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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

 

AMEREN ILLINOIS COMPANY   ) 

       )   

Rate MAP-P, Modernization Action Plan  )  Docket No. 12-0001 

Pricing Filing      ) 

    

 

APPLICATION FOR REHEARING OF  

THE PEOPLE OF THE STATE OF ILLINOIS 

AND AARP 

 

The People of the State of Illinois, by Lisa Madigan, Attorney General of the State of 

Illinois (the “People,” or “AG”) and AARP, through its counsel, pursuant to Section 10-113 of 

the Public Utilities Act (“the Act”) and Part 200.880 of the Commission’s Rules of Practice, 83 

Ill. Admin. Code 200.880), hereby file their Application for Rehearing related to the 

Commission’s Order of September 19, 2012 in the above-captioned docket.  

I. INTRODUCTION 

The Commission’s Final Order in this docket demonstrated a clear understanding of the 

General Assembly’s intent related to the new provisions of the Electric Infrastructure 

Modernization Act (“EIMA”), and in particular, Section 16-108.5 of the Act.  Contrary to the 

complaints of the electric companies that have opted for formula rates, the Commission’s 

decision both in this docket and in ICC Docket No. 11-0721 generally reflected a careful analysis 

and review of these new provisions, an appropriate application of Article IX ratemaking 

provisions to the proposed rates, and an insistence that the Final Orders be based on the record 

evidence that was the basis for the parties’ arguments.  The results in both formula rate 

proceedings are well-written orders that reflect a careful balancing of both the utility’s and 

ratepayers’ interests in conformance with the law and the record evidence.   
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Notwithstanding this overall assessment, the People and AARP seek rehearing on a few 

issues that are not supported by the record evidence.  In particular, the Final Order’s adoption of 

Ameren’s arbitrary CWC methodology because it has been adopted in past Commission orders 

requires revisiting, without incorporating the grace period adjustment that was included in the 

ComEd CWC methodology approved earlier this year, makes this Ameren Order inconsistent 

with the Commission’s findings in the ComEd formula rate docket, Docket No. 11-0721.  The 

evidence shows that rather than employ any kind of a data-based, cash flow analysis to determine 

when revenues actually are received by Ameren among the various customer categories, the 

Company simply applied a random methodology that in no way examines accounts receivables 

and customer payment timelines.  One method of moderating the random nature of this 

methodology is to reflect the required payment grace periods that are required under 

Commission rules in the revenue collection lag calculation.   AG/AARP asks for the 

Commissions’ re-evaluation of those conclusions in accordance with the arguments set forth 

below.    

Another conclusion related to Cash Working Capital calculations that is inconsistent with 

the Commission’s findings in Docket No. 11-0721 relates to the treatment of deferred income tax 

expense.  The evidence shows that Ameren has not been and will not be, for the foreseeable 

future, paying state and federal income taxes.  Deferred income taxes are non-cash expenses 

properly excluded from lead lag studies of cash working capital. These amounts should be 

excluded from the CWC calculation, consistent with the Commission’s treatment of this issue in 

the 11-0721 Order.   

Finally, AG/AARP propose that the Commission reconsider its conclusion on the rate 

base treatment of accumulated deferred income taxes related to certain tax depreciable assets that 
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were transferred in 2005 by Union Electric to CIPS (Tax Depreciation Step-up Basis Metro), as 

discussed below.   

II. RATE BASE ADJUSTMENTS 

A. Cash Working Capital – Revenue Collection Lag   

 In its Order approving AIC’s Cash Working Capital (“CWC”) revenue collection lag 

study, the Commission concluded that the Company’s revenue collection lag calculation was 

consistent with prior Commission precedent that approved this random midpoint methodology.    

See 12-0001 Order at 24-25.  The Commission likewise relied on previous decisions related to 

the issue in the ComEd formula rate Order of May 29, 2012 in Docket No. 11-0721 in its 

acceptance of ComEd’s use of the random midpoint methodology, noting: 

The Commission finds that the Company’s method of calculating 

payment lag is consistent with Commission practice.  ComEd used 

a midpoints methodology that is reasonable and that this 

Commission approved in Docket 10-0467, among other dockets.  

