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PROPOSED ORDER 

 
By the Commission: 
 
I. INTRODUCTION 
 
 On April 20, 2012, Ameren Illinois Company d/b/a Ameren Illinois ("AIC") filed 
with the Illinois Commerce Commission (“Commission”) a verified petition under Section 
16-108.5(d) of the Public Utilities Act ("Act"), 220 ILCS 5/1-101 et seq., requesting 
approval of the first update to its Modernization Action Plan-Pricing tariff ("Rate MAP-
P").  AIC's Rate MAP-P and corresponding changes to other tariffs were approved in 
Docket No. 12-0001 on September 19, 2012.  The pending filing sets forth AIC's 
updated cost inputs to Rate MAP-P based on AIC's 2011 Federal Energy Regulatory 
Commission ("FERC") Form 1. 
 
 AIC posted a notice of the filing of the proposed rate changes in its Peoria 
business office and published a notice twice in newspapers of general circulation within 
each of its rate zones, in accordance with the requirements of Section 9-201(a) of the 
Act, and the provisions of 83 Ill. Adm. Code 255, “Notice Requirements for Change in 
Rates for Cooling, Electric, Gas, Heating, Telecommunications, Sewer or Water 
Services.” 
 
 On May 23, 2012, the Administrative Law Judges sent AIC a list of deficiencies in 
its filing in accordance with 83 Ill. Adm. Code 285, "Standard Information Requirements 
for Public Utilities and Telecommunications Carriers in Filing for an Increase in Rates" 
("Part 285").  AIC responded to the deficiency letter on June 20, 2012. 
 
 Petitions seeking leave to intervene were filed by the Citizens Utility Board 
(“CUB”) and AARP.  Both petitions to intervene were granted.  The Office of the 
Attorney General entered an appearance on behalf of the People of State of Illinois.  
Commission Staff ("Staff") participated as well. 
 
 Pursuant to due notice, status hearings were held in this matter before duly 
authorized Administrative Law Judges of the Commission at its offices in Springfield, 
Illinois on May 16 and September 10, 2012.  Thereafter, evidentiary hearings were held 
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September 12, 13, and 14, 2012.  Appearances were entered by counsel on behalf of 
AIC, Staff, the AG, CUB, and AARP. 
 
 At the evidentiary hearings, AIC called 14 witnesses to testify.  The 14 witnesses 
include (1) Michael Getz, AIC's Controller, (2) David Heintz, a Vice President of the 
consulting firm Concentric Energy Advisors, Inc. ("Concentric"), (3) Leonard Jones, 
AIC's Manager of Rates and Analysis, (4) Geralynn Lord, the Director of Identity and 
Customer Education for Ameren Services Company ("AMS")1

 

, (5) Ryan Martin, 
Assistant Treasurer and Manager of Corporate Finance for AMS and Assistant 
Treasurer for AIC, (6) Robert Mill, AIC's Director of Regulatory Policy and Rates, (7) 
Craig Nelson, AIC's Senior Vice President of Regulatory Affairs and Financial Services, 
(8) Stan Ogden, AIC's Vice President of Customer Service and Metering Operations, (9) 
Kathleen Pagel, a Supervisor of Communications within AIC, (10) Ronald Pate, AIC's 
Vice President of Operations and Technical Services, (11) Ryan Schonhoff, a 
Regulatory Consultant within AIC, (12) Ronald Stafford, AIC's Manager of Regulatory 
Accounting, (13) Scott Verbest, Executive Compensation Lead for AMS, and (14) 
James Warren, a tax attorney with the law firm of Miller & Chevalier Chartered. 

 Six witnesses testified on behalf of Staff.  The Staff witnesses include (1) Karen 
Change, (2) Mary Everson, (3) Dianna HathhornTheresa Ebrey, and (4) Daniel Kahle, 
Accountants in the Accounting Department of the Financial Analysis Division of the 
Commission’s Bureau of Public Utilities, (5) Rochelle Phipps, Senior Financial Analysts 
in the Finance Department of the Financial Analysis Division, and (6) William Johnson, 
an Economic Analyst in the Rate Department of the Financial Analysis Division. 
 
 CUB offered Ralph Smith, a certified public accountant and senior regulatory 
utility consultant with the consulting firm Larkin & Associates, PLLC.  Michael Brosch, a 
principal with Utilitech, Inc., a consulting firm engaged primarily in utility rate and 
regulation work, and David Effron, a consultant specializing in utility regulation, testified 
on behalf of the AG and AARP.   
 
 AIC, Staff, and CUB each filed an Initial Brief and Reply Brief.  The AG and 
AARP jointly filed an Initial Brief and Reply Brief.  A Proposed Order was served on the 
parties.  AIC and Staff each filed a Brief on Exceptions.  The AG and AARP jointly filed 
a Brief on Exceptions.  The short statutory deadline did not permit time for filing Briefs in 
Reply to Exceptions.  The Briefs on Exceptions have been considered in the preparation 
of this Order. 
 
II. NATURE OF AIC’S OPERATIONS 
 
 Ameren Corporation ("Ameren") formed in 1997 with the merger of Union Electric 
Company and Central Illinois Public Service Company ("CIPS").  Thereafter, Ameren 
acquired Central Illinois Light Company ("CILCO") in 2002 and Illinois Power Company 
("IP") in 2004.  The service area of AIC covers roughly the lower two-thirds of Illinois.  
                                            
1 AMS is the service company subsidiary of Ameren Corporation and provides various services to its 
affiliates, including AIC. 
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AIC currently serves approximately 1.2 million electric customers and 840,000 natural 
gas customers.  All of AIC's operations are within Illinois, although an affiliate of AIC 
(Ameren Missouri Company ("AMC") f/k/a Union Electric Company d/b/a AmerenUE 
("UE")) provides utility service in Missouri.  At one time, AMC's predecessor company 
served the St. Louis Metro East area in Illinois.  That area was later subsumed within 
the service area of AmerenCIPS.  Other affiliates of AIC provide unregulated services.  
Effective October 1, 2010, AmerenCILCO and AmerenIP merged with and into 
AmerenCIPS, resulting in AmerenCIPS being the sole surviving legal entity.  
Simultaneously, AmerenCIPS' name was changed to Ameren Illinois Company d/b/a 
Ameren Illinois.  AIC identifies the former service areas of AmerenCIPS, AmerenCILCO, 
and AmerenIP as Rate Zone 1, Rate Zone 2, and Rate Zone 3, respectively. 
 
III. OVERVIEW OF 16-108.5 RATE PROCESS 
 
 The revisions to the Act made by Public Acts 97-0616 and 97-0646 provide that 
an electric utility that commits to undertake an infrastructure investment program 
pursuant to Section 16-108.5(b) may elect to recover its delivery services costs through 
a performance based rate approved by the Commission.  The performance based rate 
tariff (for AIC, Rate MAP-P) sets forth a formula for calculating a delivery service 
revenue requirement that will be used to set delivery service charges for retail electric 
customers.  The formula includes the specific cost components that form the basis of 
the rates charged to the utility's delivery service customer classes.  The performance 
based rate provides for recovery of a utility's actual, prudently incurred and reasonable 
costs of electric delivery services, except for those costs that the utility continues to 
recover through automatic adjustment clause tariffs. The performance based rate also 
reflects the utility's actual capital structure for the applicable year (excluding goodwill) 
and includes a cost of equity, the calculation of which is addressed in Section 16-108.5.  
The performance based rate is intended to operate in a standardized and transparent 
manner and be updated annually to reflect (i) historical data from the most recently filed 
FERC Form 1, plus projected plant additions and correspondingly updated depreciation 
reserve and depreciation expense for the year of filing, (ii) a reconciliation of the 
revenue requirement reflected in rates for each year, with what the revenue requirement 
would have been had the actual cost information for the year been available at the filing 
date, and (iii) any adjustments, including adjustments to reflect an earned rate of return 
on common equity outside the statutory range, required by Section 16-108.5(c). The 
rates established under this framework are "performance-based" because the ability to 
use this rate mechanism is dependent on the utility achieving certain metrics and 
performance goals for the periods they are in effect.  AIC's most recently filed FERC 
Form 1 data from 2011 provides the basis for the pending formula update for Rate 
MAP-P.  The pending updated rates under Rate MAP-P will go into effect January 1, 
2013.  As a distributor of electricity and natural gas, AIC is a "combination utility" under 
the revisions to the Act.  As such, pursuant to Section 16-108.5(b)(2) of the Act, AIC is 
to invest $625,000,000 over a ten-year period in electric system upgrades, 
modernization projects, training facilities, and other smart grid upgrades. 
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IV. AIC'S PROPOSED REVENUE REQUIREMENT 
 
 In Docket No. 12-0001, the Commission approved a revenue requirement of 
$810,617,000.  Upon factoring in the $832,549,000 revenue requirement that AIC seeks 
in this docket, AIC's proposed update to its formula rate delivery service revenue 
requirement results in an overall increase of $21,932,000 from the electric revenue 
requirement ordered by the Commission in Docket No. 12-0001.  AIC's calculations use 
a rate of return of 8.86%. 
 
V. RATE BASE 
 

A. Uncontested or Resolved Issues 
 

1. Gross Plant In Service 
 

AIC notes it has included $5,116,801,000 total plant in service after projected 
plant additions in rate base.  It appears that this amount is not contested.  The 
Commission will adopt this amount for gross plant in service for this proceeding as 
reasonable. 
 

2. Accumulated Depreciation 
 

AIC has proposed an adjustment to accumulated depreciation which, after 
projected plant additions, reduces rate base by $2,416,999,000.  It appears from the 
evidence that this amount is not contested; therefore the Commission will adopt this 
adjustment for the purposes of this proceeding. 
 

3. Cash Working Capital 
 

a. Employee Benefits Expense Lead Days 
 

In direct testimony, Staff proposed using 15.97 expense lead days for employee 
benefits in the lead/lag study.  AG/AARP witness Brosch made the same proposal.  AIC 
indicates that it has accepted this proposal, and no other party has contested this issue.  
The Commission finds the proposed employee benefits expense lead days to be 
reasonable, and it will be adopted for purposes of this proceeding. 
 

b. Base Payroll and Withholdings Lead Days 
 

It appears from direct testimony that Staff proposed using 13.12 expense lead 
days for base payroll and withholdings in the lead/lag study, while AIC proposed using 
11.84 expense lead days, which it suggested is based on 2011 data.  Staff later agreed 
to the use of AIC’s suggested lead days for this issue.  It appears to the Commission 
that no other party to this proceeding contested this issue.  The Commission finds AIC’s 
proposal on this issue to be reasonable, and it will be accepted for the purposes of this 
proceeding. 
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4. Materials and Supplies 

 
In direct testimony, Staff proposed using a 13-month average balance for the 

amount of Materials and Supplies included in AIC's rate base for ratemaking purposes, 
which was accepted by AIC.  As no other party contested this issue, the Commission 
finds Staff’s proposal to be reasonable, and it will be adopted for use in this proceeding.   
 

5. Accumulated Deferred Income Taxes – Investment Tax Credits 
 

Consistent with its conclusion in AIC Docket No. 12-0001, Staff proposes that the 
Commission adopt Staff’s recommendation for treatment of the deferred tax asset 
associated with the unamortized investment tax credit (“ITC”).  Staff proposes an 
adjustment to remove the deferred tax asset associated with the ITC from the balance 
of accumulated deferred income taxes (“ADIT”) that reduces rate base.  Staff suggests 
that the deferred tax asset arises from the deferred credit balance of ITC that represents 
realized tax savings that have not yet been reflected in AIC’s income statement.  Since 
the deferred credit balance of ITC is not deducted from AIC’s rate base, Staff asserts 
that the directly related deferred tax debit balance should also not be included in rate 
base as a reduction to the ADIT balance.  Both AG/AARP and CUB support this same 
adjustment.  AIC has since indicated that it is no longer contesting this issue. 
 
 The Commission notes that this issue no longer appears to be contested 
following the Commission’s decision in Docket No. 12-0001, and finds that the proposed 
treatment of this issue is consistent with the Commission’s decision in that docket.  The 
Commission will therefore find that the proposed treatment of ADIT-ITC’s is reasonable, 
and it will be adopted for the purposes of this proceeding. 
 

6. Construction Work in Progress Not Subject to Allowance for 
Funds Used During Construction 

 
Consistent with its conclusion in Docket No. 12-0001, Staff recommends the 

Commission adopt Staff’s recommendation to reduce construction work in progress 
(“CWIP”) by the amount of accounts payable outstanding at December 31, 2011.  
(Docket No. 12-0001, September 19, 2012 Order at 72-73)  Staff further recommends 
that since there is one project remaining in CWIP at year-end that was funded by the 
vendors rather than the shareholders the CWIP balance for that project should be 
reduced by the commensurate amount of vendor-financing or accounts payable. Staff 
notes the rates to be established in this case are based on year-end balances and at 
December 31, 2011, $37,000 of the CWIP amount was financed by AIC’s vendors, not 
its shareholders, therefore the Commission should adopt Staff’s adjustment to reduce 
CWIP by $37,000.   

 
On rebuttal, AIC adjusted its non-Allowance for Funds Used During Construction 

("AFUDC") CWIP balances to remove two projects that were also included in 2012 
projected plant additions.  Staff and AG/AARP, however, propose an adjustment to 
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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 ten days of year-end 2011, almost two 
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. 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. 

 
The Commission finds that this issue is uncontested, and the proposal by Staff is 

reasonable, therefore it will be adopted for the purposes of this proceeding. 
 

C. Contested Issues 
 

1. Accrued Vacation Pay 
 

a. AIC Position 
 

AIC notes that Staff witness Ebrey proposes an adjustment to include the liability 
for accrued vacation pay to the operating reserves that are deducted from rate base, 
claiming 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.”  Staff states that in Docket No. 12-0001, the Commission found “no 
discernible difference between this proceeding and Docket No. 11-0721 that would 
properly result in disparate rate making treatment of the same item between the two 
dockets,” and on that basis adopted the adjustment. (Docket No. 12-0001, September 
19, 2012 Order at 59)   

 
AIC notes that it continues to object to treating the accrued liability for vacation 

pay as an operating reserve, because it is not an operating reserve.  AIC states that the 
accrued liability has no cash associated with it; it is merely an accounting convention 
required under Statement of Financial Accounting Standards Number 43 to recognize 
the value of vacation earned but not yet taken.  AIC suggests that the record in this 
proceeding also presents additional data in support of AIC’s position. AIC claims that 
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, 
AIC suggests that accrued vacation is not a source of non-investor supplied capital 
available to finance Rate Base investment.  AIC suggests that 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.  AIC states that 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, while the third column presents the 12-month 
period that the vacation accruals included in payroll costs were included in rates. 
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As AIC witness 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. AIC 
argues that 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, AIC states the date of 
new rates is listed as October 2012, however, in the pending docket, AIC notes 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. 

 
AIC claims that this Table clearly illustrates, by the time AIC collected its first 

dime of cost recovery from ratepayers for accrued vacation; it 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 
 

AIC states that 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 Intervenors’ adjustment should be rejected. 

 
While Staff and Intervenors urge the Commission in Initial Briefs to adopt the 

same adjustment proposed here to maintain consistency in formula rate filings, AIC 
argues that the record in this proceeding demonstrates that the premise for the 
adjustment is fundamentally flawed.  To adopt the same adjustment for the sake of 
consistency, when the manifest weight of evidence in this proceeding demonstrates the 
adjustment is improper, would not be appropriate.  Therefore, AIC contends that Staff, 
AG/AARP and CUB’s rate base deduction should be rejected. 
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b. Staff Position 
 

Consistent with the conclusion in Docket No. 12-0001, Staff recommends that the 
Commission approve Staff’s recommendation to reflect accrued vacation pay reserve as 
a reduction to rate base.  (September 19, 2012 Order at 58-59)  Staff recommends that 
the liability for accrued vacation pay should be deducted from rate base since the 
accrual is funded by ratepayers and the ADIT associated with the vacation accrual is 
included in the rate base.  Staff notes that the Commission adopted a similar adjustment 
in the initial Commonwealth Edison Company ("ComEd") formula rate proceeding to 
reduce rate base by the amount of accrued vacation pay not already reflected in its 
cash working capital ("CWC") adjustment. (Docket No. 11-0721, May 29, 2012 Order at 
69-70)  Likewise, Staff notes that the Commission’s Order in the initial AIC formula rate 
case made the same finding, stating that there is no discernible difference in the facts 
between this case and Docket No. 11-0721 that would warrant a different regulatory 
treatment. (Docket No. 12-0001, September 19, 2012 Order at 58-59)  Staff suggests 
that since no additional or different evidence that would warrant a different regulatory 
treatment has been presented in this case, the Commission should reach the same 
conclusion in this proceeding. 
 
 Staff notes that vacation is usually not paid until a year or more after it is earned, 
and it is this lag between the accruals and the cash payments that creates a constant 
non-investor source of funds which should be deducted from rate base similar to other 
operating reserves.  As shown on AIC’s responses to Staff data request (“DR”) TEE 
2.08 Attach (Attachment A) and the AG's DR AG 1.03 (Attachment B), there is a 
constant balance of funds held in reserve.  While the total balance may go up or down 
over time, Staff states that the reserve is never completely depleted. 
 
 Although AIC witness Stafford claims that the vacation reserve is completely 
depleted each year and is replaced with entirely new accruals, Staff claims that AIC's 
response to DR AG 1.03 (Staff Ex 1.0, Attachment B) shows that an increasing balance 
is reflected as accrued vacation pay on AIC’s books each month during 2011.  Likewise, 
Staff suggests that AIC response to Staff DR TEE 2.08 Attach (Staff Ex. 1.0, 
Attachment A) shows that the balance of accrued vacation pay for each year presented 
remains fairly consistent. 
 
 Staff avers that Mr. Stafford provides a misleading and overly simplistic view of 
how ratemaking functions.  Staff notes that according to Mr. Stafford’s table, for any 
year that was not the basis for the test year revenue requirement, the vacation paid in 
that year is never recovered from ratepayers; however Staff suggests that this is simply 
incorrect.  To the extent that accrued vacation pay has been recorded to payroll 
expense and is not removed through a ratemaking adjustment, Staff submits that that 
vacation pay is funded by ratepayers.  Upon cross-examination, Staff notes that Mr. 
Stafford admitted that the entry recorded by AIC to accrue vacation pay is a credit to the 
liability account and a debit to payroll expense (or capitalized payroll)., and that AIC did 
not make an adjustment to remove that accrual from payroll expense included in the 
formula rate schedule on Formula Rate Sch. FR C-1 Line 1.  While Mr. Stafford makes 
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a point of explaining that the liability for accrued vacation at any point in time is made up 
of vacation earned for different calendar years, Staff believes that this explanation does 
nothing to discount the fact that an almost constant amount for accrued vacation pay 
exists on AIC’s books at any point in time. 
 
 Staff complains that AIC’s arguments presented in its Initial Brief concerning 
accrued vacation pay persist in clouding the relevant facts in this case, with AIC 
claiming that there is no cash associated with the accrued liability and that it is simply 
an accounting convention required to recognize the vacation time earned but not taken.  
Staff opines that AIC’s argument ignores the fact that the accrued vacation is recorded 
as a payroll expense and is included in the revenue requirement operating statement on 
which rates are set.  As such, Staff notes that the ratepayers are funding the accrued 
vacation liability prior to the time the vacation is actually paid in cash; therefore the 
shareholders have use of those funds for potentially a year or more.  Since AIC did not 
make a ratemaking adjustment to remove the accrued vacation from payroll expense, 
Staff suggests that AIC admitted that ratepayers have funded the accrual.  Since the 
only additional argument provided by AIC in this case simply serves to support Staff and 
the Intervenors’ positions, the Commission should not stray from its decision in Docket 
No. 12-0001 on this issue in the instant case. 
 
 For the foregoing reasons, Staff recommends that the Commission adopt Staff’s 
recommendation that the liability for accrued vacation pay be deducted from rate base. 
 

c. AG/AARP Position 
 
 AG/AARP note that vacation pay is accrued and expensed by AIC in the year 
prior to the employee receiving payment, therefore there is an approximate one-year lag 
between the accrual of vacation pay expense and the actual cash disbursement in 
payment of the liability for vacation pay. 
 
 While AIC excluded this vacation accrual from its calculation of its CWC 
requirement, AG/AARP note that vacation pay is not distinguished from other elements 
of payroll expense and is implicitly included in the calculation of CWC as part of total 
payroll expense, which carries a lag in payment, according to AIC of 11.39 days.  
AG/AARP state that this lag does not capture the much longer lag in payment of 
vacation pay.  AG/AARP witness Effron testifies that although the vacation pay expense 
is included in the total payroll expense reflected in the CWC study, the longer lag in 
payment for this item has not been taken into account.  As such, AG/AARP contend that 
the accrued liability for this item should be treated as an operating reserve, an expense 
that has been accrued but not been paid, and deducted from rate base.  AG/AARP note 
that Staff witness Ebrey and CUB witness Smith concurred on this point. 
 
 AG/AARP submit that the Commission has concluded in both the ComEd 
(Docket No. 11-0721) and AIC (Docket No. 12-0001) formula rate orders that this 
vacation pay amount should be treated as an operating reserve and deducted from rate 
base. (See Docket No. 11-0721, May 29, 2012 Order at 69-70 and Docket No. 12-0001, 
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September 19, 2012 Order at 58-59)  In its adoption of the AG/AARP rate base 
deduction recommendation, the Commission stated: 
 

The Commission finds that the proposed adjustment of AG/AARP, as 
endorsed by Staff, results in the proper ratemaking treatment of this item.  
It appears to the Commission that there is no discernible difference 
between this proceeding and Docket No. 11-0721 that would properly 
result in disparate rate making treatment of the same item between the 
two dockets.  The Commission therefore adopts AG/AARP's proposed 
adjustment that results in a total deduction to rate base of $11,706,000. 
(Docket No. 12-0001, September 19, 2012 Order at 58-59) 

 
 AG/AARP contend that the facts in the instant case that support adoption of the 
AG/AARP adjustment have not changed.  As noted in the testimony of Staff witness 
Ebrey, vacation pay accrues throughout the year and is routinely paid out in the 
following year.  AG/AARP submit that the lag between the accruals and the cash 
payments creates a constant non-investor source of funds which should be deducted 
from rate base similar to other operating reserves.  As noted by Ms. Ebrey, while the 
total balance may go up or down over time, the reserve is never completely depleted. 
 
 Although AIC argues that because the accrued vacation pay is “due and payable 
within one year” it is therefore not a source of non-investor supplied capital available to 
finance rate base investment, AG/AARP note that during cross examination, Mr. 
Stafford likewise insisted that in fact the accrual for vacation pay is paid off each year. 
However, AG/AARP state that the fact that the accrued vacation is payable within one 
year has nothing to do with whether it is a source of non-investor supplied capital noting 
that as the vacation accrual from the prior year is paid off, it is replaced with accruals for 
vacation pay in the current year.  In effect, AG/AARP submit that the accrued vacation 
pay becomes a continuing, permanent balance. 
  
 AIC witness Stafford further purports to show that vacation pay is not a source of 
non-investor supplied capital because it has not been fully recovered in rates in prior 
cases.  AG/AARP suggest this argument is illusory however, suggesting that, for 
instance, AIC’s 2005 rates reflected the vacation pay that was accrued in whatever test 
year used to establish the rates in effect in 2005, despite the fact that there was not a 
rate case in 2005.  AG/AARP contend that Mr. Stafford never established that the 
vacation accrual in 2005 was materially different from the vacation accrual in the 
applicable test year.  As AG/AARP witness Effron notes, just because a given year was 
not a test year in a rate case does not mean that the expense incurred in that year were 
not recovered from ratepayers, as AIC suggests.  Further, AG/AARP note that the 
accrual from the 2004 test year was recovered in rates and continued to be recovered in 
rates for as long as the rates based on the 2004 test year were in effect.  AG/AARP 
assert that AIC has provided no evidence that the accrual in the 2004 test year was not 
a reasonable representation of the prospective vacation accruals going forward, as is 
the case for any other test year expense. 
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 AG/AARP state that the average reserve for accrued vacation over the course of 
2011 was $12,888,000., with the jurisdictional amount of this balance being 
$11,994,000.  Of this amount, AG/AARP suggest that $374,000 was implicitly 
recognized in the CWC allowance, while the difference, $11,620,000, should be treated 
as an operating reserve and deducted from rate base.  In addition, AG/AARP contend 
that the related deferred tax debit balance included in rate base should be modified so 
that it is consistent with the balance that is deducted from rate base.  Based on the 
combined income tax rate of 41.175%, AG/AARP state that the deferred tax debit 
balance related to the 2010 accrued vacation pay is $4,939,000, which is $996,000 less 
than the year-end deferred tax debit balance of $5,935,000 reflected on AIC Ex. 1.2, 
WP 4.  AG/AARP recommend that the deferred tax debit balance related to accrued 
vacation should be decreased by $996,000, which increases the rate base adjustment 
related to accrued vacation to $12,617,000. 
 
 AG/AARP submit that the evidence shows that AIC maintains a continuous 
accrual of non-investor supplied funds for vacation pay which should be deducted from 
rate base similar to other operating reserves.  In addition, there simply is no evidence as 
to why the Commission should deviate from its two most recent rulings on this issue, 
including its September 19, 2012 AIC formula rate order.  The Commission should 
adopt the AG/AARP adjustment, which reduces the AIC rate base by $12,617,000. 
 

d. CUB Position 
 
 CUB notes that though AIC included in rate base ADIT on Vacation Pay, it did 
not take the liability balance for Accrued Vacation Pay into account in determining rate 
base.  CUB asserts that the accrued liability for vacation pay should be deducted from 
rate base, consistent with the Commission’s decisions in Docket Nos. 11-0721 and 12-
0001. 
 
 CUB notes that initially, AIC did not account for the vacation pay accrual in any 
way.  CUB witness Smith testified that, though one way of addressing the lag in 
payment of vacation pay could be to reflect a very long lag in the lead-lag study, the 
more appropriate method of adjusting AIC’s rate base to account for accrued vacation 
liability is to treat the balance as a direct offset to rate base.  On rebuttal, AIC amended 
its lead-lag study to reflect vacation accrual; however CUB complains that this 
adjustment is not adequate.  CUB states that rather than deducting the accrued 
vacation balance from rate base, as Mr. Smith recommended, AIC made an adjustment 
to the payroll expense lead. 
 
