, if the Commission does not adopt the adjustment to 

disallow all Docket No. 11-0279 costs (which it should not), it should make certain adjustments. 

(As discussed above, this position simply confirms those costs are prudent, reasonable and 

therefore recoverable.)  These adjustments should be rejected as improper collateral attacks on 
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the Docket 11-0282 Order.  And even if they were proper, they should be rejected on the merits 

(with one exception for consultant meals). 

The gas portion of the Docket Nos. 11-0279/11-0282 rate case expense was for the same 

services of the same attorneys and consultants as the electric.  (Ameren Ex. 11.0R, p. 41.)  The 

Commission sanctioned recovery of the unsegregated gas portion of those providers’ services.  

Ameren, Docket 11-0282, Order, pp. 45-46.  As such, Staff’s alternative recommendation 

amounts to no more than an impermissible collateral attack on the Commission’s Docket No. 11-

0282 Order finding these rate case expense amounts just and reasonable.  Peoples Gas Light & 

Coke Co. v. Buckles, 24 Ill. 2d 520, 528 (1962); Illini Coach Co. v. Ill. Commerce Comm’n, 408 

Ill. 104, 110-12 (1951); see Illinois Commerce Comm’n v. Ill. Power Co., Docket 01-0701, 

Order (Feb. 19, 2004), p. 7 (“The proper means by which to correct perceived errors in 

Commission orders is through the rehearing and appeal processes. Such corrections should not 

be sought in other dockets.”).  In particular, Staff’s re-review of individual cost components 

(witness training costs, for example) and recommended adjustments suggest that corrections to 

the Docket No. 11-0282 Order are warranted.  They are not.  And this clearly is not legally 

appropriate. 

Staff apparently believes the Commission’s Docket No. 11-0282 assessment of rate case 

expense is subject to collateral review (it is not) because “[t]he Commission is currently 

evaluating rate case expense with greater scrutiny than in the past.”  (ICC Staff Ex. 6.0, p. 20.)  

But, the scrutiny already had begun by the time the Docket No. 11-0282 Order was issued, and 

that Order indicates a full review was undertaken.  See Ameren, Docket 11-0282, Order, pp. 45-

46.  Ms. Ebrey points to several dockets, including Docket Nos. 10-0467, wherein the 

Commission ordered a rulemaking related to rate case expense, and 11-0711, the rulemaking 
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docket itself in support of her position.  (ICC Staff Ex. 6.0, p. 20.)  But both the Commission’s 

Final Order in Docket No. 10-0467 and its Initiating Order in the rulemaking preceded its 

Docket No. 11-0282 Order.  See Commonwealth Edison Co., Docket 10-0467, Order, (May 24, 

2011), pp. 82, 86; Illinois Commerce Comm’n, Docket 11-0711, Initiating Order (Nov. 2, 2011).  

And the Docket No. 11-0282 Order references the rulemaking.  Ameren, Docket 11-0282, Order, 

p. 45.  Therefore, Ms. Ebrey’s position is misplaced.  Further, in its Docket 11-0282 Order, the 

Commission made abundantly clear the substantial scrutiny it accorded AIC’s rate case expense: 

The Commission notes that, in light of the relatively recent enactment of Section 
9-229 and the related issues raised in recent rate cases, the Commission is taking a 
closer look at rate case expense.  On November 2, 2011, the Commission initiated 
a rulemaking in Docket No. 11-0711 to allow all interested parties to participate 
in formulation of rules regarding the issue of rate case expense. 
 

*** 
 
Given the timing of the rulemaking proceeding that has begun and the case herein, 
the Commission is without the benefit of those new standards. Nevertheless, the 
Commission is cognizant that a thorough analysis of these costs is required in 
order to approve such costs under Section 9-229 as well as the recent Court 
opinion. … AIC presented extensive information in support of its requested level 
of rate case expense, including information regarding amounts expended to 
compensate attorneys and technical experts.  

 
Ameren, Docket 11-0282, Order, pp. 45-46 (emphasis added).  It cannot be argued with sincerity 

that the Commission did not know then what it knows now regarding rate case expense. 

The adjustments can also be rejected on their merits.  First, Ms. Ebrey recommends that 

Accenture’s cost be disallowed because she believes that consultant’s invoices are vague and 

“the identity of the witness is not known.”  (ICC Staff Ex. 6.0, p. 16, line 310.)  (She similarly 

recommends disallowance of SFIO Consultant’s fee based on her belief that consultant’s 

invoices are vague.  (Id., p. 15.))  Yet, she admitted that a cursory review of the Docket Nos. 11-

0279/0282 (Cons.) record shows the witness was James M. Mazurek.  (Ameren Ex. 18.0R, p. 16 
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(citing AIC-Staff 11.01, 11.02).)  While Ms. Ebrey deems recovery of a consultant’s expense 

largely dependent upon the level of detail in its invoices, neither Section 9-229 nor the 

Commission do.  In fact, the Commission found the “extensive” “ample and credible information” 

supplied by AIC in Docket No. 11-0282 in support of rate case expense “included billing rates 

for outside consultants and attorneys and the associated breakdown of time spent by those 

individuals necessitated by the rate case, monthly updates of rate case expense incurred, and 

narrative responses addressing the reasonableness of each rate case expense component.”  

Ameren, Docket 11-0282, Order, pp. 45-46.  No concern was expressed regarding the level of 

detail of consultant invoices.  

Next, Ms. Ebrey recommends disallowance of the costs of outside counsel related to 

withdrawal of Docket No. 11-0279.  (ICC Staff Ex. 6.0, pp. 15-16.)  The record in that 

proceeding, however, demonstrates AIC filed a motion to dismiss the electric case prior to the 

dismissal mandated by the EIMA.  Had that motion been granted, further incurrence of rate case 

expense would have been mitigated.  (Ameren Exs. 9.0, p. 14; 18.0R, p. 16.)  Thus, certain 

outside counsel fees were incurred, in part, to limit costs.  (Ameren Ex. 18.0R, p. 16.)  Moreover, 

any recommendation the Commission disallow a cost incurred in complying with a legal 

obligation is unreasonable.  

Third, Ms. Ebrey recommends disallowance of the cost of a witness development 

program utilized by AIC to prepare witnesses for hearing because she believes it is unclear why 

experienced expert witnesses require additional training.  (ICC Staff Ex. 6.0, p. 16.)  This again 

shows an ignorance of the record of those proceedings.  A number of AIC’s witnesses were not 

experienced expert witnesses, but rather Ameren Services Company employees with job 

responsibilities other than testifying in proceedings before regulatory bodies.  (Ameren Ex. 
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18.0R, p. 17.)  Moreover, simply because a witness has experience testifying does not mean they 

cannot benefit from additional preparation.  (Id.)  Indeed, Ms. Ebrey admitted, although she has 

testified approximately 150 times, she again prepared herself to be a better witness before 

testifying in this case.  (Tr. 433-34.) 

Finally, Staff recommends partial disallowance of the cost of AIC’s tax expert in Docket 

No. 11-0279 because it now believes his rate is too high.  (ICC Staff Ex. 6.0, p. 18.)  As AIC 

witness Mr. Nelson explained, that expert is a nationally recognized tax attorney and tax expert 

specializing and practicing exclusively in the area of tax.  (Ameren Ex. 18.0R, p. 18.)  Rather 

than evaluating his experience, skill, knowledge, expertise, credentials, the hourly rate for other 

senior attorneys in his practice area and locale, the total dollar amount of the adjustments 

regarding which he testified in Docket No. 11-0279, or the expediency or efficiency with which 

he addressed those issues, Staff simply recommends supplanting that expert’s hourly rate with 

the confidential rate of another consultant (a CPA) hired by another utility in another docket.  

(Id.)  That is inappropriate. 

Staff and the Commission have already sanctioned as just, reasonable and recoverable the 

rate case expense AIC incurred in connection with Docket Nos. 11-0279/0282 (Cons.).  It is 

properly recoverable pursuant to the EIMA.  As such, Staff’s recommended wholesale 

disallowance is contrary to law and should be rejected.  Staff’s alternatively recommended 

piecemeal disallowance is likewise at odds with Illinois law and the Commission’s Docket No. 

11-0282 Order.  The Commission found the exact same information which supports recovery of 

the electric portion of AIC’s rate case expense in those dockets to be “extensive” “ample and 

credible information” sufficient to support recovery of the gas portion.  While Staff may now 

disagree, it cannot collaterally attack that finding here.  AIC’s full regulatory Commission 
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expense, as shown on FERC Form 1, should be allowed. 

5. Deferred State Income Tax Expense 

In 2011, the Illinois state corporate income tax rate increased, from 7.3% to 9.5%.  The 

State income tax rate of 9.5% will be effective for 2011-2014, with an additional change to 7.75% 

from 2015-2024 and with the rate changing back to 7.3% in 2025.  (Ameren Ex. 11.0R (Stafford 

Reb.), pp. 34, 36; Tr. 453-55.)  The result of this change is two-fold.  First, the change results in 

a net increase in, or charge to, state and federal income tax expense of $1,813,717.  (Ameren Ex. 

11.0R, p. 36; Tr. 455.)  Second, due to the tax rate change not being permanent, the change 

results in a reduction, or credit, to 2011 deferred income tax expense of $4.137 million.  (Ameren 

Ex. 11.0R, p. 37; Tr. 455; CUB Ex. 2.0C (Smith Reb.), p. 22.)5. Thus, the increase in the income 

tax rate actually resulted in income tax savings, due to the fact that the tax rate change was not 

permanent, as explained by AIC witness Mr. Stafford, and as agreed by AG/AARP witness Mr. 