If the Commission is to deviate from previously adopted 

methodology, it needs a compelling reason to do so.  The record in 

this docket does not support deviating from previous decisions on 

this issue. 

 

 

Docket No. 11-0721, Order of May 29, 2012 at 41-42 (“ComEd Order”).  The problem with the 

Commission’s Order in this docket, however, is its failure to incorporate into the AIC revenue 

collection lag calculation the same grace period inputs that ComEd employed in its revenue 

collection lag methodology.  The result is an order in this docket that is inconsistent with the 

Commission’s conclusion in the 11-0721 Formula Rate Order of May 29, 2012.   

At page 24, the Proposed Order rejects AG/AARP accounting expert Michael Brosch’s 

recommendation that the Commission order the Company to revise its estimated revenue 
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collection lag method to (1) insert the same grace period customer remittance assumptions that 

were previously adopted by ComEd and that were approved by the Commission in Docket No. 

10-0467 and 11-0721; and (2) require the Company to conduct statistical samples of actual 

customer remittances for future CWC studies and formula rate filings, to determine the average 

number of days between collection date and the related prior billing dates.   

In doing so, the Commission’s Order concludes: 

The Commission believes that the evidence presented shows that 

AIC has appropriately calculated the revenue collection lag; 

therefore it will be adopted for this proceeding.  The Commission 

agrees with AIC that it has adequately considered the issues 

presented in calculating the collection lag, and the method used is 

the same as that accepted by the Commission in Docket Nos. 09-

0306 et al. (Cons.).  The Commission will also decline to accept 

the recommendation of AG/AARP for AIC in future proceedings 

to either conduct a daily accounts receivable turnover analysis or 

use a statistically valid sample of customers' actual remittances in 

future filings.  The Commission agrees with AIC that the proposed 

method could be biased toward certain customers and unduly 

penalize AIC, without any evidence that the additional cost would 

produce a better result for the Commission's consideration. 

 

 

Order at 24-25.   

 This conclusion is flawed for several reasons.  First, the fact that this “midpoints” 

methodology has been approved by the Commission in other dockets does not support adoption 

of this methodology or the specific calculation details proposed by Ameren here.  Illinois courts 

have held that “decisions of the Commission are not res judicata.”  Commonwealth Edison 

Company v. Illinois Commerce Comm’n, 405 Ill.App.3d 389, 937 N.E.2d 685 (Second Dist. 

2010), Rehearing Denied, Nov. 16, 2010.   The concept of public regulation requires that the 

Commission have power to deal freely with each situation that comes before it, regardless of 
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how it may have dealt with a similar or even the same situation in a previous proceeding.  

Mississippi River Fuel Corp. v. Illinois Commerce Comm’n, 1 Ill.2d 509 (1953).  A record 

containing new evidence or argument that implicates a past decision compels reconsideration on 

the new record and may require a different result.  Id.   

As held by Illinois courts, the Commission may make a different determination if the 

evidence before it does not support the same result as in a previous case or supports a change in a 

prior Commission position.  The evidence in this record of the arbitrary and random assumptions 

employed by Mr. Heintz in calculating the Company’s CWC requirements, as well as the fact 

that this case will provide the template for evaluation of rate base and operating income expense 

items in formula rate proceedings in the future, demand that the Commission require the 

Company to be more precise in its calculation of CWC requirements.   No less than three 

witnesses concluded that the Company’s calculation of the revenue collections lag was arbitrary 

and results in overstated revenue collection lag day figures. 

The evidence shows Ameren witness Heintz never assessed the flow of accounts 

receivables and actual customer payments in his evaluation of CWC needs.  In fact, there was no 

evaluation per se.  Instead, rather than employ any kind of an analysis to determine when 

revenues actually are received by Ameren among the various customer categories, Mr. Heintz 

admitted he has not actually measured how long it takes to collect revenues from Ameren 

customers.  Tr. at 181-182.   Instead he looks to a breakdown of the Companies’ recorded week-

end Accounts Receivable balances by customer class and assigns, without any supporting 

analysis, the following arbitrarily assumed revenue collection dates to each grouping of aged 

receivable balances: 
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Receivable 

Age>> 

 0 – 

30 

Days  

 31 - 60 

Days 

 61 – 

90 

Days  

 Over 90 

Days 

Residential 15 45 75 90 

Non-Residential 15 45 75 90 

AG/AARP Ex. 1.0 at 24
1
.  In short, neither Mr. Heintz nor Ameren actually measures how long 

it takes the Company to collect revenues from its customers.  Instead, they look to a breakdown 

of the Companies’ recorded week-end Accounts Receivable balances in broad aging groups by 

customer class and assign, without any supporting analysis, the above assumed revenue 

collection dates to each grouping of aged receivable balances.   Id.   