 CUB suggests that the basic matching principal requires that if the related ADIT 
debit balances are included in rate base, then the accrued liabilities giving rise to those 
deferred balances should be included in the operating reserves deducted from rate 
base.  CUB notes that the Commission addressed this same issue in Docket Nos. 12-
0001 and 11-0721.  In Docket No. 11-0721 Order, the Commission stated, “While 
ComEd argues that any accrued vacation pay is short-term in nature, Staff, the 
AG/AARP, CUB/City all point out that the balance on this item remains constant from 
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one year to the next, due to the fact that, as ComEd’s employees use vacation pay, they 
accrue more vacation pay.” (Docket No. 11-0721, May 29, 2012 Order at 69-70.) CUB 
notes the Commission ultimately concluded in Docket No. 11-0721 that the accrued 
vacation is a source of funds (i.e., a source of capital) for the utility and should be 
reflected as a reduction to rate base.  CUB states that in Docket No. 12-0001, the 
Commission stated that there was no discernible difference between Dockets Nos. 12-
0001 and 11-0721 that should result in disparate rate making treatment of the same 
item between the two dockets.  CUB opines that the same circumstances exist in this 
docket; therefore the Commission should remain consistent with its previous orders and 
deduct $11.982 million from rate base. 
 
 CUB notes that AIC purports to illustrate in a table on page 7 of its Initial Brief, 
that accrued vacation is not “non-investor supplied funds” because the costs are not 
included in rates until after they are paid; however, CUB argues that the point in time at 
which a particular cost is recovered from ratepayers does not impact whether it should 
be deducted from rate base, or whether it is in fact a source of non-investor supplied 
funds.  CUB notes that at every month-end of 2011 AIC had a balance of accrued 
vacation pay liability, which indicates that the accrued vacation pay liability is a source 
of non-investor supplied funds that is continually replenished.  CUB argues that the 
average 2011 balance of accrued vacation pay liability should therefore be deducted 
from rate base, net of related ADIT.  CUB complains that AIC’s table also ignores the 
ADIT impact of this accrued liability; it is improper and a mis-match to include an 
addition to rate base for the debit-balance ADIT, without making the corresponding rate 
base deduction for the accrued vacation liability to which that ADIT relates.  CUB 
suggests that AIC’s proposal ignores the basic matching principal, and is contrary to 
previous Commission decisions.  CUB urges the Commission to ignore AIC’s attempts 
to relitigate this issue and reject its claim that the accrued vacation pay does not 
represent a source of utility funds that should be deducted from rate base. 
 

e. Commission Conclusion 
 
 The Commission notes that it has concluded in both the ComEd (Docket No. 11-
0721) and AIC (Docket No. 12-0001) formula rate orders that this vacation pay amount 
should be treated as an operating reserve and deducted from rate base. (See Docket 
No. 11-0721, May 29, 2012 Order at 69-70 and Docket No. 12-0001, September 19, 
2012 Order at 58-59)  In its adoption of the AG/AARP rate base deduction 
recommendation in Docket No. 12-0001, the Commission previously stated: 
 

The Commission finds that the proposed adjustment of AG/AARP, as 
endorsed by Staff, results in the proper ratemaking treatment of this item.  
It appears to the Commission that there is no discernible difference 
between this proceeding and Docket No. 11-0721 that would properly 
result in disparate rate making treatment of the same item between the 
two dockets.  The Commission therefore adopts AG/AARP's proposed 
adjustment that results in a total deduction to rate base of $11,706,000. 
(September 19, 2012 Order at 58-59) 
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 It appears to the Commission that the facts in the instant case have not changed.  
As noted in the testimony of Staff witness Ebrey, vacation pay accrues throughout the 
year and is routinely paid out in the following year.  It appears to the Commission, as 
argued by Staff, that the lag between the accruals and the cash payments creates a 
constant non-investor source of funds which should be deducted from rate base similar 
to other operating reserves.  The Commission believes that Staff Ex. 1.0, Attachments A 
and B provide visual evidence of this constant balance of ratepayer-supplied funds held 
in reserve.  As noted by Ms. Ebrey, while the total balance may go up or down over 
time, it does not appear that the reserve is ever completely depleted.  
 
 The Commission recognizes AIC’s position that because the accrued vacation 
pay is “due and payable within one year,” it is not a source of non-investor supplied 
capital available to finance rate base investment.  It appears to the Commission, 
however, that the fact that the accrued vacation is payable within one year has nothing 
to do with whether it is a source of non-investor supplied capital.  In fact, the 
Commission notes that as the vacation accrual from the prior year is paid off, it is 
replaced with accruals for vacation pay in the current year.  Further, as noted by 
AG/AARP witness Effron, the fact that the accrued vacation is payable within one year 
has nothing to do with whether it is a source of non-investor supplied capital.  In fact, 
the Commission believes the record evidence shows that as the vacation accrual from 
the prior year is paid off, it is replaced with accruals for vacation pay in the current year.  
In effect, the accrued vacation pay becomes a continuing, permanent balance.  The 
Commission finds that the adjustment proposed on this issue by AG/AARP, Staff, and 
CUB is appropriate and reasonable in this proceeding, therefore the proposed 
adjustment is hereby adopted. 
 

2. Accumulated Deferred Income Taxes – Financial Interpretation 
Number 48 

 
a. AIC Position 

 
 AIC notes that this issue concerns the appropriate ratemaking treatment of 
liabilities under Financial Interpretation Number 48 ("FIN 48") of so-called “FIN 48 
liabilities” that was addressed in Docket No. 12-0001.  In that case, the Commission 
adopted the proposal to reduce rate base to reflect the FIN 48 balances.  As with other 
issues in this proceeding, AIC continues to contest this issue in order to preserve its 
right to rehearing and appeal.  In addition, however, AIC submits that the record in this 
proceeding makes clear that AIC’s position on FIN 48 should be adopted and the 
position of Staff and interveners rejected.  AIC asserts that there are three reasons for 
this: 
 

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

• Taking of uncertain tax positions benefits ratepayers. 
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• 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. 

 
 AIC states that 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, and interest and penalties must also be accrued.  AIC argues 
that 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. 
 
 AIC submits however, that FIN 48 amounts are not a “cost free” source of capital, 
noting that 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.”  Likewise, AIC notes that applicable 
penalties must also be recorded. 
 
 AIC notes that CUB recognizes this, with CUB witness Smith explaining that 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.  Mr. Smith also states 
that the interest paid would be tax-deductible, and AIC would have had the use of the 
money (similar to a government loan) during the period before payback for only the cost 
of the interest. “AIC submits that "only the cost of the interest” is still a cost to AIC 
associated with the FIN 48 amounts.  AIC claims that just like debt is not cost free, 
neither are FIN 48 amounts.  
 
 While the actual interest expense on FIN 48 amounts may be low or zero in any 
given year, AIC argues that this 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.”  AIC suggests that 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.  Since applicable interest must be accrued on FIN 
48 amounts, AIC claims that the FIN 48 amounts are not “cost free” and so the position 
of Staff and Interveners should be rejected. 
 
 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, AIC notes that at that 
point the non-ADIT capital would be re-characterized as ADIT capital and deducted 
from rate base, to the customer’s benefit.  AIC alleges that 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.  AIC claims that its prudently aggressive tax 
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positions created over $6 million of ADIT that wouldn’t otherwise exist, and that these 
ADIT amounts have been reflected for ratemaking purposes in this filing. 
  
 AIC argues that deducting FIN 48 balances from rate base, as Staff and 
Interveners recommend, unfairly punishes utilities that take aggressive tax positions that 
benefit ratepayers.  While the Staff and Interveners purport to protect ratepayers, AIC 
suggests that 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, AIC argues that the utility is penalized by the Staff 
and Intervener approach.  AIC notes that these funds, once repaid to the government, 
are not, by definition, “available” to the utility, whether on a “cost-free” basis or 
otherwise. 
 
 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, AIC believes that it is not 
in its interest 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 claims that the need to preserve this incentive has been recognized in 
other jurisdictions.  AIC cites In Union Electric Company, d/b/a AmerenUE's Tariffs to 
Increase Its Annual Revenues for Electric Service, Case No. ER-2008-0318, in which  
the Missouri Commission found: “Both ratepayers and shareholders benefit when 
AmerenUE takes an uncertain tax position with the Internal Revenue Service ("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, *55 (Mo. PSC Jan. 27, 2009).  The Missouri Commission concluded 
that “[t]he best way to encourage AmerenUE to continue to take uncertain tax positions 
is to treat the company fairly in the regulatory process.”  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.”  AIC recommends that the Commission adopt a similar result 
here. 
 
 AIC submits that the position of Staff, AG/AARP, and CUB continues to ignore 
the fact that utilities should be encouraged to adopt uncertain positions, otherwise, the 
incremental zero-cost capital (ADIT) can not come into being.  ACI contends that 
deducting FIN 48 balances from rate base as Staff and interveners recommend in their 
Initial Briefs unfairly punishes utilities that take aggressive tax positions that benefit 
ratepayers.  AIC notes that 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.  AIC avers that 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. 
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b. Staff Position 
 
 Staff recommends that the Commission adopt its recommendation that, for rate 
making purposes, FIN 48 balances should be included in the ADIT balance that is a 
deduction from rate base.  Staff notes that the Order in Docket No. 12-0001 found that 
the FIN 48 balances represent a source of cost-free capital and thus, the FIN 48 
balances should be included as a reduction to rate base through ADIT. (Docket No. 12-
0001, September 19, 2012 Order at 43-44)  Since no new arguments have been 
presented in this case, Staff suggests that the Commission should reach the same 
conclusion in this proceeding. 
 
 Staff notes that its recommendation is the same recommendation as proposed by 
AG/AARP and CUB.  While AIC argues that since these balances represent uncertain 
tax positions which will only be determined upon the conclusion of an IRS audit, and 
therefore they should not be used to reduce rate base through ADIT, Staff submits that 
a review of the findings of IRS audit results from 2005 – 2007 audit cycles shows that of 
the FIN 48 amounts recorded by AIC, only 39.5% were actually found to be payable. 
 
 Staff avers that in its prior formula rate case, AIC acknowledged that:  (1) AIC 
has in its possession a quantity of capital which it procured by means of filing income 
tax returns, which was clearly not supplied by shareholders; and (2) the capital at issue 
resulted from claiming tax deductions which experts have concluded AIC is more likely 
than not going to lose.  Staff notes that when AIC loses the deductions, it will pay the 
capital back to the taxing authorities with interest. 
 
 In its Reply Brief, Staff notes that under the treatment proposed by Staff and the 
Intervenors, AIC will suffer no risk, quoting as follows: 
 

That is, if some portion of the FIN 48 liability is ultimately paid back to the 
government, the Company will be made whole when the rate base is 
reconciled.  But as long as the FIN 48 liability is outstanding, it represents 
a source of non-investor supplied funds to the Company and should be 
included in the ADIT deducted from the Company’s rate base. (AG/AARP 
Initial Brief at 12) 

 
 For the foregoing reasons, the Commission should adopt Staff’s recommendation 
that, for rate making purposes, FIN 48 balances should be included in the ADIT balance 
that is a deduction from rate base. 
 

c. AG/AARP Position 
 
 AG/AARP state that the ADIT-FIN 48 balances recorded by AIC represent the 
amount of deferred tax liabilities that have been reclassified to FIN 48 liabilities related 
to uncertain tax positions that ultimately may have to be paid to the government.  
AG/AARP note that AIC reduced the balance of ADIT deducted from its delivery 
services plant in service, which has the effect of increasing the rate base and AIC’s 
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revenue requirement, to reclassify certain ADIT related to uncertain tax positions.  
AG/AARP opine that the balance of ADIT FIN 48 breaks down as follows: Federal -- 
$7,381,000, and State -- $1,208,000. AG/AARP note that the effects of these debit 
balances is to reduce the ADIT deducted from plant in service in the determination of 
rate base, thereby increasing the size of the rate base. 
 
 AG/AARP contend that until these deferred tax liabilities are actually paid to the 
relevant taxing authorities, they represent non-investor supplied funds that are available 
to AIC.  In addition, AG/AARP witness Effron states that he believes that it is highly 
likely that the FIN 48 liabilities will not have to be paid and should be treated as ADIT for 
the purpose of determining AIC’s rate base. 
 
 AG/AARP claim that the record evidence supports that opinion, noting that in 
response to AG DR 1.08, AIC stated that forecasted interest expense on the FIN 48 
liabilities for 2012 is $0.  AG/AARP suggest that this implies that AIC believes that it is 
likely that the FIN 48 liabilities will not have to be paid.  AG/AARP avers that if the tax 
deductions at issue are ultimately disallowed, AIC would be required to pay the taxes 
due, with interest, and applicable accounting rules require that interest be accrued on 
the taxes that are deemed likely to be paid.  If AIC is not accruing interest, AG/AARP 
submit that AIC must believe that taxes in question will not have to be paid.  
 
 Mr. Effron noted that one possible reason that the taxes will not have to be paid 
is the availability of net operating loss ("NOL") carry-forward.  That is, Mr. Effron states 
that even if the “uncertain” tax positions result in disallowances, the disallowances will 
not actually result in tax payments to the extent that there are NOLs available to offset 
those disallowances.  In fact, AIC includes the deferred tax debit balances related to the 
NOLs in rate base; that is, the NOLs reduce the net credit balance of ADIT.  To the 
extent that these deferred tax assets can be used to offset FIN 48 income tax liabilities, 
AG/AARP contend that there is a double counting of the NOLs and the FIN 48 deferred 
tax items in the AIC ratemaking treatment, and it is improper to include both in rate 
base.   
 
 AG/AARP argue that there simply is no dispute that this balance represents non-
investor supplied funds as long as the balance is outstanding, noting that the rate base 
determined in this case will be reconciled to the actual rate base for 2013.  To the extent 
that any of the FIN 48 liability has been paid, they note that such repayment will be 
reflected in the determination of the actual 2013 rate base.  However, to the extent that 
AIC still has a FIN 48 liability outstanding in 2013, AG/AARP submit that that balance 
should be included in the ADIT balance deducted from the actual rate base used in the 
reconciliation, as by definition such amounts will not have been paid. 
 
 AG/AARP submit that the rate base deduction for the FIN 48 liability poses no 
risk to AIC as long as the rate base originally used to establish rates in a given filing is 
ultimately trued up to the actual rate base.  AG/AARP note that if some portion of the 
FIN 48 liability is ultimately paid back to the government, AIC will be made whole when 
the rate base is reconciled, however as long as the FIN 48 liability is outstanding, it 
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represents a source of non-investor supplied funds to AIC and should be included in the 
ADIT deducted from AIC’s rate base.  AG/AARP contend that Staff witness Ebrey 
concurred on this point, while CUB witness Smith calculated an identical adjustment for 
proposed removal of the ADIT FIN 48 debit balance.   
 
 Ag/AARP note that the Commission recently concurred on this point in its Order 
in Docket No. 12-0001, AIC’s first formula rate filing.  There, the Commission noted: 
 

The Commission notes that IIEC, AG/AARP, and CUB all put forward 
essentially the same arguments as Staff, and all recommend that the FIN 
48 balances be deducted from rate base, suggesting that this decision is 
in conformity with the FERC guidance on FIN 48.  The Commission also 
recognizes that this issue does not appear to have been present in the 
ComEd smart grid docket, Docket No. 11-0721.  The Commission agrees 
with Staff and Intervenors’ position that the FIN 48 amount represents a 
source of cost-free capital that should be reflected as a rate base 
deduction.  The Commission does not believe that AIC’s position provides 
any mechanism to protect customers while awaiting an IRS review.  The 
Commission notes that under AIC's position, if the IRS does not disallow 
the tax deduction associated with the FIN 48 reserve, customers would 
not receive the benefit of the deferred tax credits in the form of a rate base 
reduction until the first rate case after tax returns are no longer subject to 
IRS review and adjustment.  The Commission will therefore adopt for this 
proceeding the proposal to reduce rate base to reflect the FIN 48 balances 
of $35,695,000 for the federal and $7,993,000 for the state, net of the total 
expected payments on FIN 48 of $4,070,000, for a net reduction of 
$39,618,000. (Docket No. 12-0001, September 19, 2012 Order at 43-44) 

 
AG/AARP state that the facts have not changed for purposes of this docket, therefore 
the Commission should adopt Mr. Effron’s adjustment to the rate base calculation. 
 
 AG/AARP recognize that AIC continues to oppose the recommended FIN 48 
adjustment, however, they note that AIC witness Warren does not disagree that the FIN 
48 liabilities represent non-investor supplied funds.  AIC also claims that the FIN 48 
liabilities “should only reduce rate base after the amounts have been determined to be 
ADIT – that is, after AIC and its experts have concluded, either independently or as a 
result of an audit by the taxing authorities, that it is no longer more likely than not that 
the amounts will be assessed by the government.”  AG/AARP opine that the problem is 
that Mr. Warren’s asserts that the “best information” for evaluating this proposed 
adjustment is the date used for the computation of rate base (December 31, 2011) 
reflected on AIC’s books as of that date.  They suggest that Mr. Warren would have the 
Commission ignore record evidence produced in this docket that sheds light on the 
likelihood of whether AIC will have to pay the deferred tax amounts at issue.   They note 
that he also failed to explain why, if his information indicates that the FIN 48 liabilities 
will ultimately be paid, AIC is not accruing any interest on these liabilities in 2012. 
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 AG/AARP submit that Mr. Warren’s view that the best information available 
implies a FIN 48 balance of zero is completely unsupported, noting that he fails to cite 
any information that would establish that an assumption of a zero liability is appropriate.  
AG/AARP suggest that Mr. Warren's view that a zero FIN 48 liability is appropriate is not 
based on any information, let alone the best information available, therefore the 
Commission should reject Mr. Warren’s recommendation.  
 
 AG/AARP note in their Reply Brief that the rate base deduction for the FIN 48 
liability poses no risk to AIC as long as the rate base originally used to establish rates in 
a given filing is ultimately trued up to the actual rate base.  That is, if some portion of the 
FIN 48 liability is ultimately paid back to the government, they state that AIC will be 
made whole when the rate base is reconciled.  As long as the FIN 48 liability is 
outstanding, AG/AARP contend that it represents a source of non-investor supplied 
funds to AIC and should be included in the ADIT deducted from AIC’s rate base, on 
which point Staff and CUB both agreed.  AG/AARP suggest that the risk that AIC 
speaks of is simply not there. 
 
 AG/AARP argue that the ADIT debit balances related to FIN 48 should be 
eliminated from the balance of ADIT deducted from plant in service, which, in effect, 
reverses the reclassification of the ADIT balances to FIN 48 liabilities for the purpose of 
determining AIC’s electric rate base.  AG/AARP note that the effect of eliminating the 
deferred tax debit balances related to FIN 48 is to increase the balance of ADIT by 
$8,589,000 and to reduce the electric rate base by the same amount.   
 

d. CUB Position 
 
 CUB notes that AIC has included in rate base debit balances of ADIT FIN 48 – 
Federal of $7.381 million and ADIT Fin 48 – State of $1.208 million.  Though AIC 
claimed deductions on its tax returns and thus avoided paying income taxes on these 
amounts, CUB avers that AIC nonetheless seeks to ignore this source of non-investor 
supplied capital for ratemaking purposes.  CUB submits that AIC’s proposal for the 
treatment of its FIN 48 amounts would allow it to benefit by taking uncertain tax 
positions, claiming deductions on its tax returns, and charging ratepayers for deferred 
income tax expense but failing to reflect the non-investor supplied source of capital 
represented by the tax benefits claimed on its tax returns.   
 
 CUB states that a FIN 48 liability represents the difference between AIC’s 
position taken on a tax return versus the identification of “uncertain” tax positions as 
required for financial statement reporting.  CUB notes that differences in the 
interpretation of tax law exist, and FIN 48 prescribes procedures to quantify “uncertain” 
tax positions, for which the estimates are accumulated in a temporary reserve until the 
position is no longer uncertain.  CUB opines that certainty can be achieved by either (1) 
review of the technical merits of the position by the relevant taxing authority, (2) 
expiration of the statute of limitations or (3) law change.  CUB avers that AIC is 
attempting to increase rate base because there is an uncertainty with some of its tax 
positions that have not yet been resolved by an IRS audit, statute expiration or law 
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change.  CUB believes that AIC would prefer to ignore the non-investor supplied source 
of funding represented by the tax savings it has received, for ratemaking purposes, until 
the uncertainty perceived by its tax experts is resolved.   
 
 CUB states that FIN 48 indicates that an entity shall initially recognize the 
financial statement effects of a tax position when it is “more likely than not” based on the 
technical merits that the position will be sustained upon examination, and that “more 
likely than not” means the likelihood is more than 50 percent.  CUB states that the 
“more likely than not” threshold is a positive assertion that an entity believes it is entitled 
to the economic benefits associated with a tax position, and the level of evidence to 
support an entity’s assessment of the technical merits of a tax position is a matter of 
judgment that depends on all available information.  CUB notes that per Financial 
Accounting Standards Board ASC-740-10-25-8, if the “more likely than not” recognition 
threshold is not met in the period for which a tax position is taken, an entity shall 
recognize the benefit of the tax position in the interim period that meets any one of the 
following three conditions: 
 

1) The more-likely-than-not recognition threshold is met by the 
reporting date. 

2) The tax position is effectively settled through examination, 
negotiation or litigation. 

3) The statute of limitations for the relevant taxing authority to 
examine and challenge the tax position has expired. 

 
 CUB alleges that the financial accounting for uncertain tax positions would 
require a company with such positions to create a “reserve” relating to the uncertain 
amounts, however AIC witness Warren argued that “experts” have concluded it is more 
likely than not that the deductions will be disallowed by the IRS.  CUB submits however, 
that information in the record concerning AIC’s 2011 results shows that AIC’s “experts” 
had in fact substantially over-estimated the uncertain income tax positions in 2010, and 
significant reversals were thus recorded in 2011.  Additionally, CUB notes that AIC’s 
current forecasted interest expense on the FIN 48 liabilities for 2012 is zero, while AIC 
has indicated that if applicable, interest would be calculated at the rate of 4%-- an 
amount which is both tax-deductible and is much lower than AIC’s weighted average 
cost of capital ("WACC") or return on equity ("ROE"). CUB suggests that ratepayers 
should not be required to pay a WACC or ROE equivalent on a source of capital that is 
at best zero-cost and at worst carries a 4% tax-deductible interest cost. 
 
 CUB notes that FERC has provided guidance on accounting for uncertainty in 
income taxes, and according to the FERC guidance, the FIN 48 amounts are required to 
be treated as ADIT.  CUB submits that AIC has not identified any legitimate reason to 
deviate from the FERC guidance on this issue.  CUB argues that the FERC guidance 
has special relevance to the formula rates being developed in this case, which will be 
based on FERC Form 1 inputs. 
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 CUB claims that other electric utilities, such as American Electric Power, are 
appropriately applying the FERC accounting guidance and using for ratemaking 
purposes the deferred tax balances provided for under the FERC Uniform System of 
Accounts ("USOA") that reflect their filed tax returns without regard to any FIN 48 
adjustments.  CUB opines that the FERC accounting guidelines, which are captured in 
CUB witness Smith’s adjustment, reflect the most appropriate regulatory accounting and 
ratemaking treatment of these tax deductions and should be required for AIC in the 
current case. 
 
 CUB notes that the 2010 impacts of FIN 48 have been considered and decided in 
AIC’s initial formula rate filing, the Commission’s 12-0001 Order.  CUB states that the 
Commission agreed with CUB, Staff and other Intervenors that FIN 48 amounts 
represent a source of non-investor supplied cost-free capital that should be reflected as 
a rate base deduction.  CUB indicates that the Commission noted that AIC’s position 
does not provide any mechanism to protect customers while awaiting an IRS review, 
and that if the IRS does not disallow the tax deduction associated with the FIN 48 
reserve, customers would not receive the benefit of the deferred tax credits until the first 
rate case after that IRS decision is made.  CUB avers that the decision in Docket No. 
12-0001 was consistent with the Proposed Order in AIC's most recent electric rate case, 
Docket No. 11-0279 (which was withdrawn by AIC) and with the recent Commission 
decision in Docket No. 11-0767, Illinois American Water’s most recent rate case.  CUB 
suggests that the Commission’s previous decisions on this issue are correct, and as 
AIC’s position is unfair to customers, it should be rejected. 
 

e. Commission Conclusion 
 
 As AG/AARP point out, the rate base deduction for the FIN 48 liability poses no 
risk to AIC as long as the rate base originally used to establish rates in a given filing is 
ultimately trued up to the actual rate base.  That is, if some portion of the FIN 48 liability 
is ultimately paid back to the government, AIC will be made whole when the rate base is 
reconciled.  But as long as the FIN 48 liability is outstanding, it represents a source of 
non-investor supplied funds to AIC and should be included in the ADIT deducted from 
AIC's rate base.  Staff witness Ebrey concurred on this point and CUB witness Smith 
calculated an identical adjustment to Mr. Effron’s proposed removal of the ADIT FIN 48 
debit balance.  The problem with AIC’s response to the proposed adjustment is its 
assertion that the “best information” for evaluating this proposed adjustment is “the date 
used for the computation of rate base (December 31, 2011) . . . reflected on AIC’s 
books as of that date.”  In other words, AIC witness Warren would have the Commission 
ignore record evidence produced in this docket that sheds light on the unlikelihood of 
AIC’s having to pay the deferred tax amounts at issue.  Mr. Warren also failed to explain 
why, if his information indicates that the FIN 48 liabilities will ultimately be paid, AIC is 
not accruing any interest on these liabilities in 2012. 
 
 The Commission recently concluded that a FIN 48 adjustment was appropriate in 
Docket No. 12-0001, AIC's first formula rate filing, where it found: 
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The Commission notes that IIEC, AG/AARP, and CUB all put forward 
essentially the same arguments as Staff, and all recommend that the FIN 
48 balances be deducted from rate base, suggesting that this decision is 
in conformity with the FERC guidance on FIN 48.  The Commission also 
recognizes that this issue does not appear to have been present in the 
ComEd smart grid docket, Docket No. 11-0721.  The Commission agrees 
with Staff and Intervenors’ position that the FIN 48 amount represents a 
source of cost-free capital that should be reflected as a rate base 
deduction.  The Commission does not believe that AIC’s position provides 
any mechanism to protect customers while awaiting an IRS review.  The 
Commission notes that under AIC's position, if the IRS does not disallow 
the tax deduction associated with the FIN 48 reserve, customers would 
not receive the benefit of the deferred tax credits in the form of a rate base 
reduction until the first rate case after tax returns are no longer subject to 
IRS review and adjustment.  The Commission will therefore adopt for this 
proceeding the proposal to reduce rate base to reflect the FIN 48 balances 
of $35,695,000 for the federal and $7,993,000 for the state, net of the total 
expected payments on FIN 48 of $4,070,000, for a net reduction of 
$39,618,000. (September 19, 2012 Order at 43-44) 

 
The Commission finds that the facts have not changed for purposes of this docket, as 
the evidence recited above details, therefore the same finding is appropriate as to this 
issue.  The Commission finds that the record evidence in this proceeding supports the 
proposed adjustment of Staff and AG/AARP.  Mr. Effron’s proposed adjustment to the 
rate base calculation is hereby adopted. 
 