Brosch and CUB witness Mr. Smith.  (Ameren Ex. 11.0R, pp. 36-37; AG/AARP Ex. 1.0 (Brosch 

Dir.), p. 30.)  

The parties, including AIC, Staff, AG /AARP and CUB appear to be in agreement that (i) 

there is a reduction in deferred tax expense, and (ii) it should be reflected for ratemaking 

purposes. (CUB Ex. 2.0C, pp.19-20.)  The only material dispute is how to reflect the tax savings 

amount for ratemaking purposes.   

In accordance with Section 16-108.5(c)(4)(F), AIC proposed to amortize the amount of 

the $4.137 million credit over 5 years.  Section 16-108.5(c)(4)(F) provides: 

The performance-based formula rate approved by the Commission shall do the 
following: … Permit and set forth protocols, subject to a determination of 

                                                
5 This somewhat counterintuitive result is caused by the temporary nature of the tax change and the phased reduction 
of the tax rate back to 7.3% over time.  The change in deferred income tax expense is produced by calculating 
current income tax expense at 9.5% but amortizing 2011 tax benefits at 7.75% or 7.3% depending on the life of 
assets with amortizable lives extending beyond 2014.   
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prudence and reasonableness consistent with Commission practice and law, for 
the following:… amortization over a 5-year period of the full amount of each 
charge or credit that exceeds $3,700,000 for a participating utility that is a 
combination utility … in the applicable calendar year and that relates to a 
workforce reduction program's severance costs, changes in accounting rules, 
changes in law, compliance with any Commission-initiated audit, or a single 
storm or other similar expense, provided that any unamortized balance shall be 
reflected in rate base. For purposes of this subparagraph (F), changes in law 
includes any enactment, repeal, or amendment in a law, ordinance, rule, 
regulation, interpretation, permit, license, consent, or order, including those 
relating to taxes, accounting, or to environmental matters, or in the interpretation 
or application thereof by any governmental authority occurring after the effective 
date of this amendatory Act of the 97th General Assembly. 
 
The deferred tax credit amount is clearly the result of a change in law “relating to taxes.”  

(Tr. 455.)  And the credit amount $4.137 million, is greater than $3.7 million. Accordingly, 

under Section 16-108.5(c)(4)(F), total costs of $4.137 million are being amortized over 5 years, 

with 1/5 of the cost included in operating expense in the amount of $827,000 and the remaining 

4/5, or $3.310 million of the credit included in Rate Base. (AIC Exhibit 1.1, App 7, line 29). This 

is also consistent with the charge for an incremental storm event that was deferred in AIC’s 

direct filing.  (Ameren Ex. 1.2, p. 77, lines 1-2) 

Staff, AG/AARP and CUB oppose the amortization treatment of the deferred tax credit 

amount. They do so for two main reasons, both of which must be rejected.  First, they argue that 

the deferred tax credit should be netted against the increase in current income tax expense (of 

approximately $1.8 million), which produces an amount less than the $3.7 million threshold in 

the statute for amortization. (CUB Exhibit 2.0C, p. 23).  Netting these amounts, however, is not 

contemplated by the statute.  Section 16-108.5(c)(4)(F) requires “amortization over a 5-year 

period of the full amount of each charge or credit.” (Emphasis added.)  The current tax increase 

and the deferred tax reduction are separate “charges or credits” and must be viewed separately, 

not as a net, for purposes of Section 16-108.5(c)(4)(F).  The current tax increase is a separate 
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“charge”.  The deferred tax reduction is a separate “credit.” (See Tr. 230-32, 456.) As Mr. 

Stafford explained, there are two key components of the tax rate change.  The first is the change 

in the tax rate to 9.5%, which has an impact of less than $3.7 million and not subject to 

amortization.  The second and distinct tax rate change is the tiered reduction from 9.5% to 7.3% 

in 2025 that impacts only deferred income tax for assets with amortizable lives extending beyond 

2014.  This tax rate change component exceeds $3.7 million.  (Ameren Ex. 19.0R, p. 32.)  

Because these two components are separate, they must be evaluated separately under the statute, 

and not “netted” as AG/AAARP and CUB propose.  The fact remains that the reduction in 

deferred income tax expense is a credit in excess of $3.7 million, and so amortization is 

authorized under the EIMA. AIC’s treatment in this regard is consistent with the Commission’s 

Order in ComEd Docket No. 11-0721, in which the Commission authorized, per Section 16-

108.5(c)(4)(F), amortization of an accrued credit amount for Electric Distribution Tax over a five 

year period, without netting the credits against current Distribution Tax expense.  Docket No. 11-

0721, Order, p. 108. 

Second, CUB, Staff and AG argue that the state income tax rate differences will affect 

deferred state income tax expense annually, not only in 2011, but for each year, and so are not 

appropriate for amortization (unlike one-time significant annual charges like a storm expense.)  

However, AIC's adjustment is limited to the impact on deferred income taxes in 2011.  (Ameren 

Ex. 19.0R, p. 31.)  Accordingly, the measured impact that is the basis for the amortization is 

actual 2011 income tax expense, as shown on the 2011 FERC Form, not some future year 

amount.  (Id., pp. 31, 33.)  Because the deferred tax amount is a credit “in the applicable calendar 

year” (2011), and exceeds $3.7 million in 2011, amortization is appropriate under the terms of 

the statute.  Again, this treatment is consistent with the treatment of Electric Distribution Tax in 
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Docket No. 11-0721, where the applicable year credit for which amortization was authorized was 

an accrual of the Electric Distribution Tax credits for 2008-2010.  Docket No. 11-0721, order, pp. 

106, 108.  Section 16-108.5(c)(4)(F) makes no provision for accounting for charges or credits in 

years other than the applicable calendar year.  Charges or credits in those years would be 

measured against the $3.7 million threshold and treated accordingly in those years. 

AG/AARP argues that the effect of AIC’s proposal is to deny ratepayers participation 

now, or in future years, for the other 4/5 of permanent income tax expense savings experienced 

by AIC in 2011. (AG/AARP Ex. 3.0, p. 32.)  But as Mr. Stafford explained, AIC's proposal is 

consistent with its treatment of the incremental storm event in 2011, which no party opposed.  

(Ameren Ex. 19.0R, p. 32.)  Accordingly, if the Commission agrees with AG/AARP that 

amortization of the remaining 4/5 deferred tax credit be made in future formula rate filings, the 

Commission must find that consistency requires continuation of the 4/5 charge for the single 

storm event in future formula rate filings. 

For these reasons, AIC’s proposed ratemaking treatment of the deferred tax credit 

resulting from the change in Illinois tax rates is reasonable, consistent with the EIMA and should 

be approved. 

6. Section 9-277 Donations/Charitable Contributions 

Staff proposes to remove 11 donations from the revenue requirement.  (ICC Staff Ex. 

8.0R-C (Chang Reb.), Schedule 8.02, Page 2 of 2.)  The result of Staff’s proposed adjustment is 

a decrease of $56,000 to AIC’s operating income.  (Id.)  Staff claims the 11 donations are not 

recoverable under Section 9-227 of the Act because they “were not made to Section 501(c)(3) 

organizations and are not made for charitable scientific, religious or education purposes.”  (ICC 

Staff Ex. 8.0R-C, lines 67-69.)  The basis for Staff’s adjustment in this proceeding is the same 

basis rejected by the Commission in Docket No. 12-0001: the use of the recipient’s federal tax 
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status as a filter to exclude from rates the donations that utilities make to economic development 

organizations.  Staff’s use of Section 501(c)(3) of the Internal Revenue Code as a pretext for 

excluding theses donations – donations that Staff has consistently opposed in formula rate 

proceedings despite Commission orders directly on point to the contrary – should be rejected 

(again).   

There are a number of fundamental flaws with Staff’s use of a Section 501(c)(3) filter 

that have been exposed in both this proceeding and Docket No. 12-0001 that make the proposal 

simply unworkable and subject to abuse.  First, Staff’s insistence that the recipient organizations 

qualify and register for Section 501(c)(3) status as a “charitable” organizations eligible to receive 

tax-deductible contributions grafts onto Section 9-227 a requirement that is not written into the 

law.  Donations are recoverable provided they are reasonable in amount and made “for the public 

welfare or for charitable, scientific, religious or educational purposes.”  220 ILCS 5/9-227 

(emphasis added).  The Commission previously found donations to be “for the public welfare” if 

they are “contributing to the general good of the public.”  Commonwealth Edison Co., Docket 

11-0721, Order, p. 98.  Requiring every donation to be made for a “charitable” purpose to an 

organization that qualifies as a “charitable” organization under Section 501(c)(3) essentially 

writes the “for the public welfare” prong out of the law. 

Second, the use of a Section 501(c)(3) filter ignores the fact that an organization can be 

tax-exempt under any number of provisions of the federal tax code.  Churches, local 

governments, public schools, non-profit hospitals, public parks, volunteer fire departments, 

youth organizations, veterans’ groups, social clubs, civic leagues, fraternal societies – all of these 

groups can be organized and tax-exempt under a section of the federal tax code other than 

Section 501(c)(3).  A review of Ameren Exhibit 14.1 shows many other donations to non-Section 
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501(c)(3) organizations that Staff is not seeking to disallow.  That Staff uses Section 501(c)(3) to 

filter out some, but not other, donations is proof the standard is arbitrary and subject to abuse. 