The Commission’s Order is silent on the issue of the reasonability of these mid-point 

assumptions, and offers no assessment of the evidence in this record, except to note that the 

methodology is the same or similar to CWC proposals in other Commission dockets.  But for 

purposes of this rehearing request, the People and AARP point out that, most importantly, the 

Order never addresses why the Commission believed it was important to incorporate grace 

period assumptions that are a part of every utility remittance practice into the ComEd WC 

revenue lag calculation (Docket  Nos. 10-0467 and 11-0721), but not recognize them in 

Ameren’s CWC calculation.  No party disputed that grace periods that are built into all utility 

remittance practices pursuant to Commission rule do not affect customer payment timelines.  

Ameren simply ignored their impact on remittance practices.  The fact is, under Part 280.90 of 

                                                           
1
 For example, every one of the thousands of residential customer accounts with balances ages that ranged from 0 to 

30 days old were arbitrarily assumed to be remitted precisely on day 15; while accounts ranging from 31 to 60 days 

old were assumed to be remitted precisely at the mid-point of this period, on day 45, and all residential customer 

accounts with balances 61 to 90 days old are assumed to be fully paid to AIC precisely on day 75, which is again the 

mathematical mid-point of the period.  For all customer account balances more than 90 days old, a statistically 

impossible average age of 90 days was assumed by Mr. Heintz in place of an alternative mid-point assumption. 

AG/AARP Ex. 1.0 at 24. 
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the Commission’s rules, residential service bill due dates cannot be less than 21 days after the 

delivery date on the bill.  83 Ill.Admin.Code Part 280.90.
2
  No late payments charges can be 

assessed until utility service becomes past due under these limitations.
3
  These due date grace 

periods that are specified in the Commission’s rules should be considered in formulation of the 

assumptions applied to aged receivables, if the flawed accounts receivable aging methodology is 

employed at all.  Since these grace period assumptions were found reasonable for ComEd, there 

is no reason to apply different assumptions in AIC’s lead lag study calculations.  A complete 

explanation as to how these grace period assumptions were considered and incorporated in the 

ComEd lead/lag study is attached to Mr. Brosch’s direct testimony as AG/AARP Ex. 1.10.   

The CWC impact of revising Ameren’s collection lag and overall revenue lag for the 

effects of billing grace periods (using ComEd’s insertion of grace periods methodology) is 

significant.  The collection lag component of the revenue lag changes from 30.67 days in AIC’s 

study to 22.04 days using the ComEd grace period assumptions.  This 8.63 reduction in 

collection lag days results in a revised overall revenue lag of 41.12 days, compared to Ameren’s 

proposed 49.75 day revenue lag.  The overall impact upon CWC included in rate base from an 

8.63 day reduction in the revenue lag is approximately $13.2 million less Cash Working Capital 

in rate base.
4
  The Commission’s final Order should likewise incorporate the effect of these 

required grace periods in the calculation of Ameren’s revenue lag. 

Moreover, the Order’s conclusion that adoption of Mr. Brosch’s recommendation that the 

Company perform a statistical sample of accounts receivables to better analyze customer 

remittances “could be biased toward certain customers and unduly penalize AIC, without any 

                                                           
2
  For non-residential service, the due date cannot be less than 14 days.  Id.   

3
  For governmental customers and school districts, this grace period is expanded to 45 days after the bill is 

rendered.  Id. 
4
  8.63 days / 365 days changes the CWC factor by .02364.  Applying this change to overall cash flows of 