3. Accumulated Deferred Income Taxes – Projected Additions 
 

a. AIC Position 
 
 AIC indicates that while it is cognizant of the Commission’s findings on this issue 
in Docket Nos. 11-0721 and 12-0001, it recognizes that various findings are still subject 
to appeal.  AIC contends that the Electric Infrastructure Modernization Act ("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. (See 16-108.5(c)(6), (d)(1))  AIC argues that no other items are 
to be “updated,” although Staff and Intervenors argue that an additional update—to 
reflect ADIT generated by 2012 plant additions, should be made.  AIC suggests that 
such an adjustment is contrary to the plain language of the EIMA, and Staff and 
intervenors are reading 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 (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 
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against overstated rate base is of no consequence.  AIC argues that the general 
principle is that “it 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).   
 
 While Staff and intervenors claim an adjustment for ADIT for future plant is 
necessary to guard against overstated rate base and artificially increased rates, AIC 
contends that the fact that its formula rates will not reflect ADIT on projected plant does 
not mean that rate base will be “overstated.”  AIC argues that by the time rates are in 
effect for each successive update proceeding, AIC will have actually incurred the capital 
costs for that projected year.   
 
 AIC submits that even if Staff and intervenors’ concern was valid from a 
theoretical perspective, it is irrelevant for formula ratemaking purposes.  AIC states that 
formula rates are to be established based on “actual costs” and reconciled annually with 
“actual costs,” therefore initial rates must reflect actual ADIT as reported in FERC Form 
1.  When these rates are reconciled in 2013, AIC notes that 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).  AIC argues that 
establishing and reconciling rates based on actual costs ensures that customers will pay 
rates based on actual costs—no more and no less. 
 
 While Staff contends in its Initial Brief that AIC’s “sole argument” related to this 
issue hinges on the plain language of the EIMA, AIC asserts that this is where the issue 
should begin and end.  As stated, AIC argues that the plain language—and elementary 
tenets of statutory construction—demand AIC’s interpretation of the Act.  This however 
is not AIC’s “sole argument,” as AIC submits that Staff and Intervenors’ ADIT 
adjustment also is superfluous and irrelevant in light of the EIMA’s new rate-setting 
scheme premised on actual costs and reconciliations.  AIC avers that those additional 
justifications dispose of the ADIT adjustment. 
 

b. Staff Position 
 
 Staff recommends that the Commission accept the AG/AARP, CUB, and Staff 
adjustments to the balance of ADIT to recognize the growth in estimated ADIT directly 
related to the 2012 projected plant additions.  The Commission found, in Docket No. 12-
0001, that it was appropriate to update the ADIT balances as requested by Staff and 
Intervenors.  (Order, Docket No. 12-0001, September 19, 2012, p. 53)  Staff notes that 
the position advanced by Staff and Intervenors is the same in the instant proceeding 
and in Docket No. 12-0001; therefore Staff argues the Commission should reach the 
same conclusion in this proceeding. 
   
 Staff opines that the Commission adopted a similar adjustment in Docket No. 11-
0721, the ComEd formula rate proceeding.  In that proceeding, the Commission 
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concluded that a failure to make this adjustment would allow ComEd an interest-free 
loan at the ratepayers’ expense for several months and would artificially increase rates 
until the time when an order in the 2011 reconciliation docket takes place. (Docket No. 
11-0721, May 29, 2012 Order at 59-60)  The Commission, in discussing its conclusion 
on this same issue, stated in Docket No. 11-0721:  
 

However, the statute is silent altogether with regard to ADIT and with 
regard to many other items that all agree must be included in, or deducted 
from, rates. If the Commission were to ignore ADIT on ComEd’s plant 
investments, we would be ignoring basic accounting principles and 
appellate precedent. (Order, Docket No. 11-0721 citing Ameren Illinois Co. 
v. Ill. Commerce Comm., 2012 IL. App. (4th) 100962 at 31, 2012 Ill. App. 
LEXIS 175 (4th Dist. 2012), determining, with regarding to an ADIT 
adjustment to Ameren’s rate base, that Section 9-211 of the Public Utilities 
Act requires that rate base cannot exceed the investment value that a 
utility actually uses to provide utility services.).  (Order at 59) 

 
 Staff suggests that AIC's sole argument is that the language of Section 16-
108.5(c)(6) and 16-108.5(d)(1) of the Act does not expressly call for adjustments for the 
projected impact of ADIT to the FERC Form 1 data, however Staff contends that this 
argument is unavailing.  Staff avers that AIC completely ignores the effect of bonus 
depreciation which will significantly increase ADIT.  Staff recommends that the 
Commission find it is appropriate under the facts presented in this docket to update the 
ADIT balances as requested by Staff, AG/AARP, and CUB. 
 

c. AG/AARP Position 
 
 AG/AARP note that AIC included $227,912,000 of 2012 projected plant additions 
in its delivery services rate base rate base, and also recognized an associated increase 
in the balance of accumulated depreciation of $152,944,000 for 2012.  AG/AARP state 
that the net effect is to increase rate base by $74,968,000.  AG/AARP witness Effron  
proposes to modify AIC’s net adjustment to rate base for 2012 additions to plant in 
service, based on AIC’s failure to recognize the growth in ADIT directly related to the 
2012 projected plant additions.  In the circumstances of this filing, Mr. Effron testifies 
that it is appropriate to include the effect of the ADIT generated by the 2012 plant 
additions in the calculation of the delivery services rate base.  
 
 AG/AARP aver that when AIC reconciles the revenue requirement for 2013 
developed in this case to the actual 2013 revenue requirement in its 2014 filing, there is 
no question that the rate base used in the actual revenue requirement calculation will 
reflect the actual balances of ADIT in 2013.  Therefore, AG/AARP claim that the ADIT 
generated by the 2012 plant additions will ultimately be included in the calculation of the 
2012 delivery services rate base. Unlike the other rate base issues addressed in this 
testimony, they state that this issue will eventually be resolved by the reconciliation.  Mr. 
Effron notes that there would be little purpose to propose an adjustment to increase 
ADIT if the only effect would be to increase the difference between the rate base used 
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in this filing and the actual 2013 rate base, however, in the circumstances of this case, 
Mr. Effron testifies that it does not appear that recognition of the ADIT generated by the 
2012 plant additions will increase the difference between the inception rate base and 
the actual, reconciled rate base.   
 
 AG/AARP aver that the facts in this case show that the existence of 50% bonus 
depreciation in 2012 provides AIC with a tax deduction equal to one-half of the amount 
of additions to plant in service, which will lead to growth in the balance of ADIT in 2012 
well in excess of the growth that would take place in the absence of the bonus 
depreciation.  AG/AARP note that Mr. Effron calculated the increase in the balance of 
ADIT related to 2012 plant additions as $43,990,000, as shown on his Schedule DJE-
1.4, attached to AG/AARP Ex. 2.0, therefore the balance of ADIT deducted from plant in 
service in the determination of the delivery services rate base should be increased by 
this amount.  Importantly, Mr. Effron notes that in the circumstances of this case, he 
believes that this adjustment would tend to reduce, rather than increase, any 
discrepancy between the inception rate base in this case and the actual 2013 rate base.  
AG/AARP state that Staff witness Chang and CUB witness Smith proposed similar 
adjustments.   
 
 AG/AARP recognize that AIC witness Stafford, who noted he is not an attorney, 
opposed the AG/AARP proposed adjustment, arguing that his interpretation of sections 
16-108.5(c)(6) and 16-108.5(d)(1) of the Act do not permit the proposed adjustment to 
rate base.  In essence, it appears to AG/AARP that AIC's view is that because the 
words “and ADIT” were not included in these referenced subsections of EIMA, no 
adjustment for ADIT on projected plant should be included in the formula rate revenue 
requirement calculation.  AG/AARP submit, however, that Section 16-108.5(c) makes 
clear that the Commission shall evaluate formula rate revenue requirement 
determinations based on Article IX ratemaking principles.  They note that under Section 
16-108.5(d), the Commission “shall apply the same evidentiary standards, including, but 
not limited to, those concerning the prudence and reasonableness of the costs incurred 
by the utility, in the hearing as it would apply in a hearing to review a filing for a general 
increase in rates under Article IX of this Act.” 
 
 AG/AARP note that the Commission has recognized this direction from the 
General Assembly in its application of Article IX ratemaking principles in the 
establishment of formula rate inception rates for both ComEd and, most recently, AIC.  
In its recent AIC formula rate Order of September 19, 2012, the Commission concluded: 
 

The Commission agrees with Staff and intervenors and finds that it would 
be appropriate to incorporate in this Order a portion of the relevant 
conclusion from the Order in Docket No. 11-0721: 

 
. . . However, the statute is silent altogether with regard to ADIT 
and with regard to many other items that all agree must be included 
in, or deducted from, rates. If the Commission were to ignore ADIT 
on ComEd’s plant investments, we would be ignoring basic 
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accounting principles and appellate precedent. (See Ameren Illinois 
Co. v. Ill. Commerce Comm., 2012 IL. App. (4th) 100962 at 31, 
2012 Ill. App. LEXIS 175 (4th Dist. 2012), determining, with 
regarding to an ADIT adjustment to Ameren’s rate base, that 
Section 9-211 of the Public Utilities Act requires that rate base 
cannot exceed the investment value that a utility actually uses to 
provide utility services.).  

 
(Order at 52) 

 
 AG/AARP opine that ADIT, a derivative adjustment that is caused primarily by 
plant additions, is a source of revenue for a utility.  Because federal tax laws regarding 
2011 allow businesses like AIC, currently, to depreciate plant additions at 100%, 
AG/AARP aver that AIC has use of funds now that it would not have otherwise normally 
have had access to without borrowing or other forms of financing.  AG/AARP contend 
that in effect, ignoring this windfall to a utility would allow that utility interest-free loan at 
the ratepayers’ expense for several months, and would artificially increase rates until 
the time when a final order in the 2011 reconciliation docket takes place.  AG/AARP 
submit that it can not have been the intention of the General Assembly, when enacting 
Section 16-108.5, to allow this statute to artificially raise rates for several months.  In 
fact, AG/AARP note that this statute provides that the performance-based formula rate 
shall "reflect the utility’s actual capital structure for the applicable year, excluding 
goodwill, subject to a determination of prudence and reasonableness consistent with 
Commission practice and law." (Section 16-108.5(c)(2))  AG/AARP contend that the 
facts that made this ADIT adjustment appropriate in both the Docket No. 11-0721 and 
Docket No. 12-0001 formula rate cases remain the same in this docket.   
 
 AG/AARP submit that Section 9-211 mandates that the Commission shall include 
in a utility’s rate base only the value of such investment which is both prudently incurred 
and used and useful in providing service to public utility customers.  AG/AARP argue 
that ignoring the effect of ADIT on the calculation and recognition of plant in rate base 
unlawfully increases the value of rate base with amounts that in fact are not used and 
useful in providing service to utility customers. (See Ameren Illinois Co. v. Ill. Commerce 
Comm., 2012 IL. App. (4th) 100962 at 5, 2012 Ill. App. LEXIS 175 (4th Dist. 2012) and 
Commonwealth Edison Co v. Ill. Commerce Comm., 405 Ill. App. 3d 389, 405 (2nd Dist. 
2010)) 
 
 AG/AARP note that Mr. Stafford asserts that Mr. Effron suggested that this 
adjustment is only needed because it reduces, not increases, the discrepancy between 
the rate base established in this proceeding and the rate base established in the 
subsequent reconciliation proceeding, with Mr. Stafford stating that “whether something 
is increasing or decreasing the rate base is irrelevant, and should not be the driving 
force to the argument.”  AG/AARP contend that this is a mischaracterization of Mr. 
Effron’s testimony.  They note that he did not suggest that this adjustment is “only 
needed” because it reduces the discrepancy.  In addition to the legal reasons in support 
of this adjustment, AG/AARP aver that the adjustment is appropriate because it is 
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directly related to the 2012 plant additions that AIC seeks to include in its formula rate 
base, and reflects what will actually take place.  AG/AARP aver that Mr. Stafford does 
not argue otherwise.  As noted by Mr. Effron in his rebuttal testimony, saying that his 
proposed adjustment will likely reduce the discrepancy is not the same as saying it will 
reduce the rate base.   
 
 AG/AARP recommend that the Commission should recognize in its calculation of 
the AIC rate base the ADIT associated with the projected plant additions included in the 
rate base.  AG/AARP state that Mr. Effron calculated the increase in the balance of 
ADIT related to 2012 plant additions as $43,990,000, noting that the balance of ADIT 
deducted from plant in service in the determination of the delivery services rate base 
should be increased by this amount.   
 

d. CUB Position 
 
 While AIC proposes to include 2012 projected plant additions in rates, CUB notes 
that AIC chooses to ignore the related substantial amounts of related 2012 ADIT for the 
difference between book and tax depreciation.  Because the tax law provides for 50 
percent bonus tax depreciation on 2012 qualifying assets, CUB submits that this is a 
significant omission that, if not adjusted, will overstate rate base for setting AIC’s 
formula rates.  CUB argues that this potential overstatement should be minimized now 
by reflecting the ADIT that is directly related to AIC’s 2012 plant additions as an offset to 
rate base, similar to how accumulated depreciation directly related to the 2012 plant 
additions is reflected.  By recognizing the 2012 ADIT impact from the 2012 plant 
additions in establishing AIC’s formula rate plan revenue requirement at this time, CUB 
opines that this will help minimize the amount of over-collection that would likely result if 
this large impact is ignored now and only reflected subsequently in the 2012 
reconciliation case.   
 
 CUB notes that AIC claims in its Initial Brief that Staff and intervenors position 
amounts to an “additional update – to reflect ADIT generated by 2012 plant additions.”  
Cub contends that this is not an “additional update” – it simply matches ADIT for 2010 
bonus tax depreciation for the same time period as the 2012 projected plant additions, 
which are being included in rate base.  CUB states that AIC further makes a statutory 
interpretation argument and argues that guarding against overstated rate base is of no 
consequence.  While CUB contends that AIC does not appear to be concerned with 
over-collecting from ratepayers, the Commission should be.  CUB urges the 
Commission to continue to follow appellate precedent and its own previous decisions, 
and match rate base to include ADIT for the same time period as plant additions. 
 
 CUB states that in Docket No. 11-0721, the Commission concluded that ignoring 
the ADIT directly related to jurisdictional plant increases would be ignoring accounting 
principles and appellate precedent.  CUB opines that the Commission acknowledged 
that ADIT is a source of revenue for a utility, giving the utility use of funds now that it 
would not have otherwise normally had access to without financing, as the Commission 
stated: 
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In effect, ignoring this windfall to ComEd would be to allow ComEd an 
interest-free loan at the ratepayers’ expense for several months.  It would 
artificially increase rates until the time when a final order in the 2011 
reconciliation docket takes place.  It cannot have been the intention of the 
General Assembly, when enacting Section 16-108.5, to allow this statute 
to artificially raise rates for several months. 

 
 CUB notes that the Commission went on in Docket No. 11-0721, and 
incorporated into its Docket No. 12-0001 Order:  
 

ADIT, a derivative adjustment that is caused primarily by plant additions, is 
a source of revenue for a utility. Because federal tax laws regarding 2011 
allow businesses like ComEd, currently, to depreciate plant additions at 
100%, ComEd has use of funds now that it would not have otherwise 
normally have had access to without borrowing or other forms of financing. 
In effect, ignoring this windfall to ComEd would be to allow ComEd an 
interest-free loan at the ratepayers’ expense for several months. It also 
would artificially increase rates until the time when a final order in the 2011 
reconciliation docket takes place. It cannot have been the intention of the 
General Assembly, when enacting Section 16-108.5, to allow this statute 
to artificially raise rates for several months. 

 
(Docket No. 11-0721 Order at 59-60; Docket No. 12-0001 Order at 52-53) 
 
 CUB avers that each of the arguments articulated in the Order in Docket No. 11-
0721 are applicable to the instant case and nothing in the factual record or law justifies 
a departure from the Commission’s determination.  Therefore, CUB recommends that 
the Commission adopt the proposed adjustment to ADIT and reduce rate base by 
$43.990 million; and consistent with its decisions in Docket Nos. 11-0721 and 12-0001, 
require AIC to reflect the ADIT related to estimated plant additions in the determination 
of formula rates. 
 

e. Commission Conclusion 
 
 Staff, AG/AARP, and CUB all argue that the record evidence shows that AIC 
failed to recognize the growth in ADIT directly related to the 2012 projected plant 
additions.  In the circumstances of this filing, AG/AARP witness Effron testifies that it is 
appropriate to include the effect of the ADIT generated by the 2012 plant additions in 
the calculation of the delivery services rate base.  Mr. Effron suggests that the facts in 
this case show that the existence of 50% bonus depreciation in 2012 provides AIC with 
a tax deduction equal to one-half of the amount of additions to plant in service, which 
will lead to growth in the balance of ADIT in 2012 well in excess of the growth that 
would take place in the absence of the bonus depreciation.  The Commission notes that 
Mr. Effron calculated the increase in the balance of ADIT related to 2012 plant additions 
as $43,990,000, as shown on his Schedule DJE-1.4, attached to AG/AARP Ex. 2.0.  Mr. 
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Effron contends that in the circumstances of this case, this adjustment would tend to 
reduce, rather than increase, any discrepancy between the inception rate base in this 
case and the actual 2013 rate base.  The Commission notes that Staff witness Chang 
and CUB witness Smith also proposed similar adjustments.   
  
 AIC contends that Sections 16-108.5(c)(6) and 16-108.5(d)(1) of the Act do not 
permit the proposed adjustment to rate base.  AIC argues that because the words “and 
ADIT” were not included in these referenced subsections of EIMA, no adjustment for 
ADIT on projected plant should be included in the formula rate revenue requirement 
calculation.   
 
 The Commission believes that Section 16-108.5(c) makes it clear that the 
Commission shall evaluate formula rate revenue requirement determinations based on 
Article IX ratemaking principles.  The Commission agrees with Staff, AG/AARP, and 
CUB that under Section 16-108.5(d) of the Act, the Commission “shall apply the same 
evidentiary standards, including, but not limited to, those concerning the prudence and 
reasonableness of the costs incurred by the utility, in the hearing as it would apply in a 
hearing to review a filing for a general increase in rates under Article IX of this Act.”  The 
Commission notes that it has recognized this direction from the General Assembly in its 
application of Article IX ratemaking principles in the establishment of formula rate 
inception rates for both ComEd and, most recently, AIC.  In its recent AIC formula rate 
Order of September 19, 2012, the Commission concluded: 
 

The Commission agrees with Staff and intervenors and finds that it would 
be appropriate to incorporate in this Order a portion of the relevant 
conclusion from the Order in Docket No. 11-0721: 
 

. . . However, the statute is silent altogether with regard to ADIT 
and with regard to many other items that all agree must be included 
in, or deducted from, rates. If the Commission were to ignore ADIT 
on ComEd’s plant investments, we would be ignoring basic 
accounting principles and appellate precedent. (See Ameren Illinois 
Co. v. Ill. Commerce Comm., 2012 IL. App. (4th) 100962 at 31, 
2012 Ill. App. LEXIS 175 (4th Dist. 2012), determining, with 
regarding to an ADIT adjustment to Ameren’s rate base, that 
Section 9-211 of the Public Utilities Act requires that rate base 
cannot exceed the investment value that a utility actually uses to 
provide utility services.).  
 
 ADIT, a derivative adjustment that is caused primarily by plant 
additions, is a source of revenue for a utility. Because federal tax 
laws regarding 2011 allow businesses like ComEd, currently, to 
depreciate plant additions at 100%, ComEd has use of funds now 
that it would not have otherwise normally have had access to 
without borrowing or other forms of financing. In effect, ignoring this 
windfall to ComEd would be to allow ComEd an interest-free loan at 
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the ratepayers’ expense for several months. It also would artificially 
increase rates until the time when a final order in the 2011 
reconciliation docket takes place. It cannot have been the intention 
of the General Assembly, when enacting Section 16-108.5, to allow 
this statute to artificially raise rates for several months. In fact, this 
statute provides that the performance-based formula rate shall:  
 
Reflect the utility’s actual capital structure for the applicable year, 
excluding goodwill, subject to a determination of prudence and 
reasonableness consistent with Commission practice and law. (220 
ILCS5/16-108.5(c)(2)).  
(Docket No. 11-0721, May 29, 2012 Order at 59-60) 

 
 As the Commission found in Docket No. 11-0721, it is appropriate 
under the facts presented in this docket to update the ADIT balances as 
requested by Staff and the Intervenors.  The Commission finds that the 
adjustment quantified by AG/AARP, $107,990,000, which amount it 
appears AIC did not contest as incorrect, is the appropriate adjustment to 
be adopted on this issue. (Order at 52-53) 

 
 The Commission finds that the arguments presented by AIC are not persuasive 
to distinguish this proceeding from Docket No. 11-0721 or Docket No. 12-0001.  The 
facts that made this ADIT adjustment appropriate in both the ComEd and prior AIC 
formula rate cases remain the same in this docket.  The Commission finds that the 
AG/AARP proposed recognition of the ADIT associated with the AIC-forecasted plant is 
appropriate for this proceeding and it is hereby adopted.   
 

4. Accumulated Deferred Income Taxes – Step Up Basis Metro 
 

a. AIC Position 
 
 AIC contends that AG/AARP’s “step-up basis” recommendations are 
asymmetrical and should be rejected in this proceeding.  AIC notes that AG/AARP 
recommend an additional rate-base reduction related to Account 190.  According to 
AG/AARP witness Effron, in 2005, UE transferred certain tax depreciable assets to 
CIPS which transfers took place at the book value of the assets, which at the time was 
higher than the tax basis.  AIC notes that AG/AARP assert that this transfer did not 
result in payment of any taxes and should not result in any increase to the net value of 
those assets included in AIC’s rate base. 
 
 AIC argues that the error in this recommendation is that it assumes that the 
transfer would, in fact, result in any return of additional funds to AIC.  AIC suggests that 
Mr. Effron has simply misunderstood the facts; as this transfer had zero effect on rate 
base.  AIC notes that Staff witness Everson agreed that the evidence showed that the 
net ADIT included in rate base from this transfer was zero, therefore an adjustment is 
not necessary. 
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 AIC submits that the problem seems to be that Mr. Effron focuses exclusively on 
one item, when that item was only one part of the accounting necessary to 
accommodate CIPS’ purchase of UE’s assets.  When CIPS purchased the UE property, 
AIC asserts that it did so at net book value, so no book-tax difference and no ADIT 
resulted, however since 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, to 
account for the overall lack of book-tax difference, CIPS set up a corresponding “contra-
deferred tax liability" in Account 190, so that net deferred taxes at the date of the 
purchase on CIPS books was zero.  
 
 AIC opines that Mr. Effron is attempting to zero out an ADIT entry that has 
already been zeroed out, and his recommendation is in essence an attempt at double-
counting.  AIC notes that 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.  AIC argues that making AG/AARP’s 
reduction would not correct any error; it would commit one, by understating rate base. 
 
 AIC claims that 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, as there is not just one entry.  As AIC witness Stafford explained, Mr. 
Effron did not consider the other journal entries presented in the 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.  AIC states that 
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, therefore the net ADIT 
effect, was zero.  If AG/AARP will insist on reversing the entries to Account 190, then 
AIC suggests that 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, AIC notes that such asymmetry would be inappropriate and unfair, thus it must 
be rejected. 
 
 AIC notes that Mr. Effron offered no response to these issues in his rebuttal 
testimony, but rather simply reiterated his previously stated position on this issue.  AIC 
avers that this simply ignores the fact that the only challenged entry has already been 
zeroed out, therefore this proposed adjustment is unfounded. 
 

b. Staff Position 
 
 Staff recommends that the Commission accept AIC’s position that no adjustment 
to ADIT related to CIPS' purchase of certain assets from UE, referred to as “Metro 
East,” is necessary in this proceeding.  Staff agrees with AIC’s assessment of the issue, 
noting that this issue was addressed in Docket No. 12-0001 and in that case, the 
Commission found that no adjustment was necessary. (See Docket No. 12-0001, 
September 19, 2012 Order at 69) 
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 Staff notes that AG/AARP proposes an adjustment to ADIT related to CIPS’ 
purchase of certain depreciable assets in the Metro East service area.  Staff opines that 
AG/AARP posits that CIPS “stepped up” the tax basis of the assets to their book value 
which eliminated the deferred tax impact, thus the ADIT should follow the assets, 
without any offset.  Staff states that AIC's response is that there was no net ADIT 
balance on the books at the time of the purchase of the property by CIPS and that the 
purchase was at an amount equal to UE's net book value of the assets.  Thus, AIC 
claims that for book purposes the accounting entries reflected the book value of the 
assets, depreciation reserve and ADIT as they were on UE’s records prior to the sale.  
Staff agrees with AIC that no adjustment to ADIT is necessary since the record 
evidence is consistent with that provided in Docket No. 12-0001.  
 

c. AG/AARP Position 
 
 AG/AARP state that the balance of ADIT related to “tax depreciation step-up 
basis Metro” represents certain tax depreciable assets to AIC companies back in 2005, 
when UE transferred certain tax depreciable assets to CIPS.  AG/AARP claim that 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.  AG/AARP note that 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 note that in response to Staff DR DLH 12.01 in Docket No. 12-0001, 
AIC provided the journal entry to record the transfer of the Metro assets from UE to 
CIPS, which shows the offsetting entries to Account 190 were credits to Account 411.  
AG/AARP state that Account 411 is an income statement account (credits to deferred 
income tax expense), thus, what AIC did at the time of the transfer of the Metro assets 
was to book offsetting entries to deferred tax assets and to income, in the form of a 
credit to deferred income tax expense.  AG/AARP claim that AIC is now seeking to 
include what remains of the deferred tax assets booked at that time in rate base, just as 
it did in Docket No. 12-0001.   
 
 AG/AARP witness Effron testifies that the balance of ADIT related to “tax 
depreciation step-up basis Metro” is not properly includable in AIC’s rate base.  Under 
AIC’s proposed ratemaking treatment, 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 was in the hands 
of the affiliate from whom the assets were purchased, and this would clearly be 
inappropriate.  Mr. Effron explains 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 AIC's rate base.  For ratemaking 
purposes, AG/AARP contend that the ADIT associated with the assets at the time of the 
transfer should follow the assets, without any offset, and the deferred tax debit balance 
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is, in effect, the other side of a gain booked at the time of the asset transfer.  AIC 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.  AG/AARP aver that elimination of the state and federal 
deferred ADIT on “tax depreciation step-up basis Metro” reduces AIC’s jurisdictional 
rate base by $6,263,000, as shown in AG/AARP Ex. 2.1, Schedule DJE-1.1. 
 