Third, the use of a recipient organization’s tax status as a disqualifying or qualifying 

factor ignores all of the other evidence provided by a utility in support of cost recovery of the 

donation.  In Ameren Exhibit 14.1, AIC provided the name of each recipient, each recipient’s 

FEIN, a description of the nature and purpose of the recipient, the use of the donation, and the 

identified Section 9-227 categories for each donation.  This is actual data that can be used to 

objectively determine on a case-by-case basis whether a particular donation should be recovered.  

For example, Ameren witness Ms. Pagel testifies the contribution to the Southwest Illinois Jets 

Smith supports a basketball-mentoring program that strives to improve academic and leadership 

skills, as well as improved athletic skills.  (Ameren Ex. 24.0 (Pagel Sur.), p. 9.)  The slavish 

insistence on the use of a Section 501(c)(3) filter ignores the characteristics of the individual 

donation and Ms. Pagel’s sworn testimony.  The difference in the tax-exempt status of a Section 

501(c)(3) and, for instance, a Section 501(c)(6) organization should not dictate whether a 

donation is recoverable under Section 9-227 of the Act.  Indeed, Ameren Exhibit 24.1 shows 

Staff does not properly apply its test; three of the 11 donations are not even made to Section 

501(c)(6) organizations. 

Fourth, the fact that a donation to a Section 501(c)(3) organization is tax deductible, or 

that Section 501(c)(3) organizations are subject to restrictions on legislative and political 

activities, are meaningless distinctions.  If a particular donation contributes to the general good 

of the public in the communities that AIC serves, it should be recoverable, regardless of whether 

it is deductible to the donor or the recipient organization is tax-exempt.  The context of the 

individual donation should control the analysis, not the federal tax status of the recipient 
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organization.  Moreover, the fact that Section 501(c)(3) organizations are restricted in their 

lobbying is not evidence that donations to non-Section 501(c) organizations somehow are being 

used for lobbying purposes.  There is no evidence in the record that indicates these local 

economic development organizations are using AIC’s donations to fund lobbying activities.  

Lastly, the categorical exclusion of donations to local economic development 

organizations ignores the benefits that these groups provide.  As testified to by Ameren witness 

Ms. Pagel, these organizations seek to nurture the development of communities in AIC’s service 

territory.  (Ameren Ex. 14.0, p.8; Ameren Ex. 24, p. 9.)  They support initiatives to strengthen 

and enhance local economies, identify present and future workforce needs, attract new industry 

and jobs, and assist companies in relocating or expanding.  (Id.)  These are real and concrete 

benefits.  That they may promote a business interest does not mean they do not serve a public 

need or provide a community benefit.  As the Commission expressly found in Docket No. 11-

0721, donations to local economic and community development organizations are recoverable 

operating expenses; they just happen to “serve a public need that is different from serving the 

needy and the poor.”  Commonwealth Edison Co., Docket 11-0721, Order, p. 98.  Staff’s claim 

that donation to these groups deliver only “corporate” benefits to AIC is neither supported by 

any record evidence nor a credible theory. 

The Commission rejected Staff’s adjustment in Docket No. 12-0001.  The record in this 

proceeding does not call for a different result.  Nor was the result in Docket No. 12-0001 the 

product of an incorrect interpretation of Section 9-227 or improper application of ratemaking 

principles.  For the reasons discussed above and its order in Docket No. 12-0001, the 

Commission should similarly reject Staff’s proposed adjustment in this proceeding. 
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V. REVENUES 

A. Uncontested or Resolved Issues 
B. Contested Issues 

1. Late Payment Revenues 

The order in Docket No. 12-0001 adopts AG/AARP witness Mr. Brosch’s 

recommendation to assign 100% of late payment revenues to electric delivery service.  Ameren 

Docket 12-0001, Order, pp. 105-06.  The Docket No. 12-0001 Order disregards the 

Commission’s long-standing practice for AIC, in rate orders dating back at least to the 

unbundling of electric service rates in Docket No. 06-0070 (cons.), to include in the electric DS 

cost of service only electric distribution system costs recovered through electric delivery service 

base rates.  

AIC maintains its position that AG’s adjustment to attribute 100% of electric late 

payment revenues as a credit to electric delivery service revenue requirement is inappropriate.  

The record in this proceeding (as well as the record in Docket No. 12-0001) established that 

AG’s adjustment6 should be rejected because: 

• It is inconsistent with the Commission’s long-standing practice of including in DS 
revenue requirements only those costs and revenues associated with electric 
distribution service; 
 

• The adjustment is asymmetrical in that it considers all late payment revenues 
Commission jurisdictional, but excludes power supply and other ancillary costs, 
which are also recovered through Commission jurisdictional tariffs; and 
 

• The Commission’s order in Docket No. 10-0467 was based on different 
circumstances and provides no support for an analogous adjustment here. 

Mr. Brosch’s proposal to assign 100% of late payment revenues to electric DS service 

might have some merit if he had also proposed to include electric power supply costs in his 

                                                
6 Staff and CUB also agree with Mr. Brosch’s adjustment.  AIC will not address their positions separately as they 
simply mimic AG.  
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calculation of cash working capital, rejected AIC's reduction to revenue requirement for removal 

of the electric power supply portion of uncollectibles, rejected application of the revenue 

allocator to ADIT-related uncollectibles, and rejected AIC's reduction to A&G expense for 

production employee related pension and other post-employment benefits (OPEB) costs and 

electric power supply procurement costs.  Mr. Brosch did none of these things.  Reducing 

revenue requirement for power supply costs, but at the same time including all power supply-

related late payment revenues as an offset to electric DS revenue requirements, is patently 

asymmetrical and unfair.  

AG/AARP argue that their proposal is consistent with the Commission’s treatment of late 

payment revenues in Docket No. 10-0467.  The evidence in that case showed that ComEd 

characterized as non-jurisdictional approximately $16 million in late payment revenue from its 

delivery services revenue requirement, but only $2 million of this amount was allocated to FERC 

jurisdictional accounts.  Commonwealth Edison Co., Docket 10-0467, Order (May 24, 2011), pp. 

303-04.  And under ComEd’s tariff, the company charged (and received) late payment revenues 

on the entire outstanding balance of bills, including supply and transmission charges.  Id. at 304.  

The Commission noted, “all parties seem to agree that ComEd actually received these late 

payments charges, and, that it receives a profit upon both delivery services and the actual 

electricity it procured, in the form of these late payment charges.”  Id. at 305.  Given these 

circumstances, the Commission concluded that all but the $2 million in FERC jurisdictional late 

payment revenues was allocable to delivery service customers.  Id. 

The Commission’s decision did not hinge on how much in late payment revenues were 

allocated to FERC.  Id. at 303.  Rather, “ComEd was not able to identify how the remaining 

$13.9 million is credited to consumers or otherwise accounted for.”  Id. at. 303.  Here, however, 
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the evidence shows that approximately 45% of late payment revenues are attributable to 

distribution service costs recovered in base rates.  The remaining revenues are attributable to 

costs recovered through other tariffs and riders.  (Ameren Ex. 11.0, p. 29.) 

The Docket No. 12-0001 order also inproperly assigns revenues to delivery service that 

are not delivery related.  Incorrect assignment or allocation of costs or revenues does not fix a 

problem—it creates one.  AIC reiterates that to the extent the Commission is inclined to re-

examine Rider PER (which recovers most electric supply costs) to more precisely track power 

supply costs and revenues, it should do so in the context of the Rate Redesign proceeding to be 

initiated under 200 ILCS 5/16-108.5(e), or at the time of the next Rider PER update filing. “Until 

such time as the Commission approves a different rate design and cost allocation pursuant to 

subsection (e) of this Section, rate design and cost allocation across customer classes shall be 

consistent with the Commission's most recent order regarding the participating utility's request 

for a general increase in its delivery services rates.”  220 ILCS 5/16-108.5(c) (emphasis added). 

VI. RATE OF RETURN 

A. Overview 

The proposed weighted average cost of capital is shown in Appendix A.  

B. Uncontested or Resolved Issues – Capital Structure/Rate of Return  

1. Rate of Return on Common Equity 

There is no dispute that Rate MAP-P properly applies the authorized rate of return on 

common equity under the EIMA, which is the average yield on 30-year U.S. Treasury bonds 

during the subject year plus 580 basis points, subject to possible performance penalties.  

(Ameren Ex. 2.0 (Martin Dir.) p. 5; ICC Staff Ex. 4.0 (Phipps Dir.), p. 12.) 
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2. CWIP Accruing AFUDC Adjustment 

This issue was resolved by the order in Docket No. 12-0001 and AIC will not seek to 

challenge it for purposes of this case.  

3. Cost of Short-Term Debt, including Cost of Credit Facilities 

AIC’s cost of short-term debt is set in accordance with the order in Docket No. 12-0001 

which required AIC’s cost of short-term debt to equal the weighted cost of short-term 

borrowings, as provided in Ameren Corp.’s Form 10-K, because FERC Form 1 does not 

separately present short-term debt costs from total debt costs.  See Ameren, Docket 12-0001, 

Order, p. 131; (Appendix A, p. 13.)  

C. Contested Issues – Capital Structure/Rate of Return 

1. Average or Year-End Capital Structure 

Use of average versus year end capital structure (for both inception rates and 

reconciliation) is another issue that is the subject to the Commission’s Order in Docket No. 12-

0001.  AIC’s arguments, put briefly, are that with regard to capital structure, the plain language 

of Section 16-108.5(c)(2) requires formula rates are to “[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.”  (Emphasis added.)  