$559.6 million in the lead lag study creates an impact of 13.2 million (.02364 * $559.6 million). 
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evidence that the additional cost would produce a better result for the Commission's 

consideration” is unexplained.   But as AG/AARP witness Brosch explained, there is no bias in 

studying the timing of actual customer payments to quantify the revenue lag.  A reasonable 

sample of customers’ remittances would not be biased toward customers that pay their bills on 

time, because the sample would also capture payments made “late” if properly designed and 

conducted.  There is also no “penalty” associated with customers having outstanding balances, as 

suggested by Ameren witness Heintz and the Proposed Order, because all accounts receivable 

are ultimately either paid by customers or become uncollectible, and utility rates are set based 

upon a revenue requirement inclusive of uncollectible expenses.  Full rate recovery of 

uncollectibles expense means that AIC’s paying customers end up providing cash funding to 

fully compensate for any unpaid balances of other customers.  AG/AARP Ex. 3.0 at 17-18. 

In its Order in ICC Docket No. 09-0306 (cons.), the Commission demonstrated a 

willingness to revisit an issue based on the record in front of it and what it termed its own 

“significant evolution” in understanding the issue of whether depreciation on embedded plant 

must be reflected in pro forma plant adjustments to rate base.  Despite previously ruling against 

intervenors’ position on this issue in several utility rate orders, the Commission reversed course 

and recognized that the intervenor position had been the correct one all along. (The Second 

District Appellate Court ultimately agreed when it reversed the Commission’s failure to 

recognize accumulated depreciation on embedded plant in ICC Docket No. 07-0566 (ComEd’s 

2007 rate case) in Commonwealth Edison Company v. Illinois Commerce Comm’n, 405 

Ill.App.3d 389, 937 N.E.2d 685 (Second Dist. 2010), Rehearing Denied, Nov. 16, 2010.) There, 

the Commission specifically recognized “the predominant weight of the evidence stands in 
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opposition to AIU‘s position on the issue.”  ICC Docket No 09-0306 (cons.) – Ameren Illinois 

Company, Proposed Increase in Rates, Order of April 29, 2010 at 30.   

 The evidence in this docket requires similar due diligence by the Commission to 

thoroughly assess the conclusions made by AG/AARP witness Brosch and other parties that the 

Company’s revenue collection lag methodology is significantly flawed – especially given the 

Company’s proposal to only study its CWC needs once every three years.  AG/AARP  urge the 

Commission to reconsider its conclusion on the Revenue Collection Lag element of its CWC 

conclusions and adopt Mr. Brosch’s recommendations to (1) ) insert the same grace period 

customer remittance assumptions that were previously adopted by ComEd and that were 

approved by the Commission in Docket No. 10-0467 and 11-0721; and (2) require the Company 

to conduct statistical samples of actual customer remittances, to determine the average number of 

days between collection date and the related prior billing dates.   

Accordingly, the Commission’s conclusion related to this issue is contrary to law, not supported 

by substantial evidence, arbitrary and capricious and beyond the jurisdiction of the Commission, contrary 

to Section 10-201(e)(iv)(A-D) of the Act.  In support of this point, the People incorporate by reference the 

arguments presented at pages 18-29 of the AG Initial Brief; pages 8-13 of the AG Reply Brief;  and pages 

4-11 of the AG Brief on Exceptions.   

B. Cash Working Capital – Income Tax Lead and Lag 

At pages 28 and 29, the Commission’s Order wrongly rejects the AG/AARP proposal to 

recognize in the tax payment lag calculation the fact that Ameren’s 2010 income taxes (both 

state and federal) are currently negative and more than 100% are actually non-cash, deferred 

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

working capital.  See AG/AARP Initial Brief at 25-29; AG/AARP Ex. 3.1, page 2, line 17.   In 
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doing so, the Order surmises that the Commission “has a long-standing practice of not 

considering current and deferred income taxes separately,” and that it “finds no evidence present 

in this docket to cause it to vary from this treatment.”  Order at 28-29.  The Order also 

recognizes that “a different result was adopted in the ComEd docket, Docket No. 11-0721; 

however, the Commission recognizes that ComEd and AIC calculate income taxes using 

different methodologies.”  Id. at 29.   These arguments, however, actually confuse the CWC 

income tax issue with Ameren’s actual income tax expense calculation.  The key point that is 

being ignored in the Order’s conclusion on this issue is that CWC is concerned with the timing 

of cash flows (not income tax expense determination methodologies), and there are no cash 

flows when income taxes are not payable.   In addition, the Order’s conclusion on this point is 

inconsistent with the Commission’s ruling in Docket No. 11-0721, ComEd’s formula rate case.  