 AG/AARP note that the Commission rejected a similar adjustment proposed by 
Mr. Effron in AIC’s first formula rate case, however, they believe the Commission should 
re-visit that finding in light of the evidence in this docket.  AIC, for example, argues that 
the net ADIT for this item included in the AIC rate base is zero --  that the debit balance 
of ADIT in Account 190 is offset by an equal amount of credit balance of ADIT in 
Account 282.  AG/AARP claim that this response misses the point of Mr. Effron’s 
proposed adjustment, as the fact is that there were related ADIT on the books of UE at 
the time of the transfer to UE.  For ratemaking purposes, AG/AARP argue that 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 was in the hands of the 
affiliate from whom the assets were purchased, and this would clearly be inappropriate.  
AG/AARP submit that the issue here is not what is presently on AIC’s books, but rather 
whether what is on AIC’s books is appropriate for ratemaking. 
 

d. CUB Position 
 
 CUB supports the adjustment proposed by AG/AARP witness Effron related to 
“tax depreciation Step-Up Basis Metro.”  CUB notes that this ADIT balance is the result 
of the 2005 transfer of UE tax depreciable assets to CIPS; a transfer that CUB states 
did not result in any payment of taxes at the time of the transfer, and which did not 
result in any increase to the net value of those assets included in AIC's rate base.  CUB 
notes that there were related ADIT on the books of UE at the time of the sale.  For 
ratemaking purposes, CUB argues that the ADIT associated with the assets at the time 
of the transfer should follow the assets, without any offset.  If there is no entry to 
Account 190 to offset the credit balance of ADIT, CUB opines that 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 - clearly 
an inappropriate result.  CUB recommends that the Commission adopt the AG/AARP 
adjustment of $6.263 million. 
 

e. Commission Conclusion 
 
 The Commission notes that each party contesting this issue has maintained the 
position they held in Docket No. 12-0001.  AIC contends that it properly accounted for 
the item in question, with which Staff agrees.  AG/AARP, supported by CUB, argue that 
an additional adjustment is necessary to properly account for the transfer, and 
recommend that a rate base adjustment of $6.263 million should be adopted by the 
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Commission.  The Commission further notes that this issue was decided in favor of AIC 
and Staff in Docket No. 12-0001. 
 
 The Commission is not persuaded by AG/AARP and CUB that there is a need for 
an additional accounting adjustment with regard to the acquisition of assets by CIPS 
from UE. The Commission agrees with AIC and Staff that to adopt AG/AARP’s 
proposed adjustment for a reduction to Account 190 without corresponding adjustments 
to other accounts would understate rate base.  Moreover, the Commission finds that 
AG/AARP and CUB have offered no reason to treat this issue differently in this case 
than it was treated in Docket No. 12-0001.  Therefore, the Commission rejects 
AG/AARP’s recommendation, and finds that based on the evidence presented in this 
proceeding, AIC has properly accounted for this issue, and there is no need for any 
additional adjustment. 
 

5. Cash Working Capital 
 

The Commission notes that AIC has included $13,607,000 for CWC in rate base 
in this proceeding.  AIC’s CWC calculation is based upon a lead/lag methodology 
developed in the testimony and supporting workpapers of AIC witness Heintz in Docket 
No. 12-0001.  AIC states that 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 CWC. 
Various parties to this proceeding contest certain aspects of AIC’s CWC calculation.  
 

a. Pass Through Taxes Revenue Lag 
 

i. AIC Position 
 
 AIC recognizes that the Commission set the revenue lag for pass through taxes 
at zero days in Docket No. 12-0001; however, AIC maintains its position on this issue in 
this proceeding.  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 
CWC calculation.  AIC submits that this reflects the actual treatment of pass-through tax 
collections and remittances by AIC, although Staff witness Kahle and AG witness 
Brosch recommend that the revenue lag period associated with pass-through taxes 
included in AIC’s CWC determination be set to zero days.   
 
 AIC contends that the crux of the dispute with respect to the EAC is whether 
AIC’s CWC 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 notes that its CWC 
amounts reflect the latter, which it indicates 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 that proceeding.  AIC states that Mr. Kahle acknowledged at hearing that, 
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under AIC’s actual remittance practice, AIC only has access to the EAC funds for four 
days and the MUT funds for only 14 days.  AIC submits that the CWC calculation should 
reflect this, and the Commission should continue to utilize AIC’s actual remittance 
practice, as it did in Docket No. 11-0282.   
 
 AIC contends that 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.  AIC claims that 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. AIC notes that Mr. Kahle conceded at hearing that the facts at issue 
are the same between this case and the gas case.  AIC states that its gas and electric 
operations are both part of the same utility, and 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.  AIC also claims that it has not modified its EAC remittance 
schedule since the Commission’s decision in Docket No. 11-0282, and it is illogical for 
the Commission to disregard its decision in Docket No. 11-0282.  
 
 Moreover, as AIC witness Heintz explained, not all utilities treat pass-through 
taxes in a similar manner.  AIC complains that Staff does not examine differences in 
remittance practices between AIC and ComEd.  For example, AIC states that the record 
in this case makes clear that AIC would incur time and expense to change its remittance 
timing for the EAC, while there is no evidence that ComEd would incur similar time and 
expense to change its remittance practices. 
 
 AIC urges the Commission to 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 maintains that its analysis accurately reflects the actual timing of the billing, 
collection, processing, and bank float associated with customers’ payments during the 
test year. 
 

ii. Staff Position 
 
 Staff notes that the Commission found in Docket No. 12-0001 that the revenue 
lag for pass-through taxes should be zero. (September 19, 2012 Order at 14)  Staff 
recommends that the Commission disallow a revenue lag for pass-through taxes in this 
case as well.  Staff states that CWC is the amount of funds needed from investors to 
fund day-to-day utility operations and utilities are allowed to earn a return on those 
funds; however, some funds used for daily operations are actually provided by 
ratepayers and no return should be provided on those funds.  To ensure no return is 
earned on customer-provided funds, Staff notes that these dollars are subtracted from 
CWC, with pass-through taxes being an example of funds provided by ratepayers.  Staff 
states that utilities are required to collect the pass-through taxes from ratepayers and 
remit the pass-through taxes to the taxing body within 20 to 30 days after collection from 
ratepayers.  Because pass-through taxes are funded by ratepayers, Staff argues that 
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the utility has no investment in pass-through taxes on which ratepayers should pay a 
return through increased CWC. 
 
 Staff submits that its position is also consistent with the Commission’s Orders in 
both AIC’s most recent electric rate case (Docket Nos. 09-0306/0307/0308, April 29, 
2010 Order at 54) and the ComEd formula rate case, the only other formula rate case 
with a Order that has come before the Commission. (Docket No. 11-0721, May 29, 2012 
Order at 45)  Staff notes that while AIC and ComEd do not operate in the same service 
territories, they both operate under the same State statutes for EAC.  Staff opines that it 
would be unreasonable for a formula rate to incorporate a different lag for the same tax 
in a formula that should, for the most part, be consistent.   
 

iii. AG/AARP Position 
 
 AG/AARP propose to set to zero the revenue lag days associated with pass-
through charges for EAC, MUT, and Gross Receipts Taxes.  AG/AARP argue this is 
necessary because pass-through taxes are completely ratepayer funded, and they have 
no CWC impact because the inflows and outflows earmarked for these taxes occur after 
taxable revenues have been collected by the utility.  Thus, AG/AARP state that no utility 
cash flow issue arises for the utility, since the taxes are not required to be paid until 
after the customer revenues that cover this pass-through expense are collected.  
 
 AG/AARP note that the Commission has repeatedly concurred with the rationale 
that supports the AG/AARP CWC adjustment, and the facts in this docket should not 
alter that conclusion.  In Docket No. 12-0001, the Commission concluded: 
 

The Commission agrees with Staff and the other parties that the proper 
revenue lag associated with these items should be zero days.  The 
Commission recognizes that in Docket No. 11-0282 it had granted AIC 
revenue lag days in its CWC calculation for these items, and indicated that 
it would revisit this issue if AIC changed the manner in which it handled 
these items.  The Commission also recognizes that in ComEd's formula 
rate case, in addressing this same issue, the revenue lag days were set at 
zero, despite ComEd's reliance on Docket No. 11-0282.  The Commission 
believes that consistency between the relevant utilities in the smart grid 
dockets is an important consideration to take into account.  The 
Commission therefore finds that the appropriate revenue lag days for this 
issue should be zero, as recommended by Staff, IIEC, AG/AARP, and 
CUB. (September 19, 2012 Order at 14) 

 
The citation above is to the Commission’s May 29, 2012 Order in the ComEd formula 
rate case, Docket No. 11-0721.  Likewise, in Docket No. 10-0467, the Commission 
found that pass-through taxes should not be assigned a revenue lag because they are 
payable after revenues are collected from customers, stating in the Order: 
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The Commission agrees with Staff’s interpretation as to the EAC/REC and 
GRT/MUT tax issues. For the EAC/REC tax, the utility shall remit all 
moneys received as payment to the Illinois Department of Revenue by the 
20th day of the month following the month of collection. Under the 
GRT/MUT tax, this ordinance requires ComEd to file a monthly tax return 
to accompany the remittance of such taxes, due by the last day of the 
month following the month during which such tax is collected.  Both the 
statute and ordinance requires ComEd to remit these pass-through taxes 
after they have been collected from customers.  ComEd stated in its briefs 
that the Company correctly pays these taxes in the month following 
activity that occurs in a prior “tax liability” month.  The Commission 
concludes that the CWC calculation for GRT/MUT pass-through taxes 
should reflect zero revenue lag days and 44.21 expense lead days and 
zero revenue lag days and 35.21 expense lead days for EAC/REC pass-
through taxes as supported by Staff. (May 24, 2011 Order at 48)  

 
 AG/AARP note that in its Initial Brief, AIC argues that 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 Initial Brief at 16)  AIC suggests that its CWC amounts reflect the 
latter. 
 
 AG/AARP state, however, that the Commission has repeatedly rejected that 
argument, recognizing that ratepayers should not incur higher rates simply because AIC 
chooses to assume that its responsibility to pay these taxes exists when service is 
rendered rather than when revenues are actually collected.  Instead, pass-through taxes 
are not included in AIC’s revenues but instead represent funds provided by ratepayers.  
(See Docket No. 12-0001 September 19, 2012 Order at 14; Docket No. 11-0721, May 
29, 2012 Order at 45-46; Docket No. 10-0467, May 24, 2011 Order at 48)  AG/AARP 
state that the Commission found that pass-through taxes should not be assigned a 
revenue lag because they are payable after revenues are collected from customers, and 
the facts have not changed in this docket.  AG/AARP urge the Commission to adopt Mr. 
Brosch’s well-reasoned adjustment to the AIC CWC calculation to reflect a zero revenue 
lag attributable to the pass-through taxes at issue. 
 
 AG/AARP assert that the facts regarding the timing of statutory tax due dates 
and customer financing of these amounts have not changed in this docket, noting that 
the rationale supporting this adjustment was also debated in Docket No. 12-0001.  
AG/AARP opine that AIC has presented no evidence to suggest that the required 
statutory filing date has changed, with AIC witness Heintz testifying that he knows of no 
change in state or federal tax law or regulation that has occurred recently that would 
modify the terms under which the EAC or MUT taxes are assessed and paid.  AG/AARP 
note that Mr. Heintz further testifies that AIC’s payment of those taxes occurred after the 
receipt of the revenues from ratepayers.  AG/AARP argue that the evidence fully 
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supports Mr. Brosch’s adjustment related to pass-through taxes to the CWC calculation, 
as shown in AG/AARP Ex. 3.1 at 2. 
 

iv. Commission Conclusion 
 
 The Commission notes that the rationale regarding this proposed adjustment by 
Staff and AG/AARP was fully debated in Docket No. 12-0001 and the adjustment 
proposed by Staff and AG/AARP was adopted in that proceeding.  The Commission 
believes that the facts regarding the timing of statutory tax due dates and customer 
financing of these amounts have not changed in this docket.  Staff and AG/AARP 
contend that the evidence shows that pass-through taxes are (1) completely ratepayer 
funded, and (2) have no CWC impact because the inflows and outflows earmarked for 
these taxes occur after taxable revenues have been collected by the utility.  Staff and 
AG/AARP contend that no utility cash flow issue arises for the utility, since the taxes are 
not required to be paid until after the customer revenues that cover this pass-through 
expense are collected.  
 
 AIC argues that in its last gas rate case, Docket No. 11-0282, the Commission 
noted it would revisit the issue if AIC alters its EAC remittance schedule.  AIC contends 
that the evidence presented in this proceeding shows that AIC has not altered its 
remittance schedule.  AIC submits that its analysis accurately reflects the actual timing 
of the billing, collection, processing and bank float associated with customers’ payments 
during the test year, therefore the Commission should reject the proposed zero days 
revenue lag attributed to pass-through taxes in favor of the 34.54 revenue lag supported 
by AIC. 
 
 As Staff and AG/AARP point out, the Commission has repeatedly concurred with 
the rationale that supports the proposed CWC adjustment, and the facts in this docket 
do not support a different conclusion.  In Docket No. 12-0001, the Commission 
concluded: 
 

The Commission agrees with Staff and the other parties that the proper 
revenue lag associated with these items should be zero days.  The 
Commission recognizes that in Docket No. 11-0282 it had granted AIC 
revenue lag days in its CWC calculation for these items, and indicated that 
it would revisit this issue if AIC changed the manner in which it handled 
these items.  The Commission also recognizes that in ComEd's formula 
rate case, in addressing this same issue, the revenue lag days were set at 
zero, despite ComEd's reliance on Docket No. 11-0282.  The Commission 
believes that consistency between the relevant utilities in the smart grid 
dockets is an important consideration to take into account.  The 
Commission therefore finds that the appropriate revenue lag days for this 
issue should be zero, as recommended by Staff, IIEC, AG/AARP, and 
CUB. (September 19, 2012 Order at 14) 
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 The Commission also agrees with Staff that while AIC and ComEd do not 
operate in the same service territories, they both operate under the same State statutes 
for EAC.  The Commission agrees that it would be unreasonable for a formula rate to 
incorporate a different lag for the same tax in a formula that should, for the most part, be 
consistent. 
 
 The Commission finds that the evidence presented in this proceeding supports 
the recommendations of Staff and AG/AARP to adopt the use of zero lag days for pass-
through taxes.  The Commission finds the proposal of Staff and AG/AARP to be 
reasonable based on the evidence presented, and it is therefore adopted for this 
proceeding. 
 

b. Revenue Collection Lag 
 

i. AIC Position 
 
 AIC notes that the Order in Docket No. 12-0001 rejected AG/AARP’s 
recommendation to not utilize AIC’s actual aged receivable methodology, and suggests 
that 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.  While AG/AARP witness Brosch continues to criticize AIC’s analysis because 
of its “unsubstantiated assumptions,” and “assumed, rather than proven, dates when 
customers, on average, actually remit payments of their utility bills,” 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.  AIC notes that in its Order in Docket No. 11-0721, the 
Commission approved ComEd’s use of a midpoint methodology in its initial formula rate 
proceeding. (May 29, 2012 Order at 41-42)  AIC states that the Commission found AIC 
had adequately considered the issue presented in calculating the collection lag in 
Docket No. 12-0001, and AIC recommends that the Commission find so again in this 
proceeding, and should reject AG/AARP’s recommendation on this issue.  
 
 While Mr. Brosch 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; AIC contends that these proposals should be 
rejected as unnecessary.  AIC first notes that a customer remittance analysis, which 
analysis examines the timing of actual payments made by customers, to calculate the 
collections lag should not be used.  While this analysis would seem to be reasonable; 
AIC contends that 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.  AIC 
also opines that the additional studies proposed by Mr. Brosch would result in additional 
cost, 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.  AIC notes that the Commission also rejected Mr. 
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Brosch's proposal in Docket No. 12-0001, indicating that his 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.” 
(September 19, 2012 Order at 25)  AIC Asserts this it has calculated its proposed 
collection lag using actual data, and a methodology approved by the Commission, and 
Mr. Brosch’s proposals should be rejected. 
 

ii. Staff Position 
 
 Staff supports the collection lag days as proposed by AIC.  Staff recommends 
that the Commission not set revenue lag at 21 days as proposed by AG/AARP witness 
Brosch.  Staff notes that Section 735.160(a)(2) of the Illinois Administrative Code (83 Ill. 
Adm. Code 735.160(a)(2)) establishes that the number of days between the date the 
utility customer receives the bill and the due date for payment of the bill must not be 
less than 21 days.  Staff complains that this rule, however, does not reflect the actual 
collection lag which has been calculated by AIC in a lead/lag study in a manner 
consistently accepted by the Commission. 
 

iii. AG/AARP Position 
 
 AG/AARP continue to support Mr. Brosch’s proposed adjustment to the Revenue 
Collection Lag component of the AIC CWC calculation.  AG/AARP state that the 
evidence in this docket shows that AIC continues to rely upon a CWC study that 
includes no specific analysis of the timing of customer accounts receivables – a critical 
component of any evaluation of the timing of AIC remittances and collection of revenues 
– despite AIC’s concurrence that the revenue collection lag is one of the most important 
components of the CWC study.   
 
 The Commission’s Order in Docket No. 12-0001 followed the precedent of the 
Commission’s decision in Docket No. 11-0721 in rejecting the AG/AARP Revenue 
Collection Lag adjustment.  However, AG/AARP complain that reliance on the Orders in 
those dockets as a basis for rejecting Mr. Brosch’s adjustment to the AIC Revenue 
Collection Lag is misplaced.  AG/AARP claim that  Mr. Brosch’s proposed adjustment in 
this docket incorporates the very same “grace period” insertion – which are based on 
Commission rules requiring that bill due dates for residential service can not be less 
than 21 days after the delivery date on the bill  -- that was adopted by the Commission 
in the ComEd docket.   
 
 While AIC claims that the Commission’s decision in Docket No. 11-0721, which 
cites a prior Commission decision in Docket No. 10-0467, is reason enough for 
dismissing Mr. Brosch’s proposed adjustment, contrary to AIC’s representations, 
AG/AARP claim that the Commission’s decisions in Docket Nos. 10-0467 and 11-0721 
instead support adoption of Mr. Brosch’s Revenue Collection Lag adjustment. 
 
 AG/AARP claim that the record evidence supports Mr. Brosch’s Revenue 
Collection Lag adjustment, noting that AIC witness Heintz presented no new evaluation 
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of AIC’s cash flows, instead relying on the study that was the basis for AIC’s CWC 
calculation in Docket No. 12-0001.  AG/AARP state that AIC's approach grouped the 
account receivables balances into aging buckets including current, 30 to 60 days, 60 to 
90 days, and over 90 days bucket, and for each of the first three buckets of receivables, 
a midpoint is used in the calculation, purportedly to represent an undetermined average 
payment date for accounts receivables.  AG/AARP claim that the midpoint methodology 
assumes that customer payments occur ratably over the course of a month, which is to 
say that as many customers are expected to pay their utilities before the midpoint period 
as will pay after the midpoint period.  AG/AARP note that these assumptions are made 
despite the fact that neither Mr. Heintz nor any AIC employee conducted any kind of 
analysis to determine if the midpoint is, in fact, the average remittance day for each of 
the 30-day aging buckets for the accounts receivables.  AG/AARP claim that this 
midpoint assumption practice continues despite the fact that if the actual average 
payment date is even a single day off of the midpoint; the dollar effect is approximately 
over $1 million per day off the midpoint.  
 
 In addition to the use of this unsupported, random methodology, AG/AARP claim 
that the evidence shows that AIC failed to incorporate any grace period in the 
calculation of the Revenue Collection Lag, contrary to the ComEd methodology adopted 
repeatedly by the Commission.  In order to inject a measure of conservatism to this 
random, midpoint assumption methodology, Mr. Brosch inserted the same grace period 
customer remittance assumptions that were previously adopted by ComEd and that 
were approved by the Commission in Docket Nos. 10-0467 and 11-0721.  AG/AARP 
aver that this grace period assumption is consistent with the Commission’s requirement 
under Commission rules that bill due dates for residential service can not be less than 
21 days after the delivery date on the bill. (83 Ill. Adm. Code 280.90)  AG/AARP note 
that no late payment charges can be assessed until utility service becomes past due 
under these limitations.  AG/AARP assert that these same due date grace periods that 
are specified in the Commission’s rules and previously adopted for ComEd in Docket 
Nos. 10-0467 and 11-0721, should be incorporated into the Revenue Collection Lag 
component of the AIC CWC calculation.  AG/AARP state that incorporation of this 
adjustment in the AIC CWC calculation reduces the Revenue Collection Lag Days 
number from 49.75 days to 41.12 days, as shown on AG Ex. 3.1, page 2, and it should 
be adopted by the Commission. 
 

iv. Commission Conclusion 
 
 The Commission notes that AIC has proposed a revenue collection lag of 30.67 
days, indicating that it calculated the collection lag using an analysis of actual aged 
receivables data, which was then adjusted to reflect potentially uncollectible 
receivables.  AIC contends that the method it used in this docket is the same method 
approved by the Commission in Docket Nos. 09-0306 et al. (Cons.) and 12-0001.  AIC 
objects to the methodology proposed by AG/AARP, noting that the record in this 
proceeding provides no evidence that the adjustment proposed by ComEd in its docket 
has any applicability to AIC or its customers' payment patterns.  AIC also recommends 
that the Commission not accept AG/AARP's recommendation for future proceedings, 
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contending that the analysis would be biased toward customers that pay on time and 
either ignores or penalizes AIC for customers that have outstanding balances.  AIC also 
suggests that AG/AARP's proposal would entail additional costs, without any showing 
that it would produce a materially better result.  The Commission also notes that Staff 
supports AIC's calculation on this issue. 
 
 AG/AARP, however, complain that AIC is assuming, rather than proving, the 
dates on which customers actually paid their bills, therefore AG/AARP suggest that 
AIC's calculation is lacking.  AG/AARP propose that AIC’s lead lag study be modified to 
incorporate revision of AIC’s estimated revenue collection lag to insert reasonable grace 
period assumptions, as were used in ComEd’s calculations approved by the 
Commission in Docket No. 10-0467.  AG/AARP contend that the impact of revising 
AIC's collection lag and overall revenue lag for the effects of billing grace periods, using 
ComEd's methodology, is significant.  AG/AARP state that the collection lag of 30.67 
days in AIC's study would be reduced from 30.67 to 22.04 using the ComEd 
assumptions.  AG/AARP contend this would result in a revised overall revenue lag of 
41.12 days, as compared to AIC's proposed 49.75 day revenue lag.  AG/AARP also 
recommend that the Commission order AIC to either conduct a daily accounts 
receivable turnover analysis or use a statistically valid sample of customers' actual 
remittances in future filings.  The Commission notes that CUB supports AG/AARP's 
recommendation. 
 
 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 Commission notes that the 
method used is the same as that accepted by the Commission in Docket Nos. 09-0306 
et al. (cons.) and 12-0001.  The Commission also will 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 will also decline to accept 
AG/AARP's recommendation to incorporate a grace period into the calculation of CWC 
on this issue. 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. 
 

c. Income Tax Expense Lead and Lag 
 

i. AIC Position 
 
 AIC notes that the Order in Docket No. 12-0001 found that AIC’s utilization of 
statutory tax rates and payment dates when determining CWC is consistent with 
Commission practice of not considering current and deferred income taxes separately 
for the purposes of calculating CWC. (September 19, 2012 Order at 29)  AIC states that 
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 
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expense for revenue requirement purposes.  As such, AIC does not distinguish between 
current and deferred tax expense for CWC purposes, nor does AIC include permanent 
tax differences in its income tax expense calculation.   
 
 AIC observes that AG/AARP witness Brosch recommends revenue lag and 
expense lead days be set at zero for income taxes in the CWC analysis.  AG/AARP 
note that the basis for his recommendation is that 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 CWC.   
 
 AIC suggests that not only is Mr. Brosch’s recommendation inconsistent with 
Commission practice, his proposal would also disrupt the balance between the 
ratemaking cost of service and the inputs to the CWC calculation.  AIC notes that the 
differentiation between current and deferred income tax expenses can swing between 
rate filings, reflecting then current tax laws; and suggests that 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.  AIC avers that 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.   
 

ii. Staff Position 
 
 Staff agrees with AIC that its suggested treatment of deferred income taxes for 
CWC is consistent with Commission practice.  Staff recommends that the Commission 
not accept the proposal of AG/AARP witness Brosch to set income tax lead and lag 
days to zero, noting that the Commission has a long standing practice of not 
considering current and deferred income taxes separately. 
 

iii. AG/AARP Position 
 
 AG/AARP note that Mr. Brosch’s restatement of AIC’s CWC calculation includes 
removal of deferred state and federal income tax expense, as these amounts – by 
definition -- represent non-cash items that do not belong in AIC’s CWC presentation.  
AG/AARP contend that it is appropriate to remove these amounts from the CWC 
calculation because CWC involves the study of cash flows and deferred income taxes 
involve no cash flows because they are “deferred” rather than being paid to taxing 
authorities, and there can be no payment lead days or CWC impact if there is no 
payment.  While AIC responds that it has a long-standing practice of employing 
statutory tax rates and payment dates when calculating its income tax expense for 
revenue requirement purposes, therefore AIC does not distinguish between current and 
deferred tax expense; AG/AARP argue that this misses the point with regard to cash 
flows.  As explained by AG/AARP witness Brosch, there is a difference between 
“calculating income tax expense” and CWC associated with income taxes.  AG/AARP 
aver that the distinction is that AIC’s use of statutory tax rates to calculate income tax 
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expense does not create a cash payment, noting that all of AIC’s calculated income tax 
expenses are deferred on AIC’s balance sheet, adding to AIC’s ADIT balances instead 
of being remitted to taxing authorities. 
 
 AG/AARP aver that the notion that deferred taxes represent non-cash expenses 
(and therefore should be omitted from CWC calculations) is not an anomaly, noting that 
AIC Schedule C-4, page 6, which details AIC’s recorded currently payable federal 
income taxes, shows negative amounts of currently payable cash income taxes in each 
of the years 2008 through 2011.  Likewise, AG/AARP state that AIC’s recorded currently 
payable state income taxes ("SIT") have been negative in all these historical years 
except for 2009. 
 
 While AIC contends that the differentiation between current and deferred income 
tax expenses can swing between rate cases, reflecting then current tax laws, and argue 
that the use of statutory tax rates and payment dates maintains a consistent treatment 
of income tax expense for ratemaking purposes; AG/AARP opine that history does not 
support this notion of “swings” between rate cases, and certainly does not justify 
including non-cash expenses in a CWC presentation.  AG/AARP aver that AIC’s 
Schedule C-4 indicates remarkable consistency in paying no current taxes historically, 
while recording only deferred income tax expenses, and there are no apparent “swings” 
toward currently payable income taxes expected in the near future.  AG/AARP note that 
Ameren has announced in its SEC Form 10Q filings that its NOL tax carry forwards 
should prevent it from actually paying federal income taxes until 2014. 
 
 AG/AARP argue that even if AIC's concern about future “swings” in the mix of 
current versus deferred income tax expense amounts is valid, formula ratemaking 
provides an opportunity to annually update the relevant calculations to revise total 
income tax expense for all of the impacts.  AG/AARP suggest that there simply is no 
valid basis for including deferred taxes that have not and will not be paid out to the state 
and federal governments in the near future as a remittance in a CWC calculation.  In 
addition, AG/AARP assert that it is always necessary to isolate and exclude non-cash 
expenses such as depreciation expense, amortization expense, and deferred income 
taxes when calculating CWC, with which Mr. Heintz agreed.  AG/AARP contend that 
only cash expenses belong in lead lag studies, and deferred income taxes are not cash 
expenses. 
 