Data concerning the “actual capital structure” must be derived from the same place as most other 

formula rate inputs: “final data based on [the] most recently filed FERC Form 1 . . . .” Based on 

data in its most recently filed FERC Form 1/ ILCC Form 21, AIC’s the capital structure is shown 

in historical end-of-year amounts.  (Ameren Ex. 18.0R (Nelson Sur.), pp. 10-11.) 

Staff, however, continues to propose an average capital structure methodology (Staff Ex. 

4.0 (Phipps Dir.), p. 2) which produces a capital structure that is not final or actual data.  In 

response to the claim that the EIMA’s purported silence on actual versus average capital 
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structure allows the Commission to decide the issue either way, AIC can only say what it says in 

response to the same argument raised in the discussion of average reconciliation rate base and 

ADIT: the plain language confirms its does not.  By requiring the Commission to consider AIC’s 

“actual” capital structure, a capital structure derived by alternative means is precluded.   

Moreover, any doubts about the legislature’s intent were resolved with the recent passage 

of HR 1157.  In expressing “serious concerns” with the Commission’s Final Order in Docket No. 

11-0721, the House resolved: “No statutory authority was given to the Illinois Commerce 

Commission to set rate base and capital structure using average numbers that do not represent 

final year-end values reflected in the FERC Form 1, and the Illinois Commerce Commission’s 

use of such average is contrary to the statute.” 

2. Common Equity Ratio  

Section 16-108.5 provides clear direction regarding the calculation of capital structure 

used in setting formula rates.  The law requires that rates reflect 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.”  220 ILCS 5/16-

108.5(c)(2).  The law is clear; the actual capital structure less goodwill for the applicable year 

shall be used to set rates, barring a finding of imprudence, unreasonableness or unlawfulness.     

In the present formula rate update docket, AIC has provided the actual capital structure 

for the historical period reported in FERC form 1 (Form ILCC 21)7 for calendar year 2011.   This 

is the AIC’s proposal for use in setting rates in this docket.  Staff promotes an adjustment that 

asks the Commission to use an imputed capital structure, that use Ameren Corporation’s 

common equity ratio as a hypothetical proxy in the place of AIC’s actual 2011 year-end common 

                                                
7 FERC Form 1 contains the year data reported to that federal administrative agency, and Form 21 ILCC is the form 
that contains the same information less purchase accounting and goodwill.  (See Tr. 318-319.) 
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equity ratio.   

 The Commission should accept AIC’s filed position and reject Staff’s adjustment for four 

primary reasons: 

• AIC’s calculation of capital structure for 2011 is legally appropriate based on actual 
2011 data and supported by a showing of reasonableness and prudence; 
 

• A single sentence in a spring 2012 credit ratings report is not the appropriate basis for 
using an imputed capital structure to set rates; 
 

• Staff’s legal interpretation of Section 9-230 is incorrect; the law does not 
automatically require that a “Participating Utility” adopt its parent’s capital structure; 
and 
 

• No other fact-based analysis or other empirical testimony supports a nearly four 
percent reduction in the common equity ratio of AIC pursuant to Section 9-230. 

In direct testimony, Mr. Martin identified a capital structure that includes 54.850% equity, 

43.499% percent debt, 1.651% preferred stock, and no short term debt.  (Ameren Ex. 2.0 (Martin 

Dir.), p. 3.)   Further, Mr. Martin explained how the capital structure was created in the ordinary 

course of business from 2008 until 2011, and testified that the capital structure was prudent and 

reasonable. (Id., p. 4.) 

In contrast, Staff supports an imputed capital structure with less equity, equaling 

approximately 51% of the total capitalization, a proportion derived from the capital structure of 

AIC’s parent company, Ameren Corporation.  In general support of her proposed capital 

structure, Ms. Phipps cites commentary from a spring 2012 Moody’s report regarding the 

formula rate process associated with implications associated with the EIMA.  (Staff Ex. 4.0 

(Phipps Dir.), p. 7-8.)  Staff does not contest AIC’s capital structure based upon prudence or 

reasonableness standards. (Staff Ex. 9.0 (Phipps Reb.), p. 6.)   Rather, Staff relies upon Section 

9-230 of the Act.  (Id.) 

Staff invokes Section 9-230 of the Act, but provides scant testimonial support for its 
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application in the present proceeding.  Section 9-230 requires the Commission remove the effects 

of incremental risk or cost that result from affiliation from the rate of return.  Staff does not 

provide any analytical support demonstrating how and to what extent any affiliate has negatively 

impacted AIC’s risk or cost of capital.  Staff offers no support for what the level of incremental 

risk or cost of capital is, nor does Staff attempt to quantify the impact of its adjustment or 

support how such adjustment proportionally corrects any incremental risk or cost.  As the 

Commission recently found in Illinois-American Water Co., when rejecting a proposal by Staff 

to impute a parent company capital structure based on application Section 9-230, there must be a 

record basis to indicate that the capital structure includes any incremental risk or increased cost 

of capital which is the direct or indirect result of the public utility's affiliation with unregulated 

or nonutility companies.  Illinois-American Water Co., Docket No. 11-0767, Order, p. 79 (Sept. 

19, 2012).  There is none here. 

  In testimony supporting the Section 9-230 adjustment, Staff relies upon one sentence in 

one report from Spring of 2012 (Standard and Poor’s)  (Staff Ex. 9.0, pp. 6-7.)   A critical 

threshold problem with Staff’s argument is its reliance upon a credit agency report from 2012 as 

justification to adjust 2011 capital structure, with no reference to reports from the actual period at 

issue. (See Tr. 327-28.)  Recognizing this frailty in her logic, Ms. Phipps noted on redirect 

examination at hearing that she commented on a 2012 Moody’s report for the purpose of 

prospective applicable calendar years under Section 16-108.5, not the calendar year 2011 at issue 

in this docket.  (Id., 350-51.)  Acknowledging the 2012 credit report was issued after the 

applicable calendar year of 2011 and only applicable as to future formula rate proceedings, 

leaves the record void of any analytical basis for its adjustment in the present docket.   

Further, AIC has offered substantial testimonial evidence that its 2011 capital structure 
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was reasonable and prudent, explaining why AIC targeted a capital structure between 51-55 

percent and why AIC believes it should be at the high end of that range for the time being.  

(Ameren Ex. 12.0 (Martin Reb.), pp. 5-7; Ameren Ex. 21.0 (Martin Sur.), p. 6.)  Mr. Martin 

noted that the current debt rating of AIC, while recently upgraded by Moody’s, remains 

relatively weak with Standard and Poor’s rating AIC one notch above junk bond status, and 

Moody’s only two. (Ameren Ex. 24.0, p. 5.)  He further explained that credit ratings agency’s 

realize that the EIMA is relatively new, noting the “jury is still out” as to whether the new law 

will be credit supportive.  (Id.)  It is also noteworthy that AIC is also a gas utility without the 

benefit of formula rates.  (Id., p. 7.)  Mr. Martin concludes the risk landscape of AIC dictates an 

equity ratio at the high end of the targeted range.  (Id., pp. 6-7.)  

Mr. Martin’s testimony as summarized above is left unrebutted.  Staff does not offer any 

testimony challenging prudence, reasonableness, or provide any factual analysis or other basis 

for the sustainability of its adjustment as a result of Section 9-230.  (Staff Ex. 9.0, p. 6.)  Staff 

fails to explain how a noted “slight” impact on AIC’s rating reported in 2012 necessitates a 

nearly four percent reduction in the 2011 equity balance.  Not only does Staff not offer empirical 

support for this adjustment, but also offers no explanation as to how this reduction is reasonable, 

logical, proportionate, or otherwise good policy.   

To the extent the 2012 Standard and Poor’s report is even considered at all, the single 

sentence upon which Ms. Phipps relies is very general and limited in its implications.  Standard 

and Poor’s comments that the rating “suffers slightly” by virtue of the decline in purchase power 

prices affecting AIC’s merchant generating affiliate.  Staff offers no empirical support for how 

any slight effect impacts AIC’s cost of capital or necessitates a substantial reduction in AIC’s 

equity balance.  Staff offers no calculation supporting how such an adjustment is proportional to 
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any slight effect averred by Standard and Poor’s.  Staff also failed in its analysis to consider that 

the two other common credit ratings agencies8, Moody’s and Fitch, that issued reports at the 

same time did not mention AIC’s unregulated affiliate.  On cross examination, Ms. Phipps 

admitted that contemporaneously issued reports by to the two other credit reporting agencies, 

Moody’s and Fitch, made no mention of AIC’s merchant generation affiliate  (“GenCo”).  (Tr. 

339, lines 20-22; 340, lines1-8; 343, lines18-22; 344, lines 1-6.)  Review of the reports 

themselves demonstrates that there is no consideration of the “GenCo” affiliation in the spring 

2012 reports issued by Moody’s and Fitch, two of the three common credit ratings agencies.9  

(Ameren Cr. Ex. 5; Ameren Cr. Ex. 6.) 

 Mr. Martin explained the Standard and Poor’s “suffers slightly” comment reflects the 

ratings agency’s enterprise-wide perspective not shared by the other two major credit reporting 

agencies.  (Ameren Ex. 21.0, pp. 7-8) Mr. Martin further stated that in his experience and 

expertise, no incremental risk or cost has affected AIC by virtue of an affiliate relationship, and 

even cited a recent successful financing as evidence that no such effect was weighing on AIC’s 

creditworthiness.  (Ameren Ex. 21.0 pp. 8-9.)   As Mr. Martin and Ms. Phipps would almost 

certainly agree, the market is the ultimate arbiter of risk and debt pricing, not credit reporting 

agencies who opine as to the creditworthiness of the entities they rate. (Tr. 324-25; Ameren Ex. 