For these reasons, the People and AARP seek rehearing. 

As noted by Mr. Brosch in his Rebuttal testimony, there is no dispute regarding how to 

calculate income taxes, the use of statutory tax rates or the treatment of permanent tax 

differences in the ratemaking income tax expense calculation.  The Order, which adopts Ameren 

witness Heintz’s arguments, confuses the calculation of income tax expense with the cash 

working capital treatment of cash flows associated with income taxes.  Cash working capital that 

is includable in rate base is focused upon the timing of cash flows through the utility, rather than 

how to quantify income tax expense for ratemaking purposes.  See AG/AARP Ex. 3.0 at 19-20. 

In Ameren’s case, it is undisputed that no income taxes have been payable for several 

years and the Company is in a large federal income tax carry-forward position that insures that 

no taxes will be payable in the near future.
5
 According to Ameren’s SEC Form 10-K for 2011, 

                                                           
5
  According to SEC Form 10-K at page 69, as of December 31, 2011, Ameren Corporation had 

approximately $390 million in federal income tax net operating loss carryforwards, of which $90 million is 
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“These carry-forwards are expected to satisfy income tax liabilities through the end of 2013 

(Ameren Missouri-2012, Ameren Illinois-2012, Genco-2013).”
6
   Income taxes that are not 

payable to the government are “deferred” income taxes which are non-cash expenses properly 

excluded from lead lag studies of cash working capital.    As noted in Mr. Brosch’s Direct 

testimony, unless utility income taxes are currently payable in cash to the governments, there can 

be no cash working capital impact associated with such taxes.  AG/AARP Ex. 1.0 at 33-36.   

In Docket No. 11-0721, the evidence showed that ComEd, too, has no currently payable 

income taxes due to large income tax deductions causing more than 100 percent of ratemaking 

income tax expense to be in the form of deferred income taxes.  In its Order in that docket, the 

Commission excluded deferred state and federal income taxes from the Company’s CWC 

calculation.  AG/AARP Ex. 3.0 at 21.   

Both Ameren and ComEd have negative current and positive deferred income tax 

expenses, but negative current income taxes are only cash transactions if a refund can be claimed 

by the taxpayer, which no party has asserted for either ComEd or Ameren.  Thus, when all of the 

income tax expenses being included in a revenue requirement take the form of deferred income 

taxes not currently payable to the government, there can be no CWC impact from such non-cash 

expenses.  AG/AARP Ex. 3.0 at 21-22.  During cross-examination, Ameren witness Heintz 

testified that he did not examine when Ameren last paid or will be paying state and federal taxes.  

Tr. at 180.  Mr. Brosch’s proposed adjustment simply recognizes that unless utility income taxes 

are currently payable in cash to the governments, there can be no CWC needs associated with 

such taxes.   AG/AARP Initial Brief at 31-32.  

                                                                                                                                                                                           
attributed to Ameren Illinois.  The SEC Form 10-K filings for 2010 at page 150 reveal comparable federal net 

operating loss carryforward amounts of $80 million and $17 million for the Ameren Corporation and AIC, 

respectively.  Ameren Corporation reported negative current federal income taxes in 2009 and for that year Ameren 

and Illinois Power had Illinois net operating loss carryforwards that will begin to expire in 2017. 
6
  Ameren Corporation SEC Form 10-K for 2011, page 69. 
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   In addition, the implication from the Order that the use of statutory tax rates and payment 

dates for CWC is necessary to maintain a consistent treatment of income tax expense for 

ratemaking purposes and avoid any differentiations between current and deferred income tax 

expense balances between rate filings is a hollow argument.  As Mr. Brosch noted, it is always 

necessary to isolate and exclude non-cash expenses such as depreciation expense, amortization 

expense and deferred income taxes when calculating cash working capital.  This is a routine 

practice that is widely accepted in Illinois and other states.  Only cash expenses belong in lead 

lag studies and deferred income taxes are not cash expenses.  The record is clear that Ameren 

does not expect to pay income taxes any time soon, given its utilization of bonus depreciation 

and tax accounting changes on recent filed returns, so Mr. Heintz’ speculation regarding any 

“swing” in current versus deferred income taxes is pure fiction.  