 AG/AARP opine that Commission precedent likewise favors adoption of the 
AG/AARP recommendation on this point, noting that ComEd’s income tax posture is 
similar to AIC, where large income tax deductions have caused more than 100% of 
ratemaking income tax expense to be in the form of deferred, rather than currently 
payable, income taxes.  In its Order in the ComEd formula rate proceeding, Docket No. 
11-0721, AG/AARP note that the Commission approved inclusion of the negative 
amount of currently payable SIT and Federal Income Tax expense, at lines 26 and 27 of 
the CWC calculation, and reduced the “Total Receipts” subject to the revenue lag at 
lines 1 and 6 for such negative currently payable income tax outlays, and no amounts of 
deferred state or federal income taxes were included.  
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 AG/AARP submit that AIC itself recognizes that deferred income taxes are non-
cash expenses in its published financial statement, noting that in Ameren’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 but do not require cash 
outflows.  AG/AARP aver that this acknowledgement of depreciation and deferred 
income taxes as non-cash expenses can also be observed in AIC’s filed WPD-7, page 
10, lines 4 and 2, where 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 argue that only “currently payable” income taxes involve any cash 
outflows that should be included in the lead lag study, and since AIC is not currently 
paying income taxes, and has calculated negative current income tax expenses in its 
rate filing, there should be no CWC impact from income taxes.  AG/AARP suggest that 
this result is best accomplished by setting the lag values to zero, as shown in AG/AARP 
Ex. 3.1, page 2, line 18.  Alternatively, AG/AARP do not object to the treatment applied 
by the Commission to ComEd’s income tax posture which was 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.   
 

iv. Commission Conclusion 
 
 The Commission notes that on the issue of income tax lead and lag, AIC 
contends that it utilized statutory income tax rates and payment dates when determining 
CWC.  AIC believes that this is consistent with Commission practice of not considering 
current and deferred income taxes separately when calculating CWC.  AIC believes that 
AG/AARP's proposal to set the revenue lag and expense lead days at zero for income 
taxes because AIC's current income taxes are substantially negative, and more than 
100% of AIC's 2011 income taxes are actually non-cash deferred income taxes, is not 
only inconsistent with Commission practice, but would disrupt the balance between the 
ratemaking cost of service and the inputs to the CWC calculation.  The Commission 
notes that Staff recommends the Commission adopt AIC's position on this issue, as it is 
consistent with past Commission practice. 
 
 The Commission notes that AG/AARP recommend that the Commission set the 
revenue lag days and the expense lead days at zero, since AIC's adjusted income taxes 
currently payable are negative.  AG/AARP contend that since more than 100% of AIC's 
test year income taxes are actually non-cash deferred income taxes, there is no current 
period cash flow that could contribute to CWC.  AG/AARP state that the approach it 
recommends was the method adopted by the Commission in Docket No. 11-0721.  CUB 
also recommends that the Commission set the revenue lag and expense lead values to 
zero due to AIC's 2011 adjusted income taxes being substantially negative, asserting 
that this is consistent with Docket No. 11-0721. 
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 In response, AIC argues that in contrast to ComEd, AIC calculates income tax 
expenses based on statutory rates, while ComEd calculates its income tax expense 
based on actual rates.  AIC asserts that as the two methodologies are not aligned, it 
would be inappropriate to impose the method in the ComEd docket on AIC. 
 
 The Commission finds that AIC, as supported by Staff, has proposed the 
appropriate method in this docket for determining the appropriate income tax lead and 
lag.  The Commission agrees that it has a long-standing practice of not considering 
current and deferred income taxes separately.  The Commission finds no evidence has 
been presented in this proceeding to cause it to vary from this treatment.  The 
Commission recognizes that a different result was adopted in the ComEd docket, 
Docket No. 11-0721; however, the Commission recognized in its Docket No. 12-0001 
Order that ComEd and AIC calculate income taxes using different methodologies.  The 
Commission reiterates that should those methodologies align in the future, or new 
evidence be presented, the Commission will re-visit this issue in future proceedings. 
 
VI. OPERATING EXPENSES 
 

A. Uncontested Issues 
 

1. Athletic Ticket/Event Expense 
 
 AIC voluntarily removed from the revenue requirement $127,000 associated with 
corporate sponsorships of athletic events.  The total electric jurisdictional amount 
removed from the revenue requirement is $123,000.  While Staff agrees with AIC's 
removal of this amount, it only reflects a portion of the total amount of AIC corporate 
sponsorships that Staff asserts should be disallowed for recovery, as discussed 
elsewhere in this Order.  The Commission finds the agreed-to adjustment removing 
costs for athletic tickets and events appropriate and adopts it. 
 

2. Regulatory Commission Expense - Docket No. 11-0279 
 
 Staff recommends 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.  AIC agrees not to pursue recovery of the cost.  The Commission 
finds the adjustment appropriate and adopts it. 
 

3. Edison Electric Institute Membership Dues Allocated to 
Lobbying 

 
 AG/AARP and Staff recommend an adjustment to remove from the revenue 
requirement the portion of AIC's Edison Electric Institute ("EEI") association dues 
allocable to lobbying activities.  AIC agrees to the removal of $115,000 ($123,000 
before jurisdictional allocations) as the portion of EEI dues associated with lobbying 
activities.  In addition, AIC removed $59,000 ($64,000 before jurisdictional allocations) 
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for the cost of labor for three employees with lobbying responsibilities.  The Commission 
finds the adjustments appropriate and adopts them. 
 

4. e-store Costs 
 
 Staff, AG/AARP, and CUB all propose an adjustment to remove $8,473 
representing the electric portion of expenses associated with the Ameren online 
employee e-store that were allocated to AIC.  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.  Based on the Commission’s decision in Docket No. 12-0001, however, AIC now 
agrees with the proposed adjustment and has reflected the disallowance in the 
schedules attached to its Initial Brief as Appendix A.  The Commission finds the 
adjustment appropriate and adopts it. 
 

5. "Focused Energy. For Life." Costs 
 
 In response to disallowances CUB proposes, AIC agrees to remove $17,182 of 
costs associated with its campaign called “Focused Energy. For Life.” ("FEFL").  While 
Staff agrees that this amount should be removed, it only reflects a portion of the entire 
cost of the campaign with which Staff takes issue.  The remaining costs of this 
campaign are a contested issue discussed elsewhere in this Order.  Furthermore, AIC 
agrees to remove an additional $4,983 of jurisdictional electric distribution costs for a 
CoreBrand, LLC ("CoreBrand") consultant that should not have been included in this 
case as a cost to ratepayers since the research initiative led by CoreBrand was aimed 
at determining a relationship to shareholder value.  Staff agrees that this adjustment 
should be made.  The Commission finds the adjustments appropriate and adopts them. 
 

6. Employee Book Purchases 
 
 Staff proposes to disallow a specific purchase card ("P-Card") charge of $4,387 
for copies of the book Strength & Compassion for AIC employees.  Although AIC 
considers the purchase of these books to be a reasonable business expense, it agrees 
to remove the expense from the revenue requirement.  The Commission finds the 
adjustment appropriate and adopts it. 
 

7. Other Expenses 
 
 AIC voluntarily removed from the revenue requirement $31,609 representing the 
cost of nineteen items listed in AIC Ex. 14.3.  The expenses include costs for holiday 
cards, a banking ad for Ameren Energy Management banking, a communication for 
Energy Resource Group, street pole banners, photography of the Callaway Nuclear 
Plant, an updated display at Wilmore Lodge at the Lake of the Ozarks, allocated 
administrative costs to relocate an employee for commercial related work, allocated 
administrative costs for community related communication and information messaging 
on renewables, the editing of a clean air educational video for the Energy Learning 



  12-0293 

48 
 

Center, and other items.  The Commission finds the adjustment appropriate and adopts 
it. 
 

8. February 2011 Storm Event 
 
 AIC Ex. 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 Ex. 1.1, Schedule FR B-1, line 31 and App 5 in 
the 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 five years, with one-fifth of 
the cost included in operating expense in the amount of $1,590,000 and the remaining 
four-fifths, or $6,361,000, of the cost included in rate base, as further detailed in AIC Ex. 
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, AIC does not intend to 
continue the deferral and amortization of these costs in subsequent formula rate filings. 
The Commission notes that no party opposes this treatment.  The Commission finds the 
adjustment appropriate and adopts it. 
 

B. Contested Issues 
 

1. Account 909 - Informational and Instructional Advertising 
Expenses 

 
 Within the USOA followed by electric utilities subject to Commission jurisdiction is 
Account 909 - Informational and Instructional Advertising Expenses.  The USOA 
description of expenses recorded in Account 909 reads as follows: 
 

This account shall include the cost of labor, materials used and expenses 
incurred in activities which primarily convey information as to what the 
utility urges or suggests customers should do in utilizing electric service to 
protect health and safety, to encourage environmental protection, to utilize 
their electric equipment safely and economically, or to conserve electric 
energy. 

 
Staff, AG/AARP, and CUB recommend various disallowances of electric related 
expenses recorded in Account 909.  Other than those already agreed to and discussed 
above, AIC contends that none of the adjustments are warranted. 
 

a. Staff Position 
 

i. "Focused Energy. For Life." Costs 
 
 Staff recommends a disallowance of 100%, or $582,137, of the costs for AIC’s 
FEFL campaign on the grounds that the costs are for advertisements that promote the 
AIC corporate brand image.  AIC introduced the FEFL campaign in 2011.  Staff 
indicates that the FEFL campaign originated from AIC’s “Identity & Education Initiative,” 
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which was designed to “[c]reate stronger relationships with customers, communities, co-
workers and other stakeholders” and to “[e]ducate and inform stakeholders on issues of 
importance.” (Staff Ex. 8.0R-C at 14)   
 
 After reviewing the materials AIC provided to support the FEFL campaign (see 
AG/AARP Ex. 3.4), such as a picture of the Ameren sign at Busch Stadium in St. Louis, 
Staff asserts that the materials contain no safety, energy conservation, or reliability 
information.  Staff notes further that among the same materials is a discussion of the 
benefits of corporate branding, which includes the heading “Brand Investment Boosts 
Our Bottom Line” on page 17 of AG/AARP Ex. 3.4.  Staff argues that the FEFL 
campaign is more about the benefits of corporate branding and image building than it is 
about providing safety or instructional information.  The actual FEFL advertisements 
and documents, Staff continues, demonstrate that the advertisements are institutional 
corporate image building, rather than informational and instructional.  Examples of such 
"image building" advertisements in the FEFL campaign include “Powering a Strong 
Future” and “Employees bring ‘Focused Energy to Life,’" copies of which are available 
at CUB Ex. 1.3 at page 27 and page 28, respectively.  Staff states that these 
advertisements represent corporate image building and clearly contain no specific 
information on energy conservation, safety, or reliability. 
 
 Staff observes that in Docket No. 12-0001, the Commission found the following 
with regard to AIC's FEFL campaign: 
 

 Despite AIC’s arguments to the contrary, the Commission is not 
convinced that AIC’s brand related expenses are recoverable expenses.  
The types of activities that Staff and the intervenors describe are generally 
consistent with marketing efforts that fall under subsections (1)(c) and 
(1)(d) of Section 9-225.  How, for example, having customers pay for the 
development of the phrase "Focused Energy. For Life.", which is used in 
both Missouri and Illinois, benefits customers as AIC contends is unclear 
to the Commission.  Nor is it clear to the Commission why notice of the 
name change could not be handled through bill inserts, signage, websites, 
and call centers despite AIC's argument that such an effort could not be 
handled through such usual customer contacts.  Moreover, the suggestion 
that such branding expenses are apt to continue in the future conflicts with 
AIC's assertion that the branding study was necessary in light of the 
legacy companies merger.  For these and the reasons described by Staff 
and the intervenors, the Commission finds that AIC's brand related 
expenses should not be recovered from ratepayers. (September 19, 2012 
Order at 89) 

 
Staff believes that nothing has changed regarding the FEFL campaign in the few 
months since the Commission came to this conclusion.  Staff also offers that its position 
is consistent with the treatment this issue received in Docket Nos. 09-0166 and 09-0167 
(Cons.).  In that rate proceeding, Staff reports that Peoples Gas Light and Coke 
Company ("Peoples") and North Shore Gas Company's ("North Shore") Safety, 
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Reliability, and Warmth Campaign costs were fully disallowed.  Staff avers that a 
regulated utility has sufficient opportunity through normal communication channels, 
such as monthly billings, call center contacts, and its website, to advise customers of 
corporate name changes and other factual information and does not need to enhance 
the public image of its brand. 
 
 Staff recognizes that AG/AARP recommend in rebuttal testimony that the 
Commission allow 50% of FEFL costs since they find some safety information within the 
FEFL campaign.  Staff understands, however, that AG/AARP witness Brosch had 
limited time to review AIC's voluminous documents supporting its FEFL campaign costs. 
(See AG/AARP Ex. 3.0 at 38)  Staff finds the evidence that AG/AARP relied upon to 
recommend 50% recovery to hold little persuasive value and instead suggests that 
AG/AARP's observations do more to support a complete disallowance.  Staff 
recommends that the Commission adopt its position over that of AG/AARP. 
 

ii. Strategic International Consulting Fees 
 
 Staff recommends that the Commission disallow costs totaling $72,540 (electric 
jurisdictional) AIC paid to Strategic International Group LLC (“SIG”) that were not 
supported as advertising costs.  AIC Ex. 14.3 lists the payment to SIG and sets forth the 
customer benefit and description of the work.  AIC describes the customer benefit as 
“[c]lear and effective communication of customer assistance programs” and the work 
performed as “[c]onsultation on communication method and message.” (AIC Ex. 14.3 at 
16-17)  Staff observes that during cross-examination, AIC witness Pagel provided more 
information regarding the nature of the payments to SIG.  When asked what specifically 
AIC received from SIG for $15,000 a month from March through September of 2011, 
Staff quotes Ms. Pagel as responding, “Basically, his services were consulting service 
and just the ability to call him when we needed him; consulting services.” (Tr. at 147)  
Staff reports further that AIC's unsigned contract with SIG describes the "Scope of 
Project" as:  
 

From March 1, 2011 to February 29, 2012, Strategic International Group 
will provide consulting and management services specific to issues facing 
the Client in the areas of government relations and issues management.  
It is expressly understood that the Services under this contract shall not 
include any lobbying activities as defined by local, state and federal laws. 
(Staff Cross Ex. 3 at 23) 

 
Staff avers that nothing in these statements provides evidence of the associated costs 
being advertising expenses that are allowable under Section 9-225 of the Act.   
 
 Staff also points out that AIC waited until its surrebuttal testimony to offer support 
for its SIG expenses even though Staff proposed its disallowance in its direct testimony.  
Staff states that AIC's evidence provides generic and conflicting descriptions of the work 
that was to be performed by SIG.  The AIC purchase order authorizing the payment of 
funds to SIG indicates the work was to “[f]acilitate communications to diverse audiences 



  12-0293 

51 
 

for various customer related programs: EE and energy assistance in accordance with 
Scope of Work 1.” (See Staff Cross Ex. 3 at 1)  Staff observes, however, that nothing in 
the unsigned contract with SIG or the attached scope of work document references any 
work on energy efficiency, conservation, or customer programs.  Because the purchase 
order does not agree with the contract, Staff asserts that it is unclear what services SIG 
performed in exchange for $180,000 over the life of the contract.  Staff therefore urges 
the Commission to accept Staff’s adjustment disallowing the electric portion of the 2011 
contract costs amounting to $72,540. 
 

iii. Purchase Card Expense 
 
 Staff recommends disallowing approximately $27,000 for P-Card expenses 
recorded in Account 909 on the grounds that they are not recoverable pursuant to 
Section 9-225 of the Act.  This amount represents individual P-Card purchases charged 
to Account 909 in 2011 that are less than $200.  Staff observes that the charges to P-
Cards were incurred primarily for meals, purchases at retail stores (Best Buy, Dollar-
General, Office Max, Lands End Business, Bees and Blooms, etc.), lodging, and 
gasoline.  Of the total $102,000 total costs attributable to P-Card purchases, Staff points 
out that AIC provided brief descriptions for only those individual expenses exceeding 
$200, which amounts to only $75,000 of the total costs.  Therefore, Staff suggests 
disallowing the $27,000 that is not explained. 
 
 Staff notes that on cross examination, AIC witness Pagel provided more 
information regarding P-Card expenditures.  When asked how P-Card purchases are 
authorized, Staff relays that Ms. Pagel testifies that the criteria for the use of the card as 
well as any limitations are developed on a departmental basis, the details of which she 
was not aware.  In fact, when asked about a spending cap on meals, Ms. Pagel 
responded, “I don’t think there’s a defined limit.” (Tr. at 166)  When asked about certain 
questionable charges that caught the attention of the Administrative Law Judges, Ms. 
Pagel’s response was as follows: 
 

Without seeing the rest of the information, I would tend to agree with this 
because the supervisors approved it.  There’s a lot more information that 
you can see.  This may be somewhat misleading like Von Maur, they may 
have bought, I don’t know, socks for people doing storm restoration.  It’s 
kind of hard to tell, but because they’re here and I know they’ve been 
approved, I would say that they are costs related to and should be 
recovered. (Id. at 157) 

 
Staff observes that further cross examination highlighted charges to Macy’s, Von Maur, 
Triple A Trophies, Savvi Formalwear, Marriott Harbor Beach, American Society of 
Composers, Authors, and Publishers, Alaskan Airlines, Illinois State University Bone 
Student Center, Lands’ End, and a number of florists.  (Id. at 156 – 166)  From Staff's 
perspective, AIC appears to believe that simply because costs have been paid (and 
approved by a supervisor) they are reasonable for recovery as advertising expense.   
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 Staff states further that the testimony of Ms. Pagel at the hearing casts doubt on 
the recoverability of any portion of the P-Card costs based on the requirements of the 
Act. (Tr. at 136 – 166)  Staff explains that AIC has failed to associate in any way any of 
the P-Card expenditures booked in Account 909 to advertisements or advertising 
campaigns.  Even though it does not track its P-Card charges to specific 
advertisements, AIC demands that it should be allowed to recover those amounts from 
ratepayers since it would require too much effort to track each item.  In light of AIC's 
position, Staff contends that it is impossible to determine whether the expenses are 
recoverable under Section 9-225 of the Act as an advertising expenditure.  In response 
to AIC's claim that it should not have to provide any nexus between P-Card expenses 
and advertisements or advertising campaigns, Staff asserts that failing to do so violates 
Section 9-226 of the Act concerning advertising materials to be made available to the 
Commission in rate proceedings.   
 
 With regard to AIC's complaint that identifying each P-Card purchase of $200 or 
less with a specific advertisement is not the evidentiary standard for disallowing 
advertising expenses, Staff argues that AIC fails to appreciate that in seeking to recover 
these costs as advertising costs, it has a higher standard to meet than is the case for 
other business expenses.  Staff explains that Section 9-225 of the Act states that “the 
Commission shall not consider, for the purpose of determining any rate, charge of 
classification of costs, any direct or indirect expenditures for promotional, political, 
institutional or goodwill advertising, unless the Commission finds the advertising to be in 
the best interest of the Consumer” or is included by the Commission as an allowable 
category of advertising as set forth in Section 9-225(3).  Staff asserts that the 
Commission can not determine whether these costs are in the best interests of the 
consumer because AIC has not provided any indication as to the nature of those costs 
as required by Section 9-225.  Staff also suggests that in order for such costs to be 
recoverable from ratepayers, the internal controls for P-Card charges should be re-
evaluated to conform to rules established for costs designated as advertising expenses. 
 

b. CUB Position 
 

i. "Focused Energy. For Life." Costs 
 
 CUB reports that AIC has incurred, and seeks to recover from ratepayers, 
$582,137 in electric jurisdictional costs related to the FEFL campaign, all of which CUB 
recommends that the Commission disallow.  Section 9-225 of the Act allows a utility to 
recover, in “any general rate increase,” advertising expense that falls into one of several 
categories so long as the advertising is not political, promotional, goodwill, or 
institutional in nature.  Although AIC points to messages shown in AIC Ex. 25.1 as 
evidence that the campaign included the types of information for which the Act allows 
cost recovery, CUB maintains that AIC has not met its burden to prove that the FEFL 
advertisements are an allowable expense under the categories specifically authorized in 
Section 9-225.  Setting aside the fact that the television and radio commercial 
advertisement descriptions in AIC Ex. 25.1 were only revealed to the parties in AIC’s 
surrebuttal testimony, CUB states that a close inspection reveals an impermissible 
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purpose behind a number of the advertisements produced.  For example, pages 1 and 8 
of AIC Ex. 25.1 contain descriptions of very similar television and radio commercials 
regarding general smart grid investment information.  Neither advertisement, CUB 
observes, includes information about energy conservation, how AIC’s customers can 
ensure service reliability and safety, or information about how AIC’s ratepayers should 
act around downed power lines. 
 
 CUB understands from AIC witness Lord that work on the FEFL campaign 
“developed a mass media commercial that then would direct customers to more 
information at actonenergy.com,” for example. (Tr. at 188)  Ms. Lord testifies that the 
advertising in question should be thought of as a series of educational messages 
distributed via mass media.  She adds that the FEFL campaign is intended to provide “a 
consistent ending to all of the messages to tie them together as message from the 
utility.” (AIC Ex. 17.0 at 6)  She claims that the advertisements at issue are allowable 
under statutory provisions regarding conservation; service reliability and safety; 
information about utility functions, terms, and conditions of service; and other categories 
which are not political, promotional, institutional, or goodwill.   
 
 CUB counters that such a design, to tie messages to the utility, is precisely the 
kind of messaging that brings the utility's name before the general public to improve the 
image of the utility.  CUB insists that the Act bars recovery of the cost of this type of 
advertising from customers.  CUB states further that such consistent messaging 
underlying FEFL should serve as a signal to the Commission that the FEFL campaign is 
institutional or goodwill advertising.  Moreover, CUB argues that the CoreBrand 
research project is evidence of the primary design of the FEFL campaign.  Although AIC 
does not seek recovery of its CoreBrand expenses, CUB relates that the purpose of the 
project with CoreBrand "was to determine if there is a relationship between a company's 
marketing communication activities and a positive impact [sic] a company's shareholder 
returns." (AIC Ex. 25.2) 
 
 Although introduced in the wake of the merger of the three AIC legacy utilities, 
CUB also notes that Ms. Lord claims that the FEFL campaign is an effort to ensure that 
AIC adequately and accurately informs its customers on issues of importance, including 
energy use and cost; conservation tips and energy efficiency; and safety and reliability 
messages.  AIC provided examples of its messaging in response to a Staff DR 
concerning AIC's “Informational and Instructional Advertising Expenses.”  Among the 
examples provided by AIC is an advertisement that CUB presumes is an actual FEFL 
full page print advertisement, a copy of which is available on page 27 of CUB Ex. 1.3.  
The entirety of the text on the ad reads: 
 

POWERING A STRONG FUTURE 
 
Our region needs energy to grow.  That’s why AIC is ensuring that 
Missouri and Illinois enjoy safe, reliable energy.  And it’s why we’re 
developing renewable sources and technologies for the future, too. 
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At the same time, our employees are working closely with regional allies to 
boost our area’s economic potential, and helping businesses and families 
save money through energy efficiency incentives. 
 
Powering a strong future for our region.  
That’s our focus-now, and for life. 
 
Ameren 
FOCUSED ENERGY. For Life. 

 
CUB points out that this advertisement does not contain any information as to how 
customers should act around downed power lines, how customers can become more 
energy efficient, or even a reference to any of the three websites that Ms. Lord states 
contain such information.  CUB avers that how such an advertisement achieves any of 
the educational or informational goals developed by AIC is not explained by AIC and is 
not apparent from the advertisement itself.   
 
 CUB relates that the other four pages provided in response to the Staff DR 
contain an excerpt from the "Ameren Journal."  The "Ameren Journal" is an internal 
company publication for employees.  The excerpt is entitled "Employees bring ‘Focused 
Energy’ to life."  CUB notes that the publication does not include any customer facing 
advertisements. (See CUB Ex. 1.3 at 28-31)  CUB identifies the following aspects of the 
document as indicative of the branding purpose of the FEFL campaign: 
 

• The "Ameren Journal" excerpt states, “When we focus our energy on issues 
that matter, we get results.” (See CUB Ex. 1.3 at 28)  CUB observes that this 
advertisement has no specific information on energy conservation, safety or 
reliability, and is corporate image building in nature. 

• The "Ameren Journal" excerpt states, “Creating Value” “People may hear the 
word ‘brand’ or ‘identity’ and think of a company name, logo or tagline. But 
brand extends beyond those symbols.” (See CUB Ex.1.3 at 29)  CUB asserts 
that this statement has no specific information on energy conservation, safety 
or reliability, and is corporate image building in nature. 

• The "Ameren Journal" excerpt states, “Q&A: More than an energy provider … 
an energy advisor” and includes the inquiries “How was the format for the 
educational campaign decided?,” “How are the topics chosen?,” and “Why 
does Ameren use mass media?”.  A caption for a picture states, “Customers 
view Ameren employees as credible sources of information.  Employees take 
center stage in a series of educational television messages to begin airing 
this fall.”  The ad also includes the inquiry, "What do customers value?" with 
balloon containing the responses "price," "service," "reliability," "help reduce 
use and cost," and "environmental commitment." (See CUB Ex. 1.3 at 30)  
CUB asserts that this appears to be institutional corporate branding, and has 
no specific information on energy conservation, safety, or reliability, although 
it does mention some of these as generalized topics. 
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• The "Ameren Journal" excerpt states, “What does Focused Energy. For Life. 
mean to you?” and includes the responses of four AIC employees.  CUB 
describes the responses as "corporate image building type quotes."  The 
bottom of the page contains the following, "Focused Energy. For Life. is our 
promise.  When we consistently keep that promise to our customers, they 
trust us and understanding we are working in their best interest.  And when 
we earn their trust, we are more likely to gain their support and be 
successful." (See CUB Ex. 1.3 at 31)  CUB observes that no specific 
information concerning conservation, safety, or reliability is present.   

 
CUB witness Smith sees nothing but institutional corporate image building in the FEFL 
campaign.  Although general references to conservation, safety, and reliability crop up 
occasionally, he does not consider such sufficient to overcome the apparent primary 
function of the FEFL campaign as a branding tool.  Because the FEFL campaign is 
essentially a corporate branding campaign, CUB insists that the cost of it should be 
borne by shareholders.   
 