21.0, pp. 8-9.) 

Moreover, as Staff’s own cross exhibit, the Standard and Poor’s 2012 report of AIC 

affiliate merchant generating, is illustrative.  In the very first sentence of the report, Standard and 

Poor’s notes that there is “very limited degree of support” provided by the Ameren Corporation 

                                                
8 Ms. Phipps agreed at hearing that the three most common credit reporting agencies are Standard and Poor’s, 
Moody’s, and Fitch. (Tr. 323, lines 14-21.) 
9 Both Fitch and Moody’s do note that as part of the 2010 merger of the three utilities into what is today AIC, AERG 
was divested and is no longer a part of AIC’s corporate structure.   
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to GenCo.  (Staff Group Cross Ex. 510; See also Tr. 340, lines. 1-7.)  This comment is instructive 

as Section 9-230 is directed to direct or indirect incremental risk imposed on the utility by virtue 

of affiliation with its unregulated affiliate.  Section 9-230 has the clear purpose of preventing 

cross-affiliate support of an unregulated business by a regulated utility.  Citizens Utility Board vs. 

Illinois Commerce Comm’n, 276 Ill.App.3d 730, 747 (1st Dist. 1995).  The very test ordered by 

the appellate court on remand in Citizens was to examine whether the capital structure of 

earnings enabled cross subsidization of earnings.  Id.  Thus, if the common parent is not 

supporting the unregulated subsidiary, cross-subsidization of risk or cost cannot be found.  In this 

sense, the Standard and Poor’s comment regarding “very limited” support corroborates Mr. 

Martin’s explanation that Standard and Poor’s is still employing enterprise-wide perspective in 

its reports, but is starting to view the Ameren affiliates being of lesser perceived connection than 

in the past.  (Ameren Ex. 21.0, p. 8, lines 159-63.) 

Absent any factual basis for its position, Staff now presents a new legal theory as to the 

capital structure used to set rates pursuant to Section 16-108.5.  Ms. Phipps interprets Section 9-

230 to require the adoption of a parent’s capital structure for participating utilities whereby the 

utility has an unregulated affiliate.  (Staff Ex. 4.0, p. 9; Tr. 346-47.)  But Section 9-230 does not 

actually say this and there is no basis in law for such an automatic adoption of the parent 

company’s capital structure.  In Illinois-American Water Co., the Commission recognized as 

much, in expressly not adopting Staff’s argument for a “threshold” test under Section 9-230.  

Illinois-American Water Co., Docket No. 11-0767, Order, p. 79.  If the law required the 

participating utilities (ComEd and AIC) to use their parent company capital structures for setting 

rates, it could have easily stated that requirement in plain terms.      

                                                
10 Document entitled “Standard and Poor’s Global Credit Rating Portal, Ratings Direct, AmerenEnergy Generating 
Co. (March 19, 2012) 
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Further, Staff cites interpretive judicial authority that itself indicates there is no automatic 

operation of Section 9-230, but rather its operation is dependent upon the facts at issue.  See 

Citizens, 276 Ill.App.3d 730, 743-48; (Staff Ex. 4.0, p. 9.)  The Citizen’s case clearly sets forth 

that where evidence supports a capital structure is both reasonable and free of incremental risk or 

cost imposed by unregulated affiliates, the Commission should approve the same.  Illinois Bell 

Telephone v. Illinois Commerce Comm’n. et al, 283 Ill. App.3d 188, 207-08 (2nd Dist. 1996).  In 

this case, AIC has clearly established both pre-requisites.  Mr. Martin, in his capacity as 

Assistant Treasurer of Ameren Corp., with actual experience managing AIC’s capital structure 

and financing, specifically testified that incremental risk or cost does not bear upon AIC’s 

financial risk or cost of capital.  (Ameren Ex. 21.0, p. 7-8.)  As previously noted, he even offered 

an example of a successful recent financing as demonstrable objective evidence supporting his 

conclusions.  (Id.)   

The only quantitative example that Ms. Phipps offers to support her adjustment in 

testimony is flawed.   She provides an example of AIC issuing $80 million in debt financing and 

removing the same proportion of equity.  (Staff Ex. 9.0, pp. 4-5.)  The example is intended to 

show in a quantitative manner that a reduction in common equity would not impair AIC’s credit 

ratings.  (Id., p. 4, lines 74-78.)  The analysis is flawed in that Ms. Phipps admitted that she 

cannot know with certainty how a credit ratings agency will actually rate AIC. (Tr. 347-48.)  

Only credit reporting agencies can determine what their own reports will say.  (Ameren Ex. 24.0 

(Martin Sur.), pp. 3-4).  Further, she implicitly doesn’t seem concerned that AIC is only 

marginally above “junk” status presently.  (See id., p. 5.)  Clearly, Ms. Phipps understands that a 

junk rating corresponds with a higher risk of default, and in meeting the obligations pursuant to 

the EIMA, a junk rating would make the cost of debt more expensive than it otherwise would be.  
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(Tr. 326.)  Mr. Martin concludes that if it were actually to undertake such a transaction, AIC 

would experience “some degree of deterioration of key credit metrics…”  (Ameren Ex. 24.0 

(Martin Sur.), p. 4.) 

As even Ms. Phipps acknowledges, AIC will be required to finance approximately $625 

million dollars of incremental capital improvements in Illinois pursuant to the EIMA, and it will 

be required to finance that amount with at least some portion of debt.  (Tr. 321-22.)  Mr. Martin 

advises that “maintaining credit ratios at the strong end of the range…is necessary to offset other 

factors that put downward pressure on ratings.”  (Ameren Ex. 24.0 (Martin Sur.), p. 6, ll. 113-14.)  

That downward pressure is a perception of current regulatory environment as being sub-

investment grade, a perception among credit ratings agencies that Ms. Phipps identifies as 

beginning in 2007 after the lifting of the Illinois electric rate freeze.  (Tr. 337-38; AIC Cr. Ex. 5.) 

As Mr. Martin cautiously advises, “now is not the time to make significant changes to 

[AIC’s] capital structure.”  (Ameren Ex. 24.0 (Martin Sur.), p. 6.)  He further warns that doing so 

could put AIC in jeopardy of a downgrade and potentially increase the cost to ratepayers 

associated with EIMA improvements.  (Id.)   

AIC notes that, as the Commission found in Docket No. 11-0767, it is “curious” that Staff 

raises Section 9-230 now, when AIC has been a holding company structure for years.   Illinois-

American Water Co., Docket No. 11-0767, Order, p. 79.  Moreover, Section 16-108.5 is clear 

with regard to use of actual capital structure for the applicable calendar year.  That law, the 

policy it embodies, and the weight of the evidence in this docket point to only one sustainable 

conclusion: for the applicable calendar year of 2011, the Commission should approve AIC’s 

capital structure as established in Mr. Martin’s direct testimony, inclusive of a 54.85% equity 

ratio.  
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3. Common Equity Balance—Purchase Accounting 

In Docket 04-0294, the Commission ordered one of AIC predecessor companies, Illinois 

Power Company, to collapse all purchase accounting reductions, including goodwill, into 

Account 114 for “all regulatory purposes.”  Ill. Power Co., Docket No. 04-0294, Order, p. 33-34.  

From this point forward, the elimination of goodwill and all other purchase accounting 

adjustments have been intertwined.  The removal of purchase accounting from rates is 

effectuated through purchase accounting adjustments that have been consistently made since the 

time of the acquisition of Illinois Power Company.  (See Ameren Ex. 11.0R, (Stafford Reb.), p. 

11.)  In the past two cases addressing the issue, Staff, through Ms. Phipps, has contested the 

established means of reflecting purchase accounting in the calculation of capital structure.  In 

both instances, the Commission did not agree with Staff’s adjustment.  Ameren, Docket 11-0282, 

Order, p. 54; Ameren, Docket. 12-0001, Order, p. 119. 

In Direct and Rebuttal testimony, Ms. Phipps again asks the Commission to remove the 

collapsed purchase accounting adjustments from the calculation of capital structure that were 

ordered in Docket 04-0294.  The adjustments she seeks to eliminate are regulatory adjustments 

ordered by the Commission.  Removing them would be a reversal of the accounting ordered for 

“all regulatory purposes” in Docket No. 04-0294, and recognized in all relevant dockets 

thereafter.   AIC witness and CPA, Mr. Stafford, responds at length to Ms. Phipps proposal in his 

testimony, noting the lack of accounting support for her proposed adjustment.  (Ameren Ex. 

11.0R, p. 7-12; Ameren Ex. 19.0R (Stafford Sur.), p. 3-10.)  Chief among Mr. Stafford’s 

concerns is that Ms. Phipps’ accounting adjustment to capital structure related to purchase 

accounting is not in compliance with the Commission’s Order in Docket No. 04-0294, and also 

that she seeks to remove amounts already removed from the equity balance.  (Ameren Ex. 19.0, p. 

5-6.)  As Mr. Stafford’s extensive discussion makes clear, the adjustment proposed by Staff 
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simply does not make sense and its approval would result in a reversal of prior Commission 

decisions and non-compliance with applicable accounting requirements. 