 Moreover, Ameren itself recognizes that deferred income taxes are non-cash expenses in 

its published financial statements.  In Ameren Corporation’s Consolidated Statement of Cash 

Flows, deferred income taxes are recognized as an adjustment to reconcile net income to net cash 

provided by operating activities, because deferred income tax expenses are recorded as expenses 

that do not require cash outflows.   This acknowledgement of depreciation and deferred income 

taxes as non-cash expenses is also shown in the Company’s filed Schedule D-7, page 17, line 4, 

where the Company’s non-cash expenses such as Deferred Income Taxes and 

Depreciation/Amortization are added back to Net Income in order to determine “FUNDS FROM 

OPERATIONS.”  AG/AARP Ex. 43.0 at 20-21.  

 For all of these reasons, only the “currently payable” income taxes that involve any cash 

outflows should be included in the lead lag study and in the revenue requirement.  In Ameren’s 

case, income taxes that are not payable to the government are “deferred” income taxes which are 
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non-cash expenses properly excluded from lead lag studies of cash working capital.  The 

recognition of negative currently payable income tax is best accomplished by setting the income 

tax payment lag values to zero as shown in AG/AARP Ex. 3.1, page 2, line 17.  Alternatively, 

Mr. Brosch recommended that the Commission could adopt the treatment applied in the 11-0721 

rate order, where ComEd’s income tax posture is comparable to Ameren’s, in which the negative 

amount of currently payable income taxes are reflected in both the expense lead calculation and 

as a reduction to revenues that are subjected to the revenue lag.  Id. at 22-23.  As noted above, 

the Commission should reconsider its conclusion in light of the fact that it is inconsistent with 

the Commission’s conclusion on this issue in the ComEd formula rate docket.  

 Accordingly, the Commission’s conclusion related to this issue is contrary to law, not supported 

by substantial evidence, arbitrary and capricious and beyond the jurisdiction of the Commission, contrary 

to Section 10-201(e)(iv)(A-D) of the Act.  In support of this point, the People incorporate by reference the 

arguments presented at pages 29-33 of the AG Initial Brief; pages 13-16 of the AG Reply Brief;  and 

pages 33-38 of the AG Brief on Exceptions.   

C. Account 190 Asset -- Step-up Basis Metro  

At page 69, the Commission’s Order, without explanation, adopts the Company’s 

position on the treatment of accumulated deferred income taxes on assets that were transferred 

from an affiliate to Ameren in 2005.   In their analysis of the issue, the Order simply states, after 

summarizing the evidence: 

 The Commission finds that AIC has properly accounted for 

these items, and as recommended by Staff, no adjustment is 

necessary in this proceeding.  The Commission therefore will 

reject the proposed adjustment of AG/AARP and CUB, and find 

that no further adjustment is necessary to the Account 190 asset. 

 

Order at 69. 
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This rationale of sorts does not address the fact that the Company’s proposed treatment 

results in a higher net rate base value for the transferred assets than the net rate base value in the 

hands of the affiliate prior to the transfer.  The Proposed Order’s failure to reduce Ameren’s rate 

base by the amount of these transferred ADITs violates a bedrock principle of cost based rate 

regulation and original cost principles:  affiliated utilities should not be able to increase the rate 

base value of assets by means of inter-company transfers.  Section 9-210 of the Act provides that 

the Commission shall base its evaluation of the value of utility plant based on its original cost 

value when setting rates.   220 ILCS 5/9-210.  (“For purposes of establishing the value of public 

utility property, when determining rates or charges, or for any other reason, the Commission may 

base its determination on the original cost of such property.”)     