 In response to Ms. Lord's claim that the "Ameren Journal" inserts are allowable 
advertisements because they contain disclaimers in the material themselves that state 
that the FEFL campaign is not just an image campaign, but is an effort to educate AIC’s 
customers that AIC is a resource for energy advice and information (See AIC Ex. 17.0 
at 13), CUB contends that AIC’s own disclaimers can not rectify the deficiencies CUB 
identifies.  Furthermore, CUB points out that the publication containing the 
advertisement is distributed to employees rather than to customers.  CUB states that 
AIC fails to explain how educating AIC employees on the goals of the FEFL campaign 
helps consumers save money, stay safe, or learn about customer choice in such a way 
as to fall into any of the allowable advertising categories listed in Section 9-225 of the 
Act.  CUB reiterates that AIC has failed to carry its burden to prove that these costs are 
necessary to provide electric delivery services or that they are reasonable in amount. 
 
 CUB professes astonishment at AIC's claim in its Initial Brief that because AIC is 
the only party that has reviewed “all” of the vouchers associated with the FEFL 
campaign, the Commission should accept AIC’s self-adjustment as sufficient. (AIC Initial 
Brief at 28)  CUB considers this claim invalid for at least three reasons.  First, CUB 
points out that AIC only provided all of the vouchers on August 23, 2012 as voluminous 
confidential documents, which was only five days before Staff and intervenors’ rebuttal 
testimony was due to be filed with the Commission.  Although Mr. Smith and other 
witnesses recommended disallowing all of the FEFL campaign costs in their direct 
testimony, CUB complains that AIC waited until that late date to provide the information.  
Second, CUB states that Mr. Smith, in fact, reviewed an actual print advertisement from 
the FEFL campaign included in response to a Staff DR and found no information on 
how to act around downed power lines, how customers can become more energy 
efficient, or even a reference to any of the three websites that AIC claims contain such 
information.  Mr. Smith testified as well that the aforementioned Ameren Journal 
excerpts contained no specific information on energy conservation, safety, or reliability 
and were found to be corporate image building in nature.  Despite the fact that they did 
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not review all of AIC’s vouchers for these expenses, CUB maintains that the testimony 
regarding the purpose behind the FEFL campaign provides sufficient evidence for the 
Commission to deny AIC recovery for the campaign’s costs.  Third, CUB argues that the 
Commission’s treatment of the same advertising campaign expenses in Docket No. 
12-0001 counsels in favor of complete disallowance here.   
 

c. AG/AARP Position 
 

i. "Focused Energy. For Life." Costs 
 
 AG/AARP propose an adjustment removing expenses incurred to conduct image 
advertising under AIC’s FEFL campaign.  AG/AARP witness Brosch testifies that these 
expenses are not reasonable or necessary for the provision of utility services and 
should be excluded in setting rates.  He observes that the emphasis of the ad campaign 
appears to be intended to promote favorable public opinion of AIC at ratepayers’ 
expense. 
 
 Mr. Brosch quotes page 18 of Schedule WPC-8 for a description of the FEFL 
campaign: 
 

In 2011, Ameren introduced the corporation's promise, Focused Energy. 
For Life.—it means that we’re focused on making sure the energy vital to 
life will be there, today and for generations to come.  This was a significant 
efforts [sic] to determine the new promise and to implement the promise 
reflecting in all company related collateral.   

 
He goes on to relay that page 18 of Schedule WPC-8 also indicates that the FEFL 
campaign originated from Ameren’s Identity & Education Initiative, which is designed to 
"Create stronger relationships with customers, communities, co-workers and other 
stakeholders” and to “Educate and inform stakeholders on issues of importance." 
AG/AARP assert that customers need not pay for advertising that reminds them that the 
utility provides electric delivery services around the clock or that electricity is essential to 
living.   If AIC elects to incur costs in an effort to enhance its public reputation and to 
remind customers that it is doing its job, AG/AARP contend that these discretionary 
expenditures should not be included in the revenue requirement.  They argue that AIC 
has made no showing that these expenses are prudent, necessary, or cost effective in 
meeting its public utility service obligation. 
 
 AG/AARP are not convinced of the appropriateness of the FEFL campaign 
expenses by AIC witness Lord's testimony that: 
 

[a]lthough each of the messages concludes with the tagline, Focused 
Energy. For Life., in conjunction with the logo, the advertising in question 
should not be thought of simply as Focused Energy. For Life. advertising.  
Rather, it is a series of educational messages distributed via mass media, 
which is the most cost effective means of reaching AIC's 1.2 million 
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electric customers over its 43,000 square-mile territory. (AIC Ex. 17.0 at 3-
4) 

 
They note that she then references Section 9-225(3) of the Act and 83 Ill. Adm. Code 
295, "Advertising Expenses of Electric and Gas Utilities" ("Part 295"), to reach her 
opinion that because some of the challenged advertising references conservation or 
safety, they are costs that are recoverable.  Ms. Lord also indicates that some of the 
FEFL campaign included messaging to revise existing legacy company advertisements 
to inform customers that the AmerenCIPS, AmerenCILCO, or AmerenIP entities no 
longer exist while other ads introduced messages designed to explain that smart grid 
technologies are used to enhance system reliability. 
 
 AG/AARP respond that a regulated utility has sufficient opportunity through 
normal communication channels to advise customers of corporate name changes and 
other factual information.  As pointed out by Mr. Brosch, monthly billings, signage on 
buildings and vehicles, its web site, numerous call center contacts, and other customer 
contacts provide a utility with an opportunity for regular communication with its 
customers.  AG/AARP aver that there simply is no need for significant additional 
expenditures to enhance the public image of its brand.  As a monopoly energy delivery 
service provider, AG/AARP point out that it is not as though consumers can switch 
delivery service providers. 
 
 AG/AARP report that AIC included substantial amounts of 2011 expenses for 
printed customer communications, website support, community outreach programs, 
media placement of advertising, and community outreach programs, in addition to the 
FEFL campaign costs that Mr. Brosch recommends disallowing, as presented at page 6 
of AG/AARP Ex. 3.1.  AIC Schedule WPC-8 at page 1 indicates that the $604,302 of 
FEFL campaign costs represent only part of the $2.5 million of total informational and 
instructional advertising expense AIC incurred in 2011.  
 
 AG/AARP state further that AIC's response to AG DRs 6.24, 6.25, 6.26, and 6.27 
included additional details and supporting documentation for the activities and cost 
elements associated with the FEFL advertising efforts, as listed at pages 18-20 of AIC 
Schedule WPC-8, that are the subject of the AG/AARP adjustment.  Mr. Brosch 
included in AG/AARP Ex. 3.4 copies of AIC responses to AG DRs 6.24, 6.26, and 6.27 
with selected voluminous attachments to illustrate the purposes of the FEFL campaign.  
For example, AG/AARP state that page 5 of AG/AARP Ex. 3.4 explains the reason why 
video advertising is used as follows: 
 

1.1 Video for education. 
We focus our messaging efforts on education for a variety of reasons. 
Education can: 

• Help our customers manage their energy use and costs more 
efficiently. 

• Provide our co-workers with a clear understanding of our business 
and our strategy and how they contribute to our success. 
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• Generate a more positive perception in the minds of shareholders 
and encourage them to keep investing in Ameren. 

• Provide regulators and legislators with a more complete 
understanding of our decisions to assist them as they review pending 
legislation and rate cases.  

 
AG/AARP observe further that page 17 of AG/AARP Ex. 3.4 contains the heading 
"Brand Investment Boosts Our Bottom Line" with the following bullet point explanations: 
 

• Corporate Communications plays an essential role in: 
• Improving customer feelings/perceptions 
• Enhancing employee engagement 
• Building community relationships 
• Creating a more favorable regulatory environment 

• Corporate Communications activity also creates $ value for shareholders. 
• Academic, industry and trade research shows that: 

• Strong brands increase appeal to investors. 
• Strong brands impact company stock performance/TSR. 
• Brand value can be quantified and tracked, like other financial metrics. 

 
Similarly, they point out that pages 27-35 of AG/AARP Ex. 3.4 consist of a report on 
“Brand Influence” that reveals that much of the rationale behind investing in AIC’s FEFL 
program is to increase the value of the Ameren brand.  Based upon his review of these 
documents that were produced after his direct testimony was prepared, Mr. Brosch 
revised his proposed adjustment to FEFL costs using a 50% disallowance factor, so as 
to recognize that these efforts and costs include some messaging that is allowable 
advertising under the Commission’s rules, while also serving the dual purpose of 
enhancing AIC’s image and reputation.   
 

d. AIC Position 
 

i. "Focused Energy. For Life." Costs 
 
 The aggregate electric costs for AIC's FEFL campaign amount to $604,302, or 
almost 25% of the $2.5 million in advertising expenses AIC included in its proposed 
revenue requirement for Account 909.  From that $604,302 amount, AIC has voluntarily 
removed $22,165 for certain expenses associated with the FEFL campaign, and has 
reflected that disallowance in the schedules attached to its Initial Brief as Appendix A.  
Included in that disallowance are the expenses incurred in connection with “brand” 
research conducted by an outside vendor, CoreBrand.  Thus, the remaining FEFL 
advertising expenses at issue that AIC seeks to recover amount to $582,137. 
 
 AIC disputes the arguments of Staff, CUB, and AG/AARP recommending the 
disallowance of FEFL expenses, but does give credit to AG/AARP witness Brosch for 
suggesting that AIC be allowed to recover 50% of its FEFL expenses.  AIC maintains 
that the costs associated with the FEFL campaign resulted in a series of educational 



  12-0293 

59 
 

messages on topics of key importance to customers.  According to AIC, the focus of the 
initiative was identification, development, and delivery of those messages in a clear, 
consistent, and cost-effective manner.  AIC Ex. 25.1 contains examples of the 
advertising scripts and banners that were developed as a part of the FEFL campaign.  
AIC states that the messages reflected in AIC Ex. 25.1 pertain to the smart grid, 
reliability, safety, storm preparation, energy conservation, and energy efficiency.  AIC 
also references the contents of AG/AARP/AIC Cross Ex. 1 as evidence of the FEFL 
expenses being recoverable.  The cross exhibit consists of a document providing talking 
points on a variety of topics (such as safety, reliability, economic development, and AIC 
culture) designed to help AIC communicators incorporate FEFL into their message.   
 
 With the introduction of any new consumer education initiative and development 
of associated advertisements, AIC states that 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 FEFL campaign was the Simantel Group ("Simantel") with 
offices in St. Louis and Peoria.  AIC asserts that outside vendors like Simantel have the 
expertise to design and develop the video, audio, print, and digital communications and 
materials that accompany any advertising initiative.  AIC explains further that such 
outside vendors provide the website professionals who develop, design, and host the 
websites AIC uses to communicate with its consumers.  Such vendors also provide the 
resources to design booth displays and brochures used at community outreach events.  
Other services they provide include conducting customer research to identify the topics 
that customers consider most important and identifying the mediums, including digital 
mediums, which provide a cost-effective channel for reaching consumers with 
messaging.  According to AIC, outside vendors like Simantel are an essential and 
integral part of any consumer outreach team.  AIC relates that the services provided by 
Simantel in 2011 helped AIC develop mass media messages and strategies on energy 
efficiency, energy conservation, safety, storm preparation, reliability, and smart grid.  
AIC maintains that the costs collectively referred to as FEFL 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, AIC complains that Mr. Brosch pulls out 
snippets from internal power points and Simantel memorandums, which claimed a 
relationship between the utility’s “brand” and shareholder value.  AIC claims, however, 
that 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.  AIC notes that its proposed advertising strategies for 2012 developed in 
late 2011 lack any discussion of the relationship between “brand” and shareholder 
value.  AIC concurs with Mr. Brosch that shareholders, not ratepayers, should cover the 
costs associated with CoreBrand.  AIC points out that the costs incurred in 2011 related 
to that research have been identified and removed from the proposed revenue 
requirement.  AIC states that that amount ($5,000), however, represents less than 2% 
of the costs Mr. Brosch seeks to disallow. 
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 AIC complains that it would be arbitrary and inappropriate for the Commission to 
disallow all FEFL campaign expenses based solely on Staff’s and CUB’s unsupported 
suggestion that every dollar spent in connection with the FEFL campaign was spent 
with the intention of improving the utility’s image.  AIC claims that there is not any 
evidence in the record to support either that assertion or an adjustment of that size.  To 
accept Staff’s and CUB’s position, AIC contends that the Commission would have to 
give no weight to the vouchers AIC submitted on these costs, the scripts and ads that 
were developed, and the testimony of AIC personnel that explained the breadth of this 
initiative.  AIC adds, however, that it would be no less defensible for the Commission to 
accept Mr. Brosch’s proposed disallowance and exclude 50% of the costs associated 
with FEFL over what AIC perceives to be his concerns with CoreBrand research.  AIC 
believes that the only reasonable outcome is to allow it to recover the FEFL expenses 
that it has not already voluntarily removed from the revenue requirement.  AIC 
maintains further that the decision to allow or disallow such expenses should be done 
on a case-by-case, advertisement-by-advertisement basis.  AIC states that it is the only 
party that has reviewed all of the vouchers associated with the FEFL campaign and that 
the Commission should accept its judgment. 
 

ii. Strategic International Consulting Fees 
 
 AIC explains in its surrebuttal testimony that in 2011 SIG provided consulting and 
management services to AIC for a flat monthly fee of $15,000 to facilitate 
communications for various customer related programs concerning energy efficiency 
and energy assistance for low income residents.  According to AIC, the services 
focused on reviewing and commenting on AIC’s methods and messages with the goal 
of making more effective AIC’s customer communications.  AIC adds that some of the 
energy assistance programs SIG reviewed are connected with AIC's smart grid 
investments.  AIC also points out that its contract with SIG expressly provided that SIG’s 
consulting services would not encompass lobbying activities as defined by local, state, 
and federal laws; which AIC considers to be evidence that this contract is for the benefit 
of consumers.  The customer benefits from these consulting services, AIC continues, 
were improvements in the effectiveness and reach of AIC’s energy efficiency and 
assistance messaging. 
 
 AIC disagrees with Staff's position that the record does not support the recovery 
of payments to SIG.  AIC points out that Section 9-225(3) of the Act specifies recovery 
of advertising for, among other things, energy conservation, energy efficiency, and 
programs required by law as recoverable expenses.  AIC claims that the consulting fees 
at issue are consistent with the spirit, if not the letter, of the law.  AIC considers 
significant Ms. Pagel's testimony that customers benefited from the messaging that SIG 
advised on.  AIC also notes that there are no allegations that AIC promoted its image 
with these costs, or otherwise profited from these expenditures.  That it negotiated a flat 
monthly fee for SIG’s service does not, AIC argues, demonstrate the expense was 
unreasonable or unjust.  AIC contends that a flat fee just represents the market price for 
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having SIG available at a moment’s notice to advise.  AIC urges the Commission to 
reject Staff’s proposed disallowance. 
 

iii. Purchase Card Expense 
 
 In response to Staff's position that P-Card purchases of $200 or less should be 
disallowed because AIC did not link each purchase with a specific advertisement, AIC 
argues that Staff uses the wrong evidentiary standard for disallowing advertising 
expenses.  AIC contends that the evidence Staff demands is neither readily available 
nor necessary for AIC to carry its burden that these expenses are recoverable business 
expenses.  According to AIC, the fact that it has not manually connected the dots 
between every $1 charged to P-Cards and a specific advertisement or script produced 
in 2011 is not proof that supports a disallowance. 
 
 AIC points out that in AIC Ex. 14.4 it provided Staff with additional information on 
the non-invoiced P-Card charges included in Account 909.  AIC Ex. 14.4 identified each 
individual P-Card purchase 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 on page 3 to an $11,760.69 charge on page 13 
from Telephone Marking Programs (TMP) for the cost of white pages, yellow pages, 
and customer contact directories.  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 work performed included responsibilities and duties related to an 
advertising activity.  AIC explains that 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. 
 
 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.  AIC was able to provide the 
transaction date and amount for every individual charge.  But instead of manually 
compiling information on “Description of Material/Purchase” 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.  AIC contends 
that this is 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. 
 
 AIC also complains that there is an underlying current to Staff’s review of 
advertising expense, both in Docket No. 12-0001 and this proceeding, namely that the 
utility’s burden is to document and support every dollar charged to Account 909.  AIC 
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states that this has led to numerous cost worksheets being produced in both dockets 
and countless hours spent responding to Staff’s discovery requests and disallowances.  
AIC remains committed to providing Staff with documentation sufficient to support its 
adverting expenses.  But at some point, AIC contends that restraint must be exercised.  
In AIC's opinion, 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 
testimony that all of the charges were appropriate business expenses.  The 
Commission should reject Staff’s adjustment as unsupported. 
 
 AIC also notes that in Docket No. 12-0001, the Commission rejected an 
adjustment to Account 909 proposed by Staff because Staff did not raise a specific 
objection to any particular advertising expense.  AIC contends that Staff's proposed 
adjustment concerning P-Card expenses in this docket is analogous to the situation in 
Docket No. 12-0001.  AIC urges the Commission to reject Staff's P-Card adjustment. 
 

e. Commission Conclusion 
 
 In resolving the issues concerning Account 909, a review of Section 9-225 is 
helpful.  Section 9-225 provides in relevant part: 
 

(1) For the purposes of this Section:  
* * * 

(c) "Promotional advertising" means any advertising for the purpose of 
encouraging any person to select or use the service or additional 
service of a utility or the selection or installation of any appliance or 
equipment designed to use such utility's service; and  

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

(2) In any general rate increase requested by any gas, electric, water, or 
sewer utility company under the provisions of this Act, the Commission 
shall not consider, for the purpose of determining any rate, charge or 
classification of costs, any direct or indirect expenditures for 
promotional, political, institutional or goodwill advertising, unless the 
Commission finds the advertising to be in the best interest of the 
Consumer or authorized as provided pursuant to subsection 3 of this 
Section. 

(3) The following categories of advertising shall be considered allowable 
operating expenses for gas, electric, water, or sewer utilities: 
(a) Advertising which informs consumers how they can conserve 

energy or water, reduce peak demand for electric or gas energy, or 
reduce demand for water;  
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(b) Advertising required by law or regulations, including advertising 
required under Part I of Title II of the National Energy Conservation 
Policy Act; 

(c) Advertising regarding service interruptions, safety measures or 
emergency conditions; 

(d) Advertising concerning employment opportunities with such utility; 
(e) Advertising which promotes the use of energy efficient appliances, 

equipment or services; 
(f) Explanations of existing or proposed rate schedules or notifications 

of hearings thereon; 
(g) Advertising that identifies the location and operating hours of 

company business offices; 
(h) Advertising which promotes the shifting of demand from peak to off-

peak hours or which encourages the off-peak usage of the service; 
and 

(i) "Other" categories of advertisements not includable in paragraphs 
(a) through (h), but which are not political, promotional, institutional 
or goodwill advertisements.  

 
i. "Focused Energy. For Life." Costs 

 
 Although the Commission considered AIC's FEFL campaign costs in Docket No. 
12-0001, the Commission has reviewed all of the FEFL campaign material in this docket 
in order to re-evaluate the appropriateness of passing such costs along under Section 
9-225 of the Act.  Unfortunately for AIC, the Commission continues to find that the FEFL 
advertising costs reflected in the record are consistent with marketing efforts that fall 
under subsections (1)(c) and (1)(d) of Section 9-225.  Staff, CUB, and AG/AARP offer 
many examples of advertisements from the FEFL campaign that by all appearances 
have a primary purpose of brand promotion.  AG/AARP Ex. 3.4 contains several 
examples of how FEFL campaign represents a branding campaign.  AIC's responses to 
AG DR 6.24 and AG DR 6.26 discuss extensively branding and the value associated 
with a positive brand.  Only some of the advertisements and associated materials 
reference safety, reliability, conservation, or some other "recoverable message," and 
even then such references are brief or offered as suggested talking points for 
incorporating the FEFL campaign into the message. (See, for example, AG/AARP/AIC 
Cross Ex. 1, AG DR 6.24, Attachment 10)  The Commission recognizes that AIC does 
not seek to recover the expenses related to CoreBrand and its efforts to measure the 
connection between brand and shareholder value.  But, as CUB suggests, the fact that 
AIC pursued such research is evidence of AIC's underlying interest in brand identity 
through the FEFL campaign.   
 
 AIC argues that Staff and the intervenors have ignored the many invoices and 
vouchers that it has submitted in support of the FEFL campaign costs.  The fact that 
AIC received and paid for products and services associated with the FEFL campaign, 
however, is not what determines whether the expenditures can be included in rates.  No 
one has suggested that AIC has not paid its FEFL bills.  AIC Ex. 24.3 consists of 15 
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pages listing FEFL campaign costs.  Columns in the exhibit set forth the "customer 
benefit" and "description of work" for each invoice.  Many of the work descriptions 
reinforce the notion that the FEFL campaign is a branding effort.  For example, the work 
description provided for several of the invoices from Simantel reads, "Strategy and plan 
integration of promise into communication materials." (See AIC Ex. 24.3 at 1, 3-8, 10, 
and 11)  The "promise" referenced is AIC's promise to provide FEFL.  Such a work 
description is indicative of FEFL being designed primarily to bring AIC's name before 
the general public in such a way as to improve the image of the utility.  Other customer 
benefits and work descriptions on AIC Ex. 24.3 reference business retention, business 
cards for executives, customer surveys preceding new marketing, and updated policy 
posters for employees.  How such expenditures constitute recoverable costs under 
Section 9-225 is unclear. 
 
 Further indication of Ameren's corporate wide marketing efforts is discernible 
from AIC's September 19, 2012 motion seeking confidential treatment of certain 
marketing materials found in AG/AARP Ex. 3.4 and AG/AARP/AIC Cross Ex. 1.  At 
paragraph 13 of the motion, AIC asserts that it competes with alternative retail electric 
suppliers ("ARES") in Illinois' deregulated power supply market, which in AIC's opinion 
warrants the confidential treatment of its marketing materials.  What is interesting about 
this statement, however, is that AIC is a delivery services company and does not 
compete against ARES.  What competitive interest of AIC would be harmed from 
disclosure of the marketing materials is not clear.  But what this argument does indicate 
to the Commission is that the marketing effort AIC is concerned about and seeks to 
pass the costs of along to delivery service customers is actually a corporate wide effort 
to improve Ameren's name recognition and corporate image. 
 
 Accordingly, the Commission finds that the position of Staff and CUB regarding 
FEFL expenses should be adopted.  AIC and Ameren are free to undertake efforts to 
improve their image and brand, but they may not recover the costs of doing so from 
regulated AIC delivery service customers. 
 

ii. Strategic International Consulting Fees 
 
 The Commission has reviewed the evidence on the issue of SIG's expenses and 
agrees that there is some ambiguity as to what exactly AIC received in return for its 
payments to SIG.  While AIC makes general assertions that SIG worked on energy 
efficiency and energy assistance matters and that customers benefitted, Staff maintains 
that there is no clear indication what type of advertising SIG engaged in.  The best 
evidence in the record of SIG's services comes from Staff Cross Ex. 3, which contains a 
copy of the unsigned contract between AIC and SIG, a copy of the AIC purchase order, 
and a document entitled "Scope of Work Number 1" describing the scope of the work to 
be performed by SIG attached to the contract.  As Staff relayed earlier, the scope of 
work document describes the "Scope of Project" in its entirety as: 
 

From March 1, 2011 to February 29, 2012, Strategic International Group 
will provide consulting and management services specific to issues facing 
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the Client in the areas of government relations and issues management.  
It is expressly understood that the Services under this contract shall not 
include any lobbying activities as defined by local, state and federal laws. 
(Staff Cross Ex. 3 at 23) 

 
Clearly the "Scope of Project" contains no reference to energy efficiency or energy 
assistance, but does reference providing services in the areas of "government relations 
and issues management."  In contrast, AIC's purchase order concerning the contract 
clearly states, "[f]acilitate communications to diverse audiences for various customer 
related programs: EE and energy assistance in accordance with Scope of Work 1." (See 
Staff Cross Ex. 3 at 1)   
 
 How to reconcile these descriptions is problematic until one considers Section 2 
of the contract, which provides: 
 

Supplier [SIG] shall render the Services and deliver the Deliverables set 
forth in a Scope of Work to Ameren, and Ameren shall perform its 
responsibilities set forth in the same Scope of Work.  Supplier shall use 
commercially reasonable efforts to complete work in accordance with the 
agreed milestones and dates set forth in the Scope of Work.  Ameren will 
issue a purchase order with a Project number assigned.  Supplier shall 
provide the point of contact information, name, address, and e-mail 
address of the individual who should receive the purchase order to ensure 
receipt.  In the event the purchase order and/or Scope of Work conflict 
with the provisions contained in this Contract, except to the extent agreed 
between the parties in writing, the provisions of the Scope of Work shall 
prevail over this Contract, which shall prevail over the purchase order. 
(emphasis added) 

 
By its own terms, the contract grants priority to the work scope document over the 
purchase order and the contract itself.  In the absence of any specific evidence of SIG's 
advertising work for AIC and in light of the "Scope of Project" language, it is difficult to 
conclude that SIG in fact assisted AIC's advertising efforts.  AIC's arguments are also 
suspect in light of its witness' testimony at the hearing when asked what specifically AIC 
received under the contract, to which she responded, "Basically, his services were 
consulting service and just the ability to call him when we needed him; consulting 
services." (Tr. at 147)  This testimony indicates a type of retainer arrangement with SIG, 
which, as already established, does not appear to have involved assistance with AIC's 
advertising efforts. 
 
 From the evidence at hand, the Commission can not conclude that AIC's 
payments to SIG represent reasonable advertising expenses that should be recovered 
from customers.  The SIG expenses do not seem appropriate for inclusion in Account 
909, nor are they appropriate for recovery from delivery service customers under 
Section 9-225.  Accordingly, Staff's adjustment on this issue is adopted. 
 