The issue presented in this docket is either identical or nearly identical to those presented 

in the 11-0282 and 12-0001 dockets.  The Commission’s decisions are no less correct today, and 

should be affirmed. 

In Docket No. 11-0282, the Commission held in pertinent part: 

As previously discussed, the Commission understands purchase accounting to be 
technical and complex. It appears to the Commission that while easy to 
understand, Staff's recommendation on this issue is overly simplistic. The 
Commission concludes that the record supports AIC's position that purchase 
accounting and goodwill are intertwined. It is clear to the Commission that Staff's 
recommendation does not reflect this fact. The record supports AIC's position that 
the common equity balance should be reduced by $350,833,351. This adjustment 
reflects a netting of accounting adjustments against the goodwill balance which is 
supported by the record of this proceeding. Substituting this value into Staff Ex. 
24.0, Schedule 24.03 in place of the value used by Staff, $411,000,000, produces 
an average common equity balance of $1,889,251,000, which the Commission 
believes should be used for purposes of setting rates in this proceeding.  
  

Ameren, Docket 11-0282, Order, p. 54.   
 
Likewise, in Docket No. 12-0001, the Commission similarly concluded as follows: 

The Commission has attempted to review the record carefully and cannot 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. 
 

Ameren, Docket No. 12-0001, Order, p. 119. 
 
The facts before the Commission remain the same, and there is no basis for a departure 

from previous dockets or for the reversal of regulatory accounting adjustments ordered by the 

Commission in Docket No. 04-0294.    The Commission should continue to apply the accounting 
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it ordered since the acquisition of Illinois Power.   

4. Balance and Embedded Cost of Long-Term Debt 

For the 2011 applicable year, Mr. Martin's testimony establishes a capital structure of 

54.85 percent common equity, 43.49 percent long term debt, and 1.65 percent preferred stock. 

(Ameren Ex. 2.0 (Martin Dir.), p. 3)  The issue of an appropriate structure is discussed in Section 

VI.C.2. 

5. Balance and Embedded Cost of Preferred Stock 

For the 2011 applicable year, Mr. Martin's testimony establishes a capital structure of 

54.85 percent common equity, 43.49 percent long term debt, and 1.65 percent preferred stock. 

(Ameren Ex. 2.0 (Martin Dir.), p. 3)  The issue of an appropriate structure is discussed in Section 

VI.C.2. 

VII. COST OF SERVICE AND RATE DESIGN 

A. Uncontested or Resolved Issues 

1. Consistency with Docket No. 12-0001 

Staff witness Mr. Johnson states the ECOSS cost allocation to classes, revenue allocation, 

and rate design methodologies in this proceeding should be consistent with the methodologies 

approved by the Commission in Docket No. 12-0001.  (ICC Staff Ex. 5.0 (Johnson Dir.), p. 11.)  

To ensure consistency between these two dockets, he recommends AIC file revised COSS, 

revenue allocation schedules, and rate design and bill impact schedules that incorporate COSS, 

revenue allocation and rate design methodologies approved in Docket No. 12-0001.  (Id.)  AIC 

has agreed to Staff’s recommendation and will file with its compliance filing revised COSS, 

revenue allocation schedules, and rate design and bill impact schedules that incorporate COSS, 

revenue allocation and rate design methodologies approved in Docket No. 12-0001.  (Ameren Ex. 

16.0 (Jones Reb.) p. 4.)  AIC witness Mr. Jones notes, however, that providing bill impact 
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schedules goes beyond information normally provided in a compliance filing.  (Id.)  Because rate 

design is not at issue in this proceeding and will not change, updating prices within the bill 

impact schedules can be accommodated within the compliance filing timeline.  (Id.)    

VIII. FORMULA RATE TARIFF – RECONCILIATION 

A. Uncontested or Resolved Reconciliation Issues  
B. Contested Reconciliation Issues 

1. Average or Year-End Reconciliation Rate Base 

AIC recognizes that, in Docket 12-0001, the Commission determined that an average rate 

base should be used for formula rate reconciliation.  Ameren, Docket 12-0001, Order, p. 175.  

This decision, however, cannot be considered determinative at this time in this Docket.  First, the 

time for rehearing and appeal has not expired in Docket No. 12-0001, and average rate base issue 

remains pending on rehearing in Docket No. 11-0721. Second, the record in this case is different 

from that in Docket No. 12-0001 and so supports a different result. In order to pursue rehearing 

and appeal on this issue, in Docket No. 12-0001 or this Docket, AIC must continue to contest the 

issue. 

As AIC has set forth in extensive previous briefing, use of a year end rate base for 

reconciliation should be approved because: 

• The EIMA requires use of a year-end rate base for reconciliation; 
 

• Use of a year end rate base for reconciliation reflects appropriate ratemaking 
policy because it matches customers’ rates with the cost of the plant providing 
them service; 
 

• AIC would be adversely impacted by the use of a year end reconciliation rate 
base.  

The Plain Language of the EIMA Requires Use of a Year-End Rate Base for Reconciliation 

The reconciliation process is described in two sections of the EIMA.  Section 16-

108.5(c)(6) provides the formula rate tariff will “provide for an annual reconciliation, with 
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interest as described in subsection (d) of this Section, of the revenue requirement reflected in 

rates for each calendar year, beginning with the calendar year in which the utility files its 

performance-based formula rate tariff pursuant to subsection (c) of this Section, with what the 

revenue requirement would have been had the actual cost information for the applicable calendar 

year been available at the filing date.”  220 ILCS 5/16-108.5(c)(6).  Section (d)(1) then provides 

the specifics for an annual filing of updated cost inputs and a reconciliation: “The inputs to the 

performance-based formula rate for the applicable rate year shall be based on final historical data 

reflected in the utility's most recently filed annual FERC Form 1 plus projected plant 

additions …”  220 ILCS 5/16-108.5(d)(1).  

Thus, reconciliation is between a revenue requirement set using “cost inputs for the prior 

rate year” and an actual revenue requirement based on “the actual costs for the prior rate year.”   

The EIMA makes it clear that cost inputs are based on final historical data reflected in the 

utility’s most recently filed annual FERC Form 1 . . . ” (Id.) (emphasis added).  An average rate 

base is not "final" data.  And, the General Assembly specified that “the actual costs for the prior 

rate year” will be used.  The actual costs for the prior rate year, as shown on FERC Form 1, are 

the final costs. For example, 2012 will be a fully historical period when the update proceeding is 

filed in May 2013.  The “actual costs” for 2012 will be known.  The “final historical data” shown 

on the 2012 FERC Form 1 must be used to derive rate base for rates that will go into effect later 

in 2013.  This final historical data is the year-end rate base.   

Nowhere in Section 16-108.5 is the use of an average rate base specified.  But the 

legislature has specified use of averages elsewhere in the EIMA and routinely used the concept 

of annual averages throughout the Public Utilities Act.  As a matter of statutory construction, 

where the legislature includes particular language or terms in one section of a statute but omits it 
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in another, it is generally presumed the legislature acts intentionally and purposely in the 

inclusion or exclusion of the different terms.  In re J.L., 236 Ill. 2d 329, 341 (2010).  

In Section 16-108.5(c)(3)(A) of the Act concerning yields of 30-year U.S. Treasury 

Bonds, the EIMA states:  

[formula rates] include a cost of equity, which shall be calculated as the sum of 
the following:  (A) the average for the applicable calendar year of the monthly 
average yields of 30-year U.S. Treasury bonds… 

220 ILCS 5/16-108.5(c)(3)(A).  Likewise, the EIMA refers to “average capital spend for 

calendar years,” (See Section 16-108.5(b)(2)) concerning infrastructure investment program).  

These Sections of the Act contains the terms “average” and “calendar year” in the same phrase, 

meaning the General Assembly distinguished between where they intended an “average” to be 

used for a year and where they did not.  Sections 16-108.5(c)(6) and 16-108.5(d)(1) do not 

contain the word “average,” and therefore the General Assembly did not intend the use of a 

reconciliation average rate base.  See also 220 ILCS 5/7-102(E); 220 ILCS 5/8-103(d)(5) 

(emphasis added).  In fact, the legislature has often been very specific in how to calculate an 

average – yet no such specific calculations exist in the EIMA reconciliation provisions. See 220 

ILCS 5/9-220(b); 220 ILCS 5/19-145.  The absence of the use of the term average in the EIMA 

reconciliation provisions confirms that year-end rate base, not average, must be used for 

reconciliations. 

Finally, the record in this case contains confirmation from the Illinois House of 

Representatives itself that the plain language of the EIMA means what it says: a year end rate 

base should be used for reconciliation.  House Resolution 1157 provides in pertinent part: 

WHEREAS, The Energy Infrastructure Modernization Act also provides that the 
final year-end cost data filed in FERC Form 1 should generally be used to 
determine rates; and 

WHEREAS, No statutory authority was given to the Illinois Commerce 
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Commission to set rate base and capital structure using average numbers that do 
not represent final year-end values reflected in the FERC Form 1, and the Illinois 
Commerce Commission's use of such average is contrary to the statute; 

* * * 

Resolved, by the House Of Representatives of the Ninety-Seventh General 
Assembly of the State of Illinois, that we express serious concerns that the Illinois 
Commerce Commission Order, entered on May 29, 2012 in Commission Docket 
No. 11-0721, fails to reflect the statutory directives and the intent of the Illinois 
General Assembly by: … (3) determining rate base and capital structure using an 
average, rather than the year-end amounts as reflected in FERC Form 1. 