The record evidence supports adoption of AG/AARP witness Effron’s proposed removal 

from rate base of the balance of ADIT related to Account 190’s “tax depreciation step-up basis 

Metro.”  This ADIT balance represents deferred taxes on certain tax depreciable assets that were 

transferred in 2005 by Union Electric to CIPS, according to the Company.  AG/AARP Ex. 2.0 at 

6.  The following points are undisputed: 

 Prior to the transfer of the assets from Union Electric to AIC there was a balance of 

ADIT. 

 Thus, when Union Electric held the assets, the net rate base value of those assets was the 

gross plant less accumulated depreciation less ADIT. 

 However, under the Proposed Order’s treatment (including the account 190 ADIT asset 

in rate base), the net rate base value of the assets, in effect, does not include any reduction 

to rate base for the ADIT that existed at the time of the transfer.   
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AG/AARP witness Effron testified that the transfer of the assets from UE to CIPS at book value 

did not result in any payment of taxes at the time of the transfer, and this transfer of property 

from one regulated utility to another should not result in any increase to the net value of those 

assets included in the Company’s rate base.  For ratemaking purposes, the ADIT associated with 

the assets at the time of the transfer should follow the assets, without any offset.  AG/AARP Ex. 

2.0 at 6-7.  The Order recognizes this fact, noting “In confirmation, AIC notes that Staff witness 

Hathhorn testified that during the original transfer case the credit entry to Account 190 of 

$17,664,689 was offset by a debit entry to Account 282 of $17,664,689.”  Order at 69.  What is 

clear is that subsequent to the transfer, the net rate base value of the assets was inappropriately 

higher in the hands of AIC than it had been in the hands of Union Electric.
7
   

 As Mr. Effron explained, there were related ADIT on the books of Union Electric at the 

time of the sale, as Mr. Stafford acknowledges.  Ameren Ex. 13.0 at 26.  That ADIT balance 

should follow the assets, without any entry to Account 190 to offset the credit balance of ADIT.  

Otherwise, the net rate base value of the assets would be higher in the hands of CIPS than the net 

rate base value of the assets in the hands of the affiliate from whom the assets were purchased, 

which would clearly be inappropriate.  Elimination of the state and federal deferred ADIT on 

“tax depreciation step-up basis Metro” reduces the Company’s jurisdictional rate base by 

$7,057,000 (Schedule DJE-1.1). 

In addition, it was established during cross-examination that the offsetting entries at the 

time that the deferred tax assets were established were to income, rather than rate base.  Tr. at 

                                                           
7
  The transfer took place at the book value of the assets, which at the time of the transfer was higher than the 

tax basis.  Because the transfer of the assets was between affiliated members of a consolidated tax return, there was 

no gain for tax purposes at the time of the transfer.  However, CIPS “stepped up” the tax basis of the assets to their 

book value at the time of the transfer.  With the book basis equal to the tax basis, there would be no net deferred 

taxes, and CIPS recorded a deferred tax asset that offset the related accumulated deferred taxes at the time of the 

asset transfer.  AG/AARP Ex. 2.0 at 6. 
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230-235; See also AG Cross Ex. 1.   In other words, the Company booked income at the time of 

the transfer and is now seeking to have ratepayers pay a return on the asset that was recorded in 

association with that income.  The deferred tax debit balance is, in effect, the other side of a gain 

booked at the time of the asset transfer.  Ameren should not have booked a gain on the transfer of 

assets between affiliates, and customers should certainly not be required to pay a return on an 

asset that was recorded in association with that gain.  Both the record evidence and Illinois law 

support Commission adoption of Mr. Effron’s well-supported adjustment.     

 Accordingly, the Commission’s conclusion related to this issue is contrary to law, not supported 

by substantial evidence, arbitrary and capricious and beyond the jurisdiction of the Commission, contrary 

to Section 10-201(e)(iv)(A-D) of the Act.  In support of this point, the People incorporate by reference the 

arguments presented at pages 47-48 of the AG Initial Brief; pages 27-28 of the AG Reply Brief;  and 

pages 18-21 of the AG Brief on Exceptions.   

II. CONCLUSION 

 WHEREFORE, the People of the State of Illinois respectfully request that the 

Commission enter an order consistent with the recommendations made in this Application for 

Rehearing.  

 

 

Respectfully submitted, 

PEOPLE OF THE STATE OF ILLINOIS   

By Lisa Madigan, Attorney General 
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