  12-0293 

66 
 

iii. Purchase Card Expense 
 
 To determine the appropriateness of including P-Card expenses in delivery 
service rates, it is helpful to first understand how the P-Card system functions.  AIC 
witness Pagel testifies that the P-Card is a credit card obtained by an employee for 
business expenses.  Business expenses paid with a P-Card include food, beverages, 
taxes, and gratuities; hotels; rental car use for local travel; airline tickets for long 
distance travel; office items; material and clothing for various community outreach 
activities; items needed for storm outage and restoration messaging; or just general 
recurring administrative expenses for a department.  She states that several individuals 
within AIC have their own P-Card, including herself.  Supervisors of the various 
departments determine who receives a P-Card.  Approximately every 30 days, each 
employee with a P-Card must submit a P-Card expense report to their supervisor.  The 
expense report includes a list of charges on the P-Card for that period as well as the 
receipt for each purchase and an explanation for why the purchase was made.  Each 
expense must be recorded in the proper account, such as meals or travel.  If, for 
example, a meal expense is incorrectly recorded as a travel expense, the employee is 
given an opportunity to correct the error.  Mr. Pagel relates that the department 
supervisor reviews each expense report and approves or disapproves each charge on 
the P-Card.  If a supervisor is not available, the manager over that supervisor reviews 
the P-Card expense reports.  She is not aware of many P-Card charges being rejected. 
(See generally AIC Ex. 24.0 at 10-12 and Tr. at 147-166) 
 
 In terms of limits on P-Card use, as a supervisor in AIC's Communications 
Department, Ms. Pagel is most familiar with the limits within the Communications 
Department, but she is "sure there's a lot of rules around the purchasing card." (Tr. at 
148)  She explains that each department sets limits on how much money can be spent 
each month and how much can be spent on each purchase, but she adds "I'm not really 
specifically sure, but there's different levels for the card use." (Tr. at 149)  Within her 
department, she is not aware of any limits on meal expenses but adds, "I think 
everybody is trusted to use their common sense plus they usually have a time limitation 
so it's usually McDonald's." (Tr. at 166)  When discussing limits with regard to car 
rentals, Ms. Pagel states that there is a specific kind of car she is supposed to get.  AIC 
witness Lord adds that there is an emphasis on the core values of integrity and 
accountability, to be responsible and prudent in the use of P-Cards. (Tr. at 197) 
 
 AIC Ex. 14.4 attached to Ms. Pagel's rebuttal testimony (AIC Ex. 14.0) and 
Attachment A to Staff witness Chang's rebuttal testimony (Staff Ex. 8.0R-C) list AIC's P-
Card expenses for 2011.  Staff's Attachment A is Ms. Pagel's response to Staff DR KC 
15.01 and provides more information than what is contained in AIC Ex. 14.4.  (The listed 
P-Card expenses are the same in both documents.)  Specifically, Attachment A reflects 
the transaction date and a general description of the charge for items over $200.  
Because Staff's Attachment A to Staff Ex. 8.0R-C provides slightly more information 
than AIC Ex. 14.4, the former will be referenced in this conclusion. 
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 During 2011, AIC employees collectively charged approximately $102,225 on 
their P-Cards.  A review of Attachment A reveals P-Card charges ranging from less than 
a dollar to more than $11,000.  The spectrum of restaurants visited ranges from 
McDonald's to Hooters to Biaggi's.  The scope of retail establishments at which P-Cards 
were used covers Wal-Mart and Dollar-General to Von Maur and Eddie Bauer.  Clearly, 
P-Cards are used for a variety of purchases.  Determining to what extent the 2011 P-
Card purchases represent legitimate and reasonable business expenses under Account 
909 is the task at hand.  The Commission has no doubt that many of the expenses are 
appropriately recorded in Account 909 and are recoverable expenses under Section 9-
225 of the Act, including some of the charges for less than $200 that Staff seeks to 
exclude.  But exactly which expenses are clearly appropriate is difficult to discern.  
Staff's generic $200 threshold lacks the specificity which would facilitate making that 
determination.  While the Commission understands the lack of resources that Staff and 
other parties experience when reviewing the masses of information in a general rate 
case, let alone those with shortened schedules, as a general matter the Commission is 
reluctant to disallow costs in the absence of specific concerns with particular expenses. 
 
 But in light of some of the descriptions included in Attachment A to Staff Ex. 
8.0R-C and given the nature of some of the retailers at which the P-Card was used, the 
Commission has identified some specific P-Card purchases which it finds questionable.  
The listed P-Card charges are questionable because the expenses at some retailers are 
arguably excessive and/or not reasonably related to the provisioning of delivery 
services.  In the absence of better support for these charges, the Commission finds that 
recovery from delivery service customers is unreasonable.  P-Card charges that the 
Commission will disallow are: 
 

  Excluded P-Card Expenses     

Line Expense Item Cost 
Staff Ex. 8.0R-
C Att. A page # 

1 AP Bookstore.com $100.86 5 
2 Barnes & Knoble 23.28 5 
3 Green Plantscapes Inc 51.71 6 
4 Savvi Formalwear 107.91 6 
5 Factory Card Outlet 23.27 7 
6 Macy's 51.71 8 
7 Von Maur 31.03 8 
8 AAA Trophies 159.41 9 
9 Party City  40.88 11 

10 Hobby Lobby 9.94 12 
11 Party Worx 9.90 12 
12 Lands End Bus Outfitters 45.16 14 
13 Bees and Blooms 39.63 14 
14 Il Sec of State Lobbyist 186.60 17 
15 Lands End Bus Outfitters 41.29 18 
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16 Lands End Business 25.79 18 
17 Peoria Gridiron Dinner 252.00 18 
18 Savvi Formalwear 35.95 19 
19 Weaverridge Golf Club 37.76 19 
20 Finance Charge Cash Adv 27.20 23 
21 Autopay Dish Ntwk 260.34 24 
22 Becks Engraving and Rubb 73.42 24 
23 DIA Development 201.6 25 
24 E Bauer 1,955.83 25 
25 E Bauer 1,999.19 25 
26 Five Star Water Co Inc 93.46 25 
27 FTD Becks Florist Inc 98.83 25 
28 FTD Carr, Tom Florist 28.78 25 
29 FTD Fifth Street Flower 22.44 26 
30 Lands End Bus Outfitters 806.76 26 
31 Lands End Business 2,124.76 26 
32 Proflowers.com 37.16 27 
33 The Cubby Hole 1,137.61 28 
34 Lands End Business 124.63 30 
35 TOTAL $10,266.09   

 
How P-Card purchases at two book retailers at lines 1 and 2 above are related to 
advertising expenses is not clear to the Commission.  The same can be said for the P-
Card charges at lines 5, 8, 9, 10, 11, 19, 22, and 26.  Other questionable charges are 
those at Savvi Formalwear at lines 4 and 18 and at upscale retailers Macy's and Von 
Maur at lines 6 and 7.  The Commission does not expect Ms. Pagel to know what every 
P-Card charge on Attachment A is for, but her suggestion that the charge at Von Maur 
may have been for socks for those engaging in storm restoration work (Tr. at 157) is 
difficult to accept.  Similarly, the Commission notes that significant sums have been 
spent at upscale retailers Eddie Bauer and Lands End, apparently for jackets and other 
clothing for employees (see lines 12, 15, 16, 24, 25, 30, 31, and 34).  Over $1,000 was 
then spent on embroidery at The Cubby Hole (line 33) on some of the clothing.  The 
Commission fails to see why customers must pay for AIC's employees to have high-
end, embroidered clothing when the employees encounter those customers.  Lines 3, 
13, 27, 28, 29, and 32 represent expenses at various florists.  While Ms. Pagel testifies 
that AIC sometimes purchases flowers to make its information booths look more 
welcoming (Tr. at 164), the Commission does not find such booth decorations an 
appropriate expense for AIC to expect ratepayers to cover.  How purchasing a table at 
the Peoria Gridiron Dinner (line 17) represents a legitimate advertising expense when 
employees receive dinner and an evening of entertainment is also unclear.  Nor does 
the Commission agree that purchasing University of Illinois athletic event tickets, under 
an entry for DIA Development at line 23, constitutes a legitimate advertising expense 
recoverable from ratepayers.  Expecting customers to pay for service from Dish 
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Network so that employees can track news and storm information (Tr. at 160) is 
similarly questionable given the prevalence of weather and news services on the 
internet.  Why the P-Card expenses listed at lines 14 and 20 are excluded should be 
obvious. 
 
 Other charges listed on Attachment A have caught the Commission's attention, 
but because they are conceivably related to advertising activities appropriate for 
inclusion in Account 909, the Commission will allow their recovery from customers.  
Among such P-Card charges are two at Best Buy for flip cameras (Attachment A at 5 
and 7) and one at Mathis Kelley Construction Supply for two generators (Attachment A 
at 15).  The Commission hopes that AIC keeps such equipment in its inventory following 
the end of the event that precipitated their need. 
 
 Admittedly, even when combined, the disallowed P-Card charges would not 
make a noticeable difference in customers' bills.  But the Commission's primary concern 
is not how much a P-Card holder spends at Savvi Formalwear, a florist, or any other 
retailer listed in Attachment A.  The primary concern is the apparent lack of controls 
over P-Card use.  The Commission recognizes that Ms. Pagel testified to the existence 
of limitations on P-Card use, but at the same time she did not seem too sure of the 
specifics for any of the departments, even her own.  This suggests to the Commission 
that AIC needs to do a better job of educating its employees on P-Card use and setting 
reasonable limits on usage.  One supervisor's or employee's notion of what may 
constitute reasonable usage may not be the same as another's.  Moreover, it does not 
appear from the record that employees have any incentive to save money when it is the 
practice to just pass P-card charges along to customers. 
 
 To the extent that AIC feels that its current P-Card policies are consistent with 
general corporate standards, the Commission reminds AIC that such a comparison is 
not appropriate when the corporate entity in question simply passes purchasing card 
expenses on to its captive customers.  The customers of a typical corporation can 
choose to spend their money elsewhere if they can find better prices.  AIC's customers 
have no choice but to accept the P-Card purchases in their delivery service rates. 
 
 To ensure that AIC implements reasonable usage restrictions on P-Cards, the 
Commission will require AIC to submit for approval its internal controls on P-Card usage 
within 45 days of the entry of this Order.  Such a filing shall take the form of a petition 
with the usage limitations and supporting testimony attached.  AIC should consider 
establishing uniform standards for all employees.  Such standards should include 
limitations on meal expenses and identify other ways in which employees will be 
encouraged to spend wisely.  In addition, AIC must provide information on its process 
for reviewing P-Card expense reports to ensure that they are reviewed in a consistent 
manner.  When expense reports are submitted by employees, it is not unreasonable to 
expect the employee to report what particular activity he or she was engaged in when 
an expense was incurred and why that expense was necessary.  Such a process is 
similar to that which State employees follow.  Staff's suggestion that AIC be able to 
provide such information for review by Staff in rate cases is reasonable as well. 
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2. Account 930.1 - General Advertising Expenses 

 
 For more general advertising expenses, the USOA contains Account 930.1 - 
General Advertising Expenses.  The USOA description of expenses recorded in 
Account 930.1 reads as follows: 
 

This account shall include the cost of labor, materials used, and expenses 
incurred in advertising and related activities, the cost of which by their 
content and purpose are not provided for elsewhere. 

 
Among general advertising expenses not provided for elsewhere are corporate 
sponsorship expenses.  AIC provided several corporate sponsorships amounting to 
$273,750 (electric jurisdictional) which it recorded in Account 930.1.  Among the wide 
variety of organizations and events to which AIC provided corporate sponsorships that it 
now seeks to recover from ratepayers are local parades, festivals, plays, concerts, 
races, and the Illinois State Fair.  Pages 3 through 9 of AIC Ex. 24.2 (see also Staff Ex. 
8.0R-C, Schedule 8.04) contain a list of events and organizations to which AIC provided 
funds.  AIC voluntary excluded from rates $127,154 in corporate sponsorships.  Staff, 
AG/AARP, and CUB recommend disallowing the remaining balance of corporate 
sponsorships from the electric revenue requirement. 
 

a. Staff Position 
 
 Staff recommends that the Commission disallow certain corporate sponsorships 
that AIC includes for recovery in Account 930.1 because they are goodwill and 
promotional in nature.  Staff acknowledges that AIC voluntarily removed certain 
corporate sponsorships totaling $127,154 which were for athletic events and tickets, but 
Staff insists that the remaining sponsorships should not be recovered as well.  Staff 
observes that during cross-examination, AIC witness Pagel testified that company 
personnel attended a number of events that AIC sponsored (e.g., Easter Seals Wine 
and Polo on the Prairie, Lewis & Clark Community College Golf Classic, African 
American Hall of Fame Dinner). (Tr. at 167 – 170)  Staff asserts that these types of 
events where AIC personnel enjoy the benefits of the event are no different from the 
specific sponsorships that AIC voluntarily removed from rate recovery.  A comparison of 
the line items in Staff Ex. 8.0R-C, Schedule 8.04 with AIC Ex. 24.2 (at 3-9) shows that 
19 out of the 29 items listed were attended by AIC workers.  Staff agrees with the 
characterization of the AIC sponsorships offered by CUB witness Smith: 
 

The common feature underlying such sponsorships is that they put the 
Ameren corporate name before the public in a philanthropic light. While 
Ameren claims this is not the intention of its sponsorships, this is the 
meaning of goodwill and institutional advertising. Charging ratepayers for 
this cost would contravene Section 9-225. Ameren can continue to act as 
a good corporate citizen and enjoy the ensuing benefits, but it should not 
pass the cost of doing so onto Illinois ratepayers. (CUB Ex. 2.0 at 32-33) 
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 Staff has also reconsidered its position in light of the arguments advanced by 
CUB and AG/AARP.  Staff no longer limits its proposed adjustment to the $54,000 in 
Schedule 8.04 and now recommends that the Commission disallow all corporate 
sponsorships.  Staff's position is now consistent with that of CUB and AG/AARP. 
 

b. AG/AARP Position 
 
 AG/AARP witness Brosch proposes an adjustment for AIC corporate sponsorship 
of community and sporting events that are discretionary expenses not required for the 
provision of utility services.  Such sponsorship amounts to “goodwill advertising” 
expenses, which are to be specifically excluded from rates under Section 9-225 of the 
Act.  Subsection 2 of Section 9-225 provides: 
 

(2) In any general rate increase requested by any gas, electric, water, or 
sewer utility company under the provisions of this Act, the Commission 
shall not consider, for the purpose of determining any rate, charge or 
classification of costs, any direct or indirect expenditures for promotional, 
political, institutional or goodwill advertising, unless the Commission finds 
the advertising to be in the best interest of the Consumer or authorized as 
provided pursuant to subsection 3 of this Section. 

 
Although nothing prevents AIC’s shareholders from sponsoring community and sporting 
events, AG/AARP avers that such corporate activities constitute a form of promotional 
or goodwill advertising that offer no specific benefit to AIC’s customers.   They maintain 
that the costs of such corporate activities should be excluded from customer rates. 
 
 In response to AIC's argument that its corporate sponsorships support worthy 
community events and provide opportunities for employees to volunteer, AG/AARP 
contend that these arguments miss the mark.  Community event sponsorship, 
AG/AARP explain, is a discretionary activity and expense not required to provide public 
utility services.  AG/AARP state that it should be left to AIC to decide if the favorable 
public image and other intangible benefits that may be realized through such 
sponsorships are sufficient to justify a dedication of shareholder rather than ratepayer 
funding in the future.  They recommend that Mr. Brosch’s adjustment to remove the 
costs of these discretionary activities from customer rates be adopted by the 
Commission.  With regard to AIC's reliance on the Commission's findings in Docket No. 
10-0467, AG/AARP assert that unlike the record in that case, the record in this case 
lacks any clear evidence of ratepayer benefit from the sponsorships. 
 

c. CUB Position 
 
 AIC has incurred $273,750 in jurisdictional costs related to corporate 
sponsorships expenses, the entirety of which CUB witness Smith recommends the 
Commission disallow.  CUB states that Section 9-225 of the Act prohibits ratepayer 
recovery of promotional, institutional, or goodwill advertising, like those costs AIC asks 
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the Commission to allow for corporate sponsorship expenses in Account 930.1.  Mr. 
Smith argues that corporate sponsorships for sporting and cultural events are for 
corporate image building and should not be charged to ratepayers.  He also contends 
that AIC’s expenses in this regard were unnecessary for the provision of safe and 
reliable electric distribution services.  CUB observes that it is not alone in its position on 
corporate sponsorships, noting that AG/AARP recommend disallowing the entirety of 
AIC’s corporate sponsorship costs in the same amount Mr. Smith recommends. 
 
 AIC's argument that its corporate sponsorships allow it to communicate 
informational and educational messages to its customers does not persuade CUB.  Nor 
is CUB persuaded by AIC's claim that it is appropriate for AIC to recover community 
event costs because those events depend largely on corporate sponsors.  AIC's 
voluntary removal of some expenses for athletic events and tickets in the amount of 
$127,154 also does nothing to convince CUB that recovery of the remaining corporate 
sponsorships is appropriate.  To the contrary, Mr. Smith finds the sponsorships that AIC 
voluntarily removed to be similar to those for which AIC continues to seek recovery.   
 
 Mr. Smith argues that Section 9-225 does not distinguish between “community 
events” and “athletic event tickets” – it disallows promotional, institutional, or goodwill 
advertising whether AIC received sporting tickets or admission to an event.  CUB states 
further that common among those expenses requested by AIC was that they each put 
AIC’s corporate name before the public in a philanthropic light.  Indeed, Mr. Smith points 
out that Ms. Pagel’s own testimony admits that AIC may receive public recognition in 
the communities it serves by virtue of these sponsorships. (See AIC Ex. 14.0 at 24) 
 
 Despite Ms. Pagel’s suggestions to the contrary, CUB avers that the Act does not 
allow utilities to make ratepayers the guarantors of community events or AIC employee 
volunteer opportunities.  Mr. Smith believes that charging ratepayers for these expenses 
would contravene the meaning behind Section 9-225 since it does not allow goodwill 
and institutional advertising to be recovered in rates.  Mr. Smith notes that AIC is not 
prevented, by his recommended disallowance, from using shareholder funds to promote 
its brand to the public.  Based on AIC’s self-disallowance, CUB suggests that the 
Commission further disallow at least $155,000 from AIC’s operating expenses.   
 
 While AIC’s sponsorships may be commendable, and AIC is free to continue 
sponsoring any events it chooses using shareholder funds, CUB asserts that the 
common feature underlying AIC’s sponsorships is that they put the AIC corporate name 
before the public in a philanthropic light.  As the Commission noted in Docket No. 12-
0001, the issue here is not whether AIC is free to engage in corporate sponsorships or 
an assessment of the value of the sponsorship.  Rather, what the Commission must 
determine is whether customers should be required to reimburse AIC for its decision to 
sponsor an organization or event.  Just as the Commission did in Docket No. 12-0001, 
CUB concludes that the Commission should disallow the costs of corporate 
sponsorships in this case as well. (See Docket No. 12-0001, September 19, 2012 Order 
at 95) 
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d. AIC Position 
 
 In preparing its direct case filing for this proceeding, AIC removed from the 
revenue requirement $127,154 for corporate sponsorships for athletic events that had 
provided AIC with a tangible benefit in the form of tickets.  This amount represents 46% 
of the electric jurisdictional portion of all of AIC’s corporate sponsorship costs in 2011.  
AIC believes that the remaining corporate sponsorship costs should be recovered in 
rates.  Staff and the intervenors, however, believe that the remaining corporate 
sponsorship costs in general are image building, institutional advertising expenses that 
should be disallowed, regardless of whether AIC receives tickets in return.   
 
 AIC acknowledges that the Commission addressed this issue in Docket No. 12-
0001 and concluded that recovery of corporate sponsorships was not appropriate.  AIC 
argues the Commission reached the wrong conclusion and must not repeat its mistake 
in this proceeding.  AIC states that 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 subject to a blanket disallowance. (See 
Docket No. 10-0467, May 24, 2011 Order at 109)  AIC insists that there must be some 
evidence on the part of the utility that the advertising is meant to be "promotional 
advertising" or "goodwill or institutional advertising," as those terms are defined in 
Section 9-225(1).  According to AIC, no such evidence of intent exists in the record in 
this proceeding.  AIC insists that 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.  AIC maintains that any public recognition of the utility associated 
with the event is secondary to the benefits received by the community. 
 
 AIC also argues that the record in this proceeding shows that it sponsors local 
community events primarily for the additional channels they provide to communicate 
informational and educational messages to customers.  Some events, it notes, allow 
outreach with the use of a booth, giving AIC a presence to interact directly with 
customers.  Other events offer placement of an ad in the event booklet.  Through these 
events, AIC states that it 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.  AIC Ex. 24.2 identifies the type of presence 
AIC had at each event (e.g., a booth, an ad, signage, a recycled gift bag, and/or co-
worker attendance) and the theme of any presentation (e.g., energy efficiency, 
reliability, or safety).  AIC Ex. 24.2 also includes copies of materials that were 
distributed at the events. 
 
 The basic premise of Staff and intervenors’ adjustments, AIC contends, is that 
the costs benefit primarily AIC, not the customers.  AIC characterizes their position as 
saying that ratepayers are somehow better off without corporate sponsorships of 
community events, and without these utility interactions.  AIC disputes this position and 
claims that the real beneficiaries of these events are the citizens in AIC’s service 
territory.  According to AIC, they benefit, if not by virtue of the event itself, then by the 
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contact and communication with AIC personnel on issues that are important to them.  
AIC maintains that there is no purposeful attempt to improve AIC’s image through the 
sponsorship of these events or to market Ameren’s unregulated services to 
unsuspecting customers.  AIC insists that any benefit from being held in esteem for its 
sponsorship of local community events is ancillary.  Disallowing a business expense 
simply because it makes the utility look good is not the test.  AIC states that under the 
Act, such expenses are not per se excludable and public policy and ratemaking 
principles support their inclusion in rates. 
 

e. Commission Conclusion 
 
 Account 930.1 reflects a total electric jurisdictional balance of $273,750 
representing corporate sponsorships.  After excluding AIC's voluntary disallowance of 
$118,342 (electric jurisdictional), a balance of $155,408 remains in dispute.  Staff and 
the intervenors recommend disallowing all of this amount, consistent with the 
Commission's decision in Docket No. 12-0001.  Unlike Docket No. 12-0001, however, 
AIC has provided additional information supporting the amounts in Account 930.1.  The 
additional support AIC offers prevents the broad disallowance sought by Staff and the 
intervenors. 
 
 Just as it did in Docket No. 12-0001, the Commission recognizes that corporate 
sponsorships are important to the success of many organizations and events.  The 
Commission also does not mean to suggest that AIC is not free to engage in corporate 
sponsorships as it believes appropriate.  But the value of the sponsorships to the 
recipients and AIC's choice of events to sponsor need not be determined by the 
Commission.  Whether customers should have to reimburse AIC for its decision to 
sponsor an organization or event is what hangs in the balance.   
 
 Upon reviewing AIC Ex. 24.2, it is apparent that some of the corporate 
sponsorships involved useful information from AIC.  Others, however, do not appear 
very different from the athletic events that AIC sponsored and voluntarily withdrew from 
operating expenses because it received benefits (tickets) in exchange.  Before 
identifying entries in Account 930.1 that are not appropriate for recovery, however, the 
Commission cautions AIC to be diligent in its recording of costs because some of the 
entries in Account 930.1 resemble charitable contributions (i.e.: $150 to the Pekin Area 
Chamber of Commerce for fireworks).  Admittedly, charitable contributions and 
corporate sponsorships share some characteristics.  To facilitate the Commission's 
understanding of AIC's policies in this area, the Commission directs AIC to provide in its 
next rate proceeding its internal definition of "corporate sponsorship" and "charitable 
contribution," as well as any other guidelines it uses in distinguishing between the two.  
To the extent that a charitable contribution is recorded in Account 930.1 in this 
proceeding, it is not the Commission's intent to disallow it for that reason. 
 
 The specific corporate sponsorships depicted in AIC Ex. 24.2 recorded in 
Account 930.1 that the Commission finds questionable are: 
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Excluded Corporate Sponsorships associated with AIC Ex. 24.2 

   

Line Expense Item Cost Description 
AIC Ex. 24.2 

page # 

1 Peoria Area Chamber of Commerce $240 
State of the City 
Address 1 

2 Creve Coeur Club of Peoria     1,350  
Washington Day 
Banquet 1 

3 Peoria Officials Association        150  
Hospitality Room ISHA 
Basketball 1 

4 African American Hall of Fame     1,560  
S Cisel Induction into 
Hall of Fame 1 

5 Pekin Area Chamber of Commerce        250  Annual Meeting 1 
6 Community Foundation     1,200  Annual Meeting 2 
7 East Peoria Chamber of Commerce        300  Mayor's Prayer Lunch 2 
8 Lewis & Clark Community College        600  Golf, Godfrey 2 

9 MVC Sports Properties     7,931  
Missouri Valley 
Tournament 2 

109 Easter Seals Society        900  
Wine and Polo on the 
Prairie 2 

1110 
Greater Decatur Chamber of 
Commerce     1,200  Thanksgiving Lunch 2 

1211 Pekin Township Officials          84  WinPak's Benefit Golf 2 
13 Tornado Open        300  Golf, Taylorville 2 

1412 Peoria Area Chamber of Commerce        192  
Heartland Partnership 
Annual Meeting 2 

1513 Heart of Illinois United Way        144  
ADM, UW and Easter 
Seals Golf 2 

16 
Peoria Citizens Committee for 
Economic Development        300  

Basketball Camp Kickoff 
Luncheon 2 

1714 Heart of Illinois United Way        106  Kickoff Breakfast 2 

1815 African American Hall of Fame     3,000  
Richard Pryor Memorial 
Event, Peoria 2 

1916 
Washington Area Community 
Chamber of Commerce        270  Annual Golf 2 

2017 Pekin Chamber of Commerce        120  
Valuing Diversity 
Breakfast 3 

2118 Easter Seals Society UCP        300  
Lyle Finch Memorial 
Claybird Classic 3 

2219 City of Peoria      1,800  MLK Luncheon 3 

2320 Peoria Chamber of Commerce        270  
Community 
Thanksgiving Luncheon 3 

21 Creve Coeur Club of Peoria     1,350 
Washington Day 
Banquet 3 

2422 Try County Urban League        150  Golf 3 
2523 Advertisers Printing     7,027  Booklet - The Story of 4 
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UE 

2624 Simantel     3,992  
Display and materials for 
Peoria Chiefs 4 

2725 Advertisers Printing     4,099  
Ameren Anniversary 
Books 4 

2826 
Peoria Heights Chamber of 
Commerce        180  Membership 4 

2927 TOTAL 
$38,015 
$30,834     

 
For several of the sponsorships, AIC received benefits in the form of meals, beverages, 
and participation in the event (i.e.: golf).  How these benefits are any different from the 
athletic event tickets that AIC received with its sponsorships and voluntarily withdrew 
from its requested operating expenses is unclear to the Commission.  Other events that 
AIC employees simply attended, such as various annual meetings, do not reflect any 
benefit to either customers generally or the other event attendees.  The expenses listed 
on lines 2523 and 2725 do not represent events, but rather a booklet and book 
describing the history of AIC.  How spending nearly $11,000 on books describing itself 
benefits customers and does not constitute goodwill or institutional advertising is not 
clear.  The expense listed on line 2624 appears related to AIC's marketing partnership 
with the Peoria Chiefs for which AIC voluntarily withdrew other expenses.  Perhaps the 
most obvious example of an expense not appropriate for recovery from ratepayers 
appears on line 4.  According to Staff Schedule 8.04 at page 2, AIC spent $2,600 for 
five tables of ten at a ceremony at which Scott Cisel, AIC's former chairman, president 
and chief executive officer, was inducted into a local hall of fame.  The Commission can 
not discern how such an event represents anything other than goodwill or institutional 
advertising. 
 