(Ameren Exhibit 18.1).  

Use of a Year-End Rate Base for Reconciliation Reflects Appropriate Ratemaking Policy 

The formula rate is designed to allow the utility to recover its actual costs incurred in a 

given year and reduce regulatory lag.  (Ameren Ex. 9.0 (Nelson Reb.), pp. 8-9.)  But those actual 

costs include the full amount of investment the utility made in the year: by the time that rates go 

into effect recovering the costs of a particular year, that year has concluded and all investment 

that is reflected in the rates has been made.  Use of a year end rate base thus ensures the match 

between the rates paid by ratepayers and the cost of the plant used to provide them service at that 

time.  Using the example of the annual update filed on or before May 1, 2013, that filing will 

reflect projected plant for 2013, with new rates effective January 1, 2014, after 2013 is over and 

all plant investment has been made. The May 1, 2014 filing would then include a reconciliation 

for the historical year 2013.  The rates reflecting this reconciliation would go into effect January 

1, 2015.  Thus, at the time the new rates go into effect reflecting the reconciliation, 2013 plant 

will be have been fully in service for over a year.  Rates should be set so that customers are 

paying for the full cost of this plant which is fully used and useful in serving them.  Use of an 

average reconciliation rate base, as Staff and interveners recommend, would create a situation in 

which ratepayers are not paying for the full amount of utility plant providing them service. 
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AIC Would Be Adversely Impacted by the Use of a Year-End Reconciliation Rate Base  

Section 16-108.5 first requires estimating revenue requirements using actual costs for an 

historical period and projected values (for the year of filing) for plant additions, plus associated 

depreciation expense and accumulated depreciation. The projected plant values are determined 

based on what is in service at the end of the projected period, i.e., on a year-end basis. Once an 

estimated or projected period becomes an actual period, then the formula rate construct requires 

a true-up or reconciliation of the projected period using actual costs as they would be recorded in 

FERC Form 1 for the now historical period.  (Ameren Ex. 9.0, pp. 9-10.)  If the reconciliation 

year is determined using an average rate base however, this average rate base is being reconciled 

to the previously projected rate base determined using projected year end balances.  Such a 

reconciliation will likely result in AIC simply not recovering the difference between the average 

rate base amount and the year end plant balance for the reconciliation period.  (Id., p. 9.)   The 

reconciliation will reconcile the projected year end balance for the reconciliation year back to an 

average balance, resulting in an under-recovery for reconciliation rate base.  In the subsequent 

rate year, rates will reflect the year end plant balance of the reconciliation year plus projected 

plant additions for the subsequent year. But by reconciling the reconciliation year rate base back 

to an average rate base, the reconciliation revenue requirement will be understated once again. In 

short, AIC will be forced to forego those dollars each year, as a permanent deferral, even though 

ratepayers were benefiting from a full year of the plant's service.  (Id.)  This exacerbates 

regulatory lag and denies full cost recovery, even though the purpose of the EIMA is to eliminate 

lag to the extent possible and to assure full recovery of reasonable and prudent costs.  220 ILCS 

5/16-108.5(c)(1).   

For this reason, the Commission should affirm the EIMA’s requirement that a year end 

rate base be used to determine reconciliation revenue requirements. 
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2. Interest Rate on Under/Over Reconciliation Balances 

As with reconciliation rate base, AIC recognizes that, in Docket No. 12-0001, the 

Commission determined that a short-term debt cost rate should be used for reconciliation 

balances.  Ameren, Docket 12-0001, Order, p. 188.  However, the issue is not final while AIC 

(and ComEd) may pursue rehearing and appeal on this issue.  The Commission should set the 

reconciliation interest rate at AIC’s WACC because:  

• The time for rehearing and appeal has not expired in Docket No. 12-0001, and the 
reconciliation interest issue remains pending on rehearing in Docket No. 11-0721. 
   

• The decision in Docket No. 12-0001 is based on the incorrect premise that 
reconciliation balances are incurred over less than 12 months; in fact they are 
incurred and then eliminated over a two year period, and so are not properly 
characterized as short-term obligations.   
 

• Use of the WACC would benefit customers if there are overcollections to be 
refunded; and  
 

• The record in this case is different from that in Docket No. 12-0001 and so 
supports a different result.  

Section 16-108.5(c) of the EIMA provides that the formula rate tariff approved by the 

Commission must “provide for an annual reconciliation, with interest .”  220 ILCS 5/16-108.5(c). 

The question of reconciliation interest turns on the question of what is meant by the statutory 

term “interest” in the context of formula rates.  Black’s Law Dictionary (7th Ed.) defines “interest” 

as “the compensation fixed by agreement or allowed by law for the use or detention of money, or 

for the loss of money by one who is entitled to its use.”  In other words, “interest” represents the 

cost of, or time value of, money.  Accordingly, AIC in the Docket proposed that the carrying cost 

rate applicable to over- or under-collection amounts determined in a reconciliation proceeding 

should be equal to the weighted average cost of capital (WACC), which represents the cost of 

money to AIC.  
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The WACC is the only proposed interest rate that complies with the statute.  The EIMA 

directs the Commission to allow a participating utility to recover the full cost of providing 

delivery services.  See 220 ILCS 5/16-108.5(c)(1) (“[t]he performance-based formula rate 

approved by the Commission shall . . .  [p]rovide for the recovery of the utility's actual costs of 

delivery services.”); see also 220 ILCS 5/16-108.5(c) (“charges for delivery services shall be 

cost based, and shall allow the electric utility to recover the costs of providing delivery services”).  

The WACC—which is what AIC actually pays for capital—is the only interest rate that will fully 

compensate AIC for the capital that was employed in the event of under collection.  (Ameren Ex. 

9.0, pp. 11-13.)  Moreover, both the position of AG/AARP and the Docket No. 12-0001 order 

ignore the fact that reconciliation interest works both ways—an interest rate at the WACC works 

to the customers benefit when there are overcollection balances that need to be credited to 

customers. 

AG/AARP recommend that either a short-term debt cost rate or an equally weighted 

short-term and long-term debt cost rate be applied to over-/under-recovery reconciliation 

balances.  CUB recommends that the interest rate for over-collections be based on weighted 

average cost of capital (WACC), but be a hybrid debt cost rate for under-collections, similar to 

the approach in Docket No. 11-0721.  (Ameren Ex. 18.0R (Nelson Sur.), p. 8.)  Both base their 

proposals (as does the order in Docket No. 12-0001) on a faulty assumption that reconciliation 

amounts do not represent or require permanent financing, and that they would either displace or 

require only short-term debt.  For example, AG/AARP witness Mr. Brosch argues that his 

proposal is necessary to “recognize the short-term, working capital nature of reconciliation 

amounts.”  (AG/AARP Ex. 3.0 (Brosch Reb.), p. 12.)  Reconciliation amounts, however, are not 

short-term, and under the Commission’s rules, working capital is included in rate base at the 
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WACC. 

Short-term debt is debt issued for a period of less than one year.  83 Ill. Adm. Code § 

285.115.  Reconciliation amounts, however, will not be recovered or refunded within one year.  

Under the protocols laid out in the EIMA, an under-recovery experienced in Year 1 will be the 

subject of an update filing in Year 2 and will be reflected in rates in Year 3.  See generally, 220 

ILCS 5/16-108.5(c), (d).  Necessarily, any under-recovery in Year 1, will not be fully recovered 

until the end of Year 3, meaning that the recovery period is two years.  As such, it is not 

appropriate to assign a short term cost rate to an obligation that is not short-term.  What 

AG/AARP and CUB are proposing is that an investment with a life beyond one year be funded 

with debt issued for less than one year.   

Additionally, working capital is reflected in rate base at the WACC.  Thus, if AG/AARP 

believes that the “working capital nature” of reconciliation amounts be properly reflected in rates, 

those amounts should be carried at the WACC, just like other working capital items. 

The use of a weighted cost of short-term and long-term debt would not compensate AIC 

for its actual costs of accessing capital in the markets to fund investments required under the 

statute.  (Ameren Ex. 9.0, pp. 12-13.)  It effectively would require AIC to alter its capital 

structure to fund reconciliation amounts with a certain mix of debt, irrespective of: the 

consequences of using only debt on AIC’s financial condition and credit ratings; whether such 

funding is prudent; and whether such funding is practicable.  (Id., p. 12.)  In effect, the parties are 

arguing that it is imprudent to fund reconciliation amounts—which themselves represent 

unrecovered costs associated with the incremental investment in plant that the formula rate is 

supposed to support—with anything other than debt.  (Id., pp. 8-9.)  The far more reasonable 

position is that this investment should be supported by the same mix of capital as other 
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investment.  

Further, the record in this case supports a different outcome than that in Docket No. 12-

0001.  There is record evidence in this case of what the legislature meant when it used the term 

“interest” in Section 16-108.5(d) in the form of recently passed HR 1157.  (Ameren Ex. 18.1.)  In 

expressing “serious concerns” with the Commission’s Final Order in Docket No. 11-0721, the 

House resolved: 

WHEREAS, The Energy Infrastructure Modernization Act further provides in 
subsections (c) and (d) of Section 16-108.5 that those amounts to be credited or 
charged to customers following the annual reconciliation process under the 
performance-based formula rate shall be "with interest" so the utility will be made 
whole for unrecovered amounts that were prudently and reasonably incurred and 
customers will be made whole for amounts they overpaid, if any; and 
 
WHEREAS, Such interest is intended to be set at the utility's weighted average 
cost of capital, determined in accordance with the statute, which represents the 
reasonable cost and means of financing a utility's investments and operating costs, 
so that the utility and customers are made whole when charges or credits are 
necessary to reconcile to actual prudent and reasonable investments and costs; 
 
Thus the record in this case makes clear that the legislature intended reconciliation 

interest to be set at the weighted average cost of capital.  This makes sense, because it is the 

utility’s cost of money.   

3. Average or Year End Capital Structure 

Use of average versus year end capital structure (for both inception rates and 

reconciliation) is another issue that is the subject to the Commission’s Order in Docket No. 12-

0001 as discussed above.  The plain language of Section 16-108.5(c)(2) requires formula rates 

are to “[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.”  (Emphasis added.)  This provision applies to the capital structure used for 

reconciliation as well, for the reasons discussed in Section VI.C.1 above.  
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IX. OTHER 

A. Resolved or Uncontested Issues 

1. Original Cost Determination 

AIC requested the Commission approve an original cost of electric plant in service as of 

December 31, 2011, before adjustments for projected plant additions, of $5,023,011,000.  

(Ameren Exs. 1.0 (Stafford Dir.), p. 19; 1.3.)  Staff recommends the Commission approve AIC’s 

request for an original cost finding.  (ICC Staff Ex. 3.0 (Chang Dir.), pp. 13-14.)  Staff also 

requests that if the Commission makes any additional adjustments to plant, those adjustments 

should also be reflected in the original cost determination.  (Id.)  Therefore, Staff recommends 

the Commission include the following language in the Findings and Orderings paragraphs of its 

Order in this proceeding:  

 
(#) the Commission, based on AIC’s proposed original cost of plant in service as 
of December 31, 2011, before adjustments, of $5,023,011,000, and reflecting the 
Commission’s determination adjusting that figure, unconditionally approves 
$5,023,011,000 as the composite original cost of jurisdictional distribution 
services plant in service as of December 31, 2011.   

(Id.)   

AIC does not oppose the inclusion of this language in the Final Order in this case. 

2. Uncollectibles Expense 

Staff witness Ms. Ebrey recommends the agreement reached between Staff and AIC in 

Docket No. 12-0001 regarding uncollectibles expense be carried forward into this proceeding.  

(ICC Staff Ex. 1.0 (Stafford Dir.), pp. 15-16.)  In Docket No. 12-0001, Staff proposed and AIC 

accepted certain revisions to Schedule FR A-1REC and tariff language modifying Rider EUA for 

the conversion to the net write-off method also agreed to by AIC.   (Id., p. 16; Attachments C, D.)  

AIC did not reflect any of those changes in the filing in this proceeding, however Mr. Stafford 
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stated AIC would agree to Staff’s recommendation only if the revisions are accepted by the 

Commission in its order in Docket No. 12-0001.  (Ameren Ex. 11.0R (Stafford Reb.), p. 3.)  As 

the Commission adopted this agreement in its final order in Docket No. 12-0001 (p. 192), this 

issue is not contested.   Ameren, Docket 12-0001, Order, p. 192.  Schedule FR A-1REC reflects 

the changes agreed to by AIC and those ordered by the Commission in Docket No. 12-0001.  

(Ameren Ex. 11.1; ICC Staff Ex. 6.0 (Ebrey Reb.), p. 31.) 

3. Coordination with Docket No. 12-0001 

Staff witness Ms. Ebrey recommends that any conclusions in the final order in Docket No. 

12-0001 regarding AIC’s performance-based rate structure and protocols be reflected in the 

conclusions in the final order in this proceeding.  (ICC Staff Ex. 1.0 (Stafford Dir.), pp. 15-17.)  

AIC witness Mr. Mill stated that AIC could provide formula rate schedules in this proceeding 

that conform with the final approved formula templates in Docket No. 12-0001 within a 

reasonable period after the Commission's Order is issued in Docket No. 12-0001, and that 

preparation of the conformed formula rate template schedules could begin after AIC finalizes its 

formula rate template for its compliance filing in Docket No. 12-0001.  (Ameren Ex. 10.0 (Mill 

Reb.), p. 3.)   

Mr. Mill originally stated AIC could, using best efforts, submit conformed formula rate 

revenue requirement schedules within this proceeding no later than October 1, 2012.  (Id., p. 4.)  

Ms. Ebrey accepted AIC’s projected submittal date. However, AIC’s compliance filing in 

Docket No. 12-0001 will not be made until October 4, 2012.  Therefore, submission of 

conforming schedules will take place as soon as reasonably practical after October 4. 

Ms. Ebrey also recommends that when AIC provides the conformed formula rate 

schedules (which she acknowledged may not be until after initial briefs are filed in this 

proceeding), the record be left open to allow the parties the opportunity to review the conformed 
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formula rate schedules and provide a response that offers a revised position, if necessary.  (ICC 

Staff Ex. 6.0 (Ebrey Reb.), p. 31.)  AIC accepts this recommendation as reasonable.  (Ameren Ex. 

10.0, p. 4.)    

4. AFUDC Rate – Plant Balances 

Staff witness Everson recommended that the Commission order AIC to recalculate its 

AFUDC rate “for all periods inappropriately impacted by the inclusion of acquisition 

adjustments and/or goodwill included in the equity balance” and then make corresponding 

adjustments to affected utility plant accounts and related accounts.  (ICC Staff Ex. 10.0 (Everson 

Reb.), p. 8.)  Ms. Everson’s recommendation is similar to an order issued by FERC this year.  

(Id., p. 9.)   

AIC witness Nelson explained that AIC has sought rehearing of the FERC order in 

question.  (Ameren Ex. 9.0 (Nelson Reb.), p. 21.)   AIC does not concede that the AFUDC rate 

has been improperly calculated, that a recalculation is required or that periods have been 

inappropriately impacted.  Further, AIC does not concede that a recalculation of the AFUDC rate 

is legally permissible or is required for setting Illinois jurisdictional distribution rates.  (Id., p. 

20-21.)   

AIC does agree with Staff that there is insufficient time within the record of this case to 

fully develop this issue and that AIC will address the issue of whether its AFUDC rate is 

improperly impacted by goodwill in its equity balances in its direct testimony in the next formula 

rate case.  (Staff Cross Ex. 4, p. 2.)   

5. Reporting of Plant Additions Pursuant to Section 16-108.5(b) 

Staff witness Ms. Everson recommends the Commission include a statement in its order 

in this proceeding that identifies the incremental 2012 projected plant additions that are included 

in the revenue requirement in compliance with Section 16-108.5(b)(2) of EIMA.  (ICC Staff Ex. 
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10.0 (Everson Reb.), pp. 14-16, 18.)  Ms. Everson suggests that this amount in the final order 

will increase transparency in the rate making process.  (Id., p. 15.)  As AIC witness Mr. Getz 

explained, however, the amount of the "incremental" projected plant additions for 2012 that was 

included in the proposed revenue requirement was clearly identified in his direct testimony on 

lines 146-151.  (Ameren Exs. 3.0 (Getz Dir.), p. 7, lines 146-51; 20.0 (Getz. Sur.), p. 2.)  For its 

next formula rate filing to be filed before May 1, 2013, AIC intends to disclose the actual 

incremental investments for 2012 and the projected plant additions for 2013.  (Ameren Ex. 20.0, 

p. 2.)   

In addition, the $21.9 million in incremental plant additions included in the revenue 

requirement does not represent all of the forecasted EIMA incremental expenditures.  (Id.)  The 

2012 projected plant additions in the revenue requirement for this proceeding represented only 

the forecasted incremental plant additions that were expected to be in service by the end of 2012.  

AIC's infrastructure investment program identified an estimated amount of  $24.4 million of 

incremental capital investment for 2012.  (Id.)   

Ms. Everson also requested AIC summarize the 2012 projected plant additions by 

subcategories listed on lines 289-306 of her rebuttal testimony.  (ICC Staff Ex. 10.0, p. 16.)  For 

purposes of formula rate filings, AIC takes no issue with identifying incremental actual and 

projected plant additions by investment subcategory.   (Ameren Ex. 20.0, p. 3.)  However, for 

purposes of annual reports required under Section 16-108.5(b), AIC still intends to report 

incremental annual capital expenditures in the aggregate.  (Id.)  AIC, also notes that the statute 

says "including, but not limited to" when providing examples of the investment categories.  (Id.)  

Thus, not all actual and projected incremental investments for any given year may readily fit into 

the categories listed by Ms. Everson. 
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6. Income Taxes – Interest Synchronization 

The interest component of the revenue requirement is computed by multiplying the rate 

base by weighted cost of debt.  (ICC Staff Ex. 1.0 (Ebrey Dir.), p. 6.)  The tax effect of the 

difference in interest expense is the adjustment for interest synchronization.  (Id.)  The effect of 

this adjustment is to ensure the revenue requirements reflect the tax savings generated by the 

interest component of the revenue requirements.  (Id.)  Staff’s proposed adjustment is a 

derivative adjustment based on its proposed rate base times its weighted cost of debt. 

7. Gross Revenue Conversion Factor 

The Gross Revenue Conversion Factor (“GRCF”) is applied to the operating income 

deficiency to derive the change in revenue requirement.  (ICC Staff Ex. 1.0 (Ebrey Dir.), p. 7.)  It 

is based upon the applicable federal income tax rate, state income tax rate, and uncollectible rate.  

(Id.)  Staff’s adjustment is a derivative adjustment based on its proposed operating income 

deficiency.  
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