 In addition to these adjustments associated with AIC Ex. 24.2, the Commission 
notes that AIC included other expenses recorded in Account 930.1 in an earlier list of 
such expenses in AIC Ex. 14.2.  Between the submission of AIC Ex. 14.2 with AIC's 
rebuttal testimony and the submission of AIC Ex. 24.2 with its surrebuttal testimony, 
fivesix entries and an apparent general "catch all" entry disappeared from the list of 
Account 930.1 expenses.  The dollars associated with the entries, however, remained in 
the total for Account 930.1.  The subject entries from AIC Ex. 14.2 are:  
 

  Excluded Corporate Sponsorships associated with AIC Ex. 14.2 

Line Expense Item Cost Description 
AIC Ex. 14.2 

page # 
1 Sanders (Cred Coll Sp A) $57 

 
22 

2 Paige (Corp Comm 100) 291 
 

22 
23 Palm LMC  210  Labor Day Salute Breakfast 22 
34 Frazer (IL Cmty RIPA)  60  

 
22 

45 Darflinger (IL Ops Admin) 538 
 

22 
56 Paige (Corp Comm 100) 468 

 
23 

67 Various 68,601 Various 23 
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78 TOTAL 
$69,934 
$70,225     

 
What the expenses at lines 1, 32, 4, and 5, and 6 are for is unclear and are therefore 
disallowed.  AIC appears to have received a benefit in return for its sponsorship on line 
23.  The record also lacks any indication that AIC provided any informational materials 
at the event listed on line 2.  The expense on line 6 concerns the Commission because 
it is a relatively significant sum (for Account 930.1) representing an apparent "catch all" 
entry for various expenses.  The lack of any discernible support even in the face of CUB 
and AG/AARP's proposed adjustment dooms this entry to being excluded from 
recoverable costs.   
 
 The amounts associated with AIC Ex. 14.2 and 24.2 total $107,949$101,059.  
The delivery services jurisdictional amount is $100,468$94,056.  Accordingly, the 
Commission will disallow $100,468$94,056 from AIC's operating expenses. 
 

3. Formula Rate Case Expense - Docket No. 12-0001 
 
 The dispute over rate case expense from Docket No. 12-0001 concerns both the 
disallowance of certain expenses as well as the amortization period of the rate case 
expense. 
 

a. Staff Position 
 
 Staff proposes that AIC be allowed to recover $178,000 (roughly 1/3 of the total 
amount of $533,317 that Staff finds supported) of its rate case expense from Docket No. 
12-0001.  The remaining 2/3 would be recovered in rates set in 2013 and 2014.  Staff 
does not recommend recovery of outside legal fees which were redacted.  Staff notes 
that certain descriptions which were not redacted indicate charges for “performance 
metrics plan,” which is the subject of Docket No. 12-0089. (AIC Late-filed Ex. 2 at 25)  In 
addition, Staff states that charges referring to “Review ALJPO. Research regarding 
BOE.” would not appear to be related to Docket No. 12-0001 since the case itself had 
not been filed by the November 9, 2011 date of those activities. (Id. at 30) 
 
 Staff also notes that meal costs for Concentric were included in rate case 
expense for Docket No. 12-0001, which were discussed previously as a component of 
regulatory commission expense.  Based on AIC’s agreement that these costs should 
not be included in rate case expense, Staff suggests that the Commission make note 
that this type of cost from Concentric will not be recoverable as rate case expense in 
subsequent formula rate cases. 
 
 With regard to the amortization period for rate case expense, Staff asserts that 
the Commission should accept Staff’s recommendation to amortize over three years the 
supported rate case expense incurred in 2011 associated with Docket No. 12-0001 
beginning in 2011.  AIC proposes to record the costs incurred in 2011 as a regulatory 
asset to be deferred and amortized over a three-year period beginning in 2012.  Staff 
argues that its position is consistent with Section 16-108.5(c)(4)(E) of the Act: 
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(E)  recovery of the expenses related to the Commission proceeding 
under this subsection (c) to approve this performance-based formula rate 
and initial rates or to subsequent proceedings related to the formula, 
provided that the recovery shall be amortized over a 3-year period; . . . 

 
Staff maintains that nothing in this subsection provides for the treatment proposed by 
AIC to defer the costs it incurred in 2011 to begin to be amortized in 2012.  Since the 
instant case considers costs reported in the 2011 FERC Form 1, Staff contends that the 
costs incurred for rate case expense in 2011 should be considered for recovery in this 
proceeding. 
 
 Staff states further that the September 19, 2012 Order in Docket No. 12-0001 
adopted an agreement between Staff and AIC regarding rate case expense.  Staff 
points to the following language from the Order in support of its position: 
 

Pursuant to Section 9-229, the Commission is required to expressly 
address in its final order the justness and reasonableness of any amount 
expended by a public utility to compensate attorneys or technical experts 
to prepare and litigate a general rate case filing.  The costs included for 
recovery in this filing are amortization of costs approved in Docket No. 04-
0294, 07-0585 et al (Cons.), and 09-0306 et al (Cons.) that were 
previously established as regulatory assets by the Commission in that 
order.  The costs associated with this proceeding were not incurred in 
2010 and as such, are not considered for recovery in this proceeding.  
Costs incurred in 2011 and 2012 that are related to this proceeding will be 
considered as part of the proceedings related to the recovery of costs for 
those years.  Thus, there are no costs expended by the Company to 
compensate attorneys or technical experts to prepare and litigate a 
general rate case filing for the Commission to address in this proceeding. 
(Order at 193) 

 
According to Staff, AIC agreed during Docket No. 12-0001 that costs incurred in 2011 
would be considered part of the proceeding related to the recovery of costs for that 
year.  Staff therefore contends that the Commission should accept its proposal 
regarding the amortization period of 2011 costs. 
 
 Staff is not persuaded by AIC's argument that it will not fully recover its costs 
under Staff’s proposal to amortize 2011 costs over the three-year amortization period of 
2011 – 2013.  Staff relates that this statement infers that individual components of the 
revenue requirement will be reconciled.  Staff reports that a review of the formula rate 
schedule FR A-4 (AIC Ex. 11.1, page 6 of 34) reveals that the “Actual Revenue 
Requirement” on line 1 is compared to the “Prior Year Applicable Net Revenue 
Requirement” on line 2.  Thus, Staff concludes that it is the overall revenue 
requirements that determine over or under recovery and not the individual components. 
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b. AIC Position 
 
 In response to Staff's proposed disallowance of outside legal expenses, AIC 
states that it incurred approximately $131,000 in such costs in 2011 related to its initial 
performance-based formula rate filing.  In support of that expense, AIC relates that it 
provided Staff with invoices for its outside counsel which contained what AIC 
characterizes as limited, narrowly tailored redactions intended to protect from disclosure 
information governed by the attorney-client privilege. (See AIC Late-filed Ex. 2 at 4, 14, 
22-26, 29-33)  Because the invoices contained outside counsel’s competitively sensitive 
hourly rates, AIC states that they also were designated confidential and proprietary.  
AIC claims, however, that 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. 
 
 As AIC understands it, Staff seeks the disallowance of outside legal expenses 
because AIC did not provide “any explanations of why the information must be redacted 
from the ‘Confidential and Proprietary’ version provided to Staff…” (Staff Ex. 6.0 at 23)  
AIC denies that this is true and asserts that Staff need only consult the narrative that 
accompanied the invoices for an explanation, which provides "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." (AIC Ex. 19.0R at 37 (quoting TEE 
6.01S))  AIC states that the explanation as to why certain items were redacted could not 
be more clear.  AIC suggests that Staff may have overlooked 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))  AIC contends that such a misunderstanding is no basis to 
disallow a reasonable and prudently incurred expense.  
 
 In any event, AIC complains that wholesale disallowance is unreasonable.  AIC 
asserts that most of the legal descriptions were not redacted at all and could be easily 
reviewed.  According to AIC, Staff does not explain why the costs of these unredacted 
work descriptions should be disallowed.  Moreover, AIC continues, the redactions at 
issue protect limited portions of only 33 of 107 work descriptions provided. (See AIC 
Exs. 19.0R at 38; AIC Late-filed Ex. 2 at 4, 14, 22-26, 29-33)  Because the costs are 
listed on a per-work description basis in the invoices, AIC states that the redactions only 
affect approximately $50,000 of the total $131,000 cost.  But Staff would disallow the 
entire legal expense, without providing a basis for disallowing the other, approximately 
$81,000.  AIC contends that similar privilege redactions did not preclude Staff in Docket 
No. 11-0767—a docket from which Staff witness Ebrey otherwise seeks guidance 
regarding rate case expense —from assessing the utility’s outside legal costs.  (AIC Ex. 
19.0 at 38)  As in that docket, AIC asserts that there is ample support in the legal 
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invoices here for the reasonableness of AIC’s outside legal expense, without disclosing 
(and forever waiving) privileged information. 
 
 With regard to the amortization period, AIC complains that Staff effectively 
disallows one-third of the expense remaining after its legal cost adjustment by 
amortizing the expense in a manner contrary to the Act.  AIC relates that 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).  Recovery of the 
former, AIC points out, is conditioned on amortization “over a 3-year period.” 
 
 AIC explains that in 2011, it incurred approximately $665,000 in connection with 
Docket No. 12-0001.  AIC adds that it has (and will) further incur rate case expense in 
2012 associated with Docket No. 12-0001 and the instant proceeding.  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 three-year period, 
beginning in 2012. 
 
 In contrast, AIC understands Staff to be calling for the rate case expense to be 
recovered over several three-year periods, depending upon the year in which the 
components of the expense were incurred.  In other words, Staff recommends that 
AIC’s 2011 initial formula 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.  AIC asserts 
that the basis for Staff’s recommendation is not the Act, but rather consistency with 
what has occurred in ComEd’s formula rate proceedings.  AIC argues that ComEd and 
it need not be treated the same because the pertinent facts are distinct.  AIC notes that 
ComEd opted into formula rates in 2011 while AIC did not opt in until 2012.  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 states that it 
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.  AIC relates that 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.   
 

c. Commission Conclusion 
 
 The Commission has considered AIC's and Staff's arguments concerning the 
rate case expenses from Docket No. 12-0001.  With regard to the expenses for outside 
legal counsel, the amounts AIC pays are clearly significant. (See generally AIC Late-
filed Ex. 2)  The Commission hopes to provide clarification of recoverable expenses in 
Docket No. 11-0711, a Commission rule-making currently underway concerning the 
issue of rate case expense.  At present, however, the Commission does not share 
Staff's concerns over the redaction of certain information.  The Commission assumes 
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that AIC has claimed in good faith that the redacted information represents attorney 
work-product and/or a privileged communication between AIC and one of its attorneys.  
The only exceptions pertain to Staff's observation that one attorney recorded time 
apparently spent on Docket No. 12-0089 and another recorded time reviewing a 
proposed order when there would not have been a proposed order to review in Docket 
No. 12-0001 at that time.  The amount for these activities is $1,760.  AIC indicates in 
footnote 7 of its Reply Brief that it is willing to accept the disallowance of this amount.  
The Commission finds that an adjustment in this amount is appropriate.  
 
 With regard to the meal costs for a Concentric employee who is not on travel 
status, the Commission notes that AIC does not contest that disallowance.  (AIC Ex. 
19.0, at 3 and 36)  While the amount included in the $664,958 total rate case costs 
incurred in 2011 is only $138, it is anticipated that additional costs have been incurred 
during 2012.  The Commission finds that an adjustment in this amount is appropriate 
and further orders AIC to exclude meal costs for Concentric employees who are not on 
travel status from rate case expense in the subsequent proceeding. 
 
 With regard to the amortization period for the rate case expense in Docket No. 
12-0001, the Commission has reviewed the arguments of Staff and AIC and finds both 
lacking clarity.  Section 16-108.5(c)(4)(E) of the Act permits a participating utility to, 
subject to a determination of prudence and reasonableness consistent with Commission 
practice and law, recover expenses related to the approval of the participating utility’s 
initial performance based formula rate, provided that the recovery shall be amortized 
over a three-year period.  On this, the parties apparently agree.  Under the 
circumstances presented in this case, however, particularly the date on which AIC 
initiated Docket No. 12-0001, the Commission shares AIC's concerns about 
underrecovery if Staff's position is adopted.  While multiple three-year reconciliation 
periods may occur as the successive expedited rate cases are conducted pursuant to 
Public Acts 97-0616 and 97-0646, the Commission is not convinced of the 
appropriateness of Staff's position to begin amortization of costs from 2011 in the 2011 
revenue requirement year in this proceeding, given its concerns about the 
underrecovery of costs from 2011.  Accordingly, AIC's position to not begin amortization 
of initial performance based formula rate case costs from 2011 in the 2011 revenue 
requirement year is adopted on this issue.  The aforementioned $1,760 and $138 
adjustments will not apply until the amortization established in the proceeding 
subsequent hereto. 
 

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

a. Staff Position 
 
 Staff recommends that the Commission disallow recovery from rate payers of the 
rate case costs incurred for the preparation and litigation of Docket No. 11-0279, which 
AIC voluntarily withdrew in January 2012.  AIC spent substantial amounts of money in 
an attempt to obtain a rate increase and then abandoned the attempt.  Contrary to AIC's 
position, Staff avers that withdrawal of the rate case was not an action mandated by 
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Public Acts 97-0616 and 97-0646—it was a decision made by AIC alone.  Staff states 
that AIC made a unilateral decision to file the rate case in February 2011 and made the 
unilateral decision to withdraw the case shortly before the Commission could issue its 
order in the case.  Staff insists that AIC's shareholders, not ratepayers, should bear the 
burden of the $2,503,519 that AIC spent on Docket No. 11-0279 and now seeks to 
include in rates. 
 
 Staff understands AIC to argue that the costs for Docket No. 11-0279 are 
recoverable in this formula rate proceeding for the following reasons: 
 

1. They represent actual costs reflected on the 2011 FERC Form 1, and so are 
recoverable under the terms of the Act; 

2. Nothing in the Act indicates that the utility must forego its rate case expense 
in the event the case is terminated as a result of opting to become a 
"participating utility;"  

3. The withdrawal requirement under the Act was mandatory, not voluntary; and 
4. Since 50% of the costs incurred were approved for recovery in Docket No. 

11-0282 (AIC’s companion gas rate case), the remaining 50% balance should 
be recovered in this proceeding. 

 
Staff disagrees with each of these points.   
 
 Staff asserts that the mere reporting of a cost on FERC Form 1 does not make it 
recoverable under the Act.  Furthermore, Staff points out that a review of the costs 
beginning on page 2 of AIC Late-filed Ex. 1 indicates that some costs were actually 
incurred as early as July 2010.   While the costs were being incurred, AIC deferred them 
as regulatory assets.  At the end of 2011, when AIC decided to withdraw the rate case 
filed as Docket No. 11-0279, Staff states that the costs were reclassified to Account 928 
and, thus, included in 2011 operating expense even though the costs were actually 
incurred over more than 2011. 
 
 In addition, Staff contends that nothing in the Act provides guidance on the 
treatment of costs associated with an abandoned rate case, it simply directs that once a 
utility opts to become a “participating utility,” any ongoing rate proceeding must be 
withdrawn.  Furthermore, Staff continues, the mandate to withdraw the rate case is a 
consequence of AIC's voluntary decision to become a participating utility.  Nothing in the 
Act mandated that AIC become a participating utility. 
 
 In rebuttal testimony, Staff offered a proposal that, notwithstanding Staff’s 
primary recommendation to disallow 100% of the regulatory asset for costs associated 
with Docket No. 11-0279, any amount approved for recovery should be limited to 
$2,293,000.  Staff presents its alternative on Attachment A to Staff Ex. 6.0.  Staff’s 
proposed adjustments limit recoverable costs for the following providers: 
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1. SFIO Consulting ("SFIO") – Staff disallows in total due to services that 
seem duplicative and redundant of AIC management and legal counsel 
responsibilities. (See Staff Ex. 6.0 at 15 and Tr. at 442) 

2. Legal fees for CW Flynn and Carpenter, Lipps & Leland – Staff disallows 
costs related to the withdrawal of the rate case in Docket No. 11-0279. 
(See Staff Ex. 6.0 at 15-16) 

3. Accenture – Staff disallows in total due to lack of detail included on the 
invoices provided to support the requested costs. (See Staff Ex. 6.0 at 16 
and Tr. at 436 – 437, 441 - 442) 

4. The Communication Counsel of America, Inc. ("CCA") – Staff disallows 
training costs in total as duplicative of that provided by AIC legal counsel 
and as unnecessary for AIC witnesses with extensive experience and 
involvement in prior cases as an expert witness before regulatory bodies. 
(See Staff Ex. 6.0 at 16-17 and Tr. at 53 - 56) 

5. Concentric – Staff disallows meal costs for consultant apparently not on 
travel status.  Similar costs were previously considered and disallowed in 
Docket Nos. 07-0585 et al. (Cons.).  (See Staff Ex. 6.0 at 17 - 18)  AIC 
has agreed to this adjustment. 

6. Winston & Strawn, LLP – Staff limits costs for witness James Warren to 
the more reasonable level granted in the Order in Docket No. 11-0767. 
(See Staff Ex. 6.0 at 18-19 and Docket No. 11-0767, September 19, 2012 
Order at 52) 

 
Staff acknowledges that certain of these costs were considered in Docket No. 11-0282, 
but adds that a portion of the costs were supported by original invoices for the first time 
in this case. (See Staff Cross Ex. 1 and AIC Late-filed Ex. 1)  In addition, Staff claims to 
have offered a thorough discussion of the shortcomings found in the evidence. (See 
Staff Ex. 6.0 at 15-19 and Staff Initial Brief at 27-28)  Staff also contends that the 
Commission’s position on what is expected regarding recovery of rate case expense 
has evolved since the filing of Docket No. 11-0282.  The Order in Docket No. 10-0467, 
which required the initiation of the rate case expense rulemaking, specifically discussed 
the type of support needed for recovery of rate case expenses. (See May 24, 2011 
Order at 65-86)  Staff states that that type of support has not been provided for the 
costs Staff proposes should be disallowed. 
 
 With regard to Staff's proposed disallowance of costs to CCA for “witness 
development skills,” Staff points out that during cross-examination, AIC witness Nelson 
admitted that two of the four witnesses he had listed as inexperienced (AIC Ex. 18.0 at 
17), have worked for Ameren for over 20 years and have testified a number of times 
before the Commission. (Tr. at 44 – 50)  For the other two witnesses he listed as 
inexperienced, Mr. Nelson admitted that he did not know if the witnesses had testified 
before any regulatory bodies prior to their employment at Ameren and had to some 
extent based his testimony on discussions with counsel as to the experience level of 
these witnesses. (Id. at 42 - 44 and 51 – 52)  Staff observes that Mr. Nelson next 
explained that he, himself (Id. at 52-53), along with AIC witnesses Stafford, Mill, and 
Jones, also participated in the training by CCA.  Staff asserts that AIC witnesses 
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Nelson, Stafford, Mill, and Jones are all experienced witnesses before this Commission. 
(Id. at 54 – 56)  Staff avers that the argument that additional training is necessary for 
these experienced witnesses is without merit. 
 
 Staff insists that AIC mischaracterized responses by Staff witness Ebrey 
regarding her preparation for cross-examination in this case, inferring that her 
preparation for the hearing in this case was comparable to the training provided by 
CCA.  Staff cites Ms. Ebrey's testimony where she relates how she prepares for a 
hearing to demonstrate how her preparation is different from that provided by CCA. (Tr. 
at 444-445)  Staff also compares Ms. Ebrey's preparation to CCA's own description of 
its services, found at pages 404 and 405 of AIC Late-filed Ex. 1.  Staff contends that 
AIC’s attempt to draw a parallel between AIC witness training and Staff witness 
preparation falls short. 
 

b. AIC Position 
 
 AIC opposes Staff's recommendation that all of its rate case expenses 
associated with Docket No. 11-0279 be disallowed.  AIC explains that the costs it 
incurred in relation to Docket No. 11-0279 are prudent and reasonable rate case costs 
incurred in 2011 and recorded on AIC’s 2011 FERC Form 1 in Account 928.  As with 
other recoverable costs reflected on the 2011 FERC Form 1, AIC states that the Docket 
No. 11-0279 costs are recoverable through formula rates.   
 
 In support of its position, AIC claims that its 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 ten months 
before enactment of Public Acts 97-0616 and 97-0646.  Upon AIC’s election to become 
a participating utility, the revisions to the Act mandated dismissal of the pending electric 
case.   
 
 Staff also argues that the reporting of a cost on FERC Form 1 does not, in and of 
itself, make the cost recoverable under Public Acts 97-0616 and 97-0646.  But, AIC 
observes, 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.” (Section 16-108.5(c))  AIC asserts that Staff’s position 
simply ignores that rate case expense is an “otherwise recoverable” operating expense.  
Nor, AIC continues, can Staff dispute that the General Assembly was well aware of rate 
case expense.  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, AIC concludes that 
the general rule permitting recovery of that expense must apply. 
 
 Ms. Ebrey claims further that it is appropriate to disallow the expense because 
the dismissed electric case “did not improve or enhance the electric service to Ameren 
electric customers.” (Staff Ex. 6.0 at 14)  But, AIC argues, that is not the standard for 
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determining whether rate case expense is recoverable.  AIC maintains that the standard 
is whether the expense is just and reasonable.  
 
 Staff alternatively recommends, should the Commission disagree with complete 
disallowance of the Docket No. 11-0279 expense, that it should authorize recovery of 
$2.3 million as just and reasonable.  In light of this alternative recommendation, AIC 
argues that Staff admits that the costs in question are, in substantial part, reasonable 
and prudent.  AIC finds Staff's alternatives inconsistent in that Staff recommends 
complete disallowance of an otherwise recoverable operating expense it concedes is 
largely just and reasonable.   
 
 Moreover, AIC continues, the cost components of the Docket No. 11-0279 rate 
case expense have already been reviewed and approved by the Commission.  AIC 
reports that Staff assessed AIC’s rate case expense in Docket Nos. 11-0279/0282 
(Cons.) and recommended that 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.  
The Commission agreed with Staff’s assessment and authorized recovery of 50% of the 
total rate case expense in Docket No. 11-0282.  AIC explains that the gas portion of the 
Docket Nos. 11-0279/11-0282 (Cons.) rate case expense was for the same services of 
the same attorneys and consultants as the electric.  The Commission sanctioned 
recovery of the unsegregated gas portion of those providers’ services.  As such, AIC 
argues that 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.   
 
 In addition, AIC contends that 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.  AIC understands Staff to 
apparently believe that the Commission’s assessment of rate case expense in Docket 
No. 11-0282 is subject to collateral review because “[t]he Commission is currently 
evaluating rate case expense with greater scrutiny than in the past.”  (Staff Ex. 6.0 at 
20)  AIC responds that 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.  Ms. 
Ebrey points to several dockets, including Docket No. 10-0467, wherein the 
Commission ordered a rulemaking related to rate case expense, and Docket No. 11-
0711, the rulemaking docket itself in support of her position.  But both the Commission’s 
Order in Docket No. 10-0467 and its Initiating Order in the rulemaking preceded its 
Docket No. 11-0282 Order.  Therefore, AIC finds Ms. Ebrey’s position to be misplaced.  
Further, in its Docket No. 11-0282 Order, AIC contends that 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 
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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. (Order at 45-46)   

 
 AIC argues further that Staff's specific adjustments can be rejected on their 
merits.  First, Ms. Ebrey recommends that Accenture’s cost be disallowed because she 
believes that the consultant’s invoices are vague and “the identity of the witness is not 
known.” (Staff Ex. 6.0 at 16)  Yet, she admitted that a cursory review of the Docket Nos. 
11-0279/0282 (Cons.) record shows the witness was James Mazurek. (AIC Ex. 18.0R at 
16 (citing AIC-Staff 11.01, 11.02))  AIC states that Ms. Ebrey similarly recommends 
disallowance of SFIO’s fee based on her belief that the consultant’s invoices are vague. 
(Staff Ex. 6.0 at 15)  While Ms. Ebrey deems recovery of a consultant’s expense largely 
dependent upon the level of detail in its invoices, AIC states that neither Section 9-229 
nor the Commission do.  AIC reiterates that the Commission looked favorably upon the 
information provided in Docket No. 11-0282 and expressed no concern regarding the 
level of detail in consultant invoices.  
 
 Second, Ms. Ebrey recommends disallowance of the costs of outside counsel 
related to withdrawal of Docket No. 11-0279.  The record in that proceeding, however, 
demonstrates AIC filed a motion to dismiss the electric case prior to the dismissal 
mandated by the Act.  Had that motion been granted, AIC states that further incurrence 
of rate case expense would have been mitigated.  Thus, AIC continues, certain outside 
counsel fees were incurred, in part, to limit costs. 
 
 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.  AIC complains 
that this shows an ignorance of the record of those proceedings.  According to AIC, a 
number of its witnesses were not experienced expert witnesses, but rather AMS 
employees with job responsibilities other than testifying in proceedings before regulatory 
bodies.  Moreover, AIC contends that simply because a witness has experience 
testifying does not mean they can not benefit from additional preparation. 
 
 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.  AIC witness Nelson 
testifies that Mr. Warren is a nationally recognized tax attorney and tax expert 
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specializing and practicing exclusively in the area of tax.  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, AIC complains that Staff simply recommends 
supplanting that expert’s hourly rate with the confidential rate of another consultant (a 
certified public accountant) hired by another utility in another docket.  AIC does not 
consider this appropriate. 
 

c. Commission Conclusion 
 
 With the enactment of Public Acts 97-0616 and 97-0646, AIC had a choice to 
make.  Under the revisions to the Act, AIC was eligible to choose to become a 
"participating utility" and enjoy the benefits of the formula rate methodology.  Upon 
choosing to do so, however, it knew that Section 16-108.5(c) would require it to 
withdraw its pending electric rate case, Docket No. 11-0279, and that the Commission 
would be statutorily mandated to approve that withdrawal.  Accordingly, AIC had to 
choose between completing its electric rate case and participating in a grid 
modernization program.  Regardless of the advantages and disadvantages of AIC's 
options, the choice was AIC's to make. 
 
 When it initiated Docket No. 12-0001, AIC made its choice to become a 
participating utility.  The Commission dismissed Docket No. 11-0279 with prejudice as 
required on January 5, 2012.  No mention of rate case expense was made in the Order.  
AIC now seeks to recover the costs of the electric rate case that it voluntary chose to 
withdraw through its election to become a participating utility under Section 16-108.5 of 
the Act. 
 
 In reviewing the arguments of Staff and AIC on this issue, the Commission can 
not shake the notion that AIC is attempting to avoid the negative consequences of its 
own decision to forego its electric rate case.  The Commission recognizes that AIC has 
recorded its rate case expenses from Docket No. 11-0279 on its 2011 FERC Form 1, 
but does not agree with the implication of AIC's argument that whatever AIC records on 
FERC Form 1 is recoverable.  As AIC itself observes, Section 16-108.5(c) provides that 
"[n]othing in this Section is intended to allow costs that are not otherwise recoverable to 
be recoverable by virtue of inclusion in FERC Form 1."  Generally, so long as they are 
reasonable and within the parameters of Section 9-229, rate case expenses are 
recoverable.  This is the norm.  But it is also the norm that rate cases are completed 
with an order balancing the interests of a utility and its customers to their mutual benefit.  
Extremely rarely is a rate case abruptly dismissed right before the issuance of an order.  
Given the nature of its conclusion, Docket No. 11-0279 is not the norm.  With the 
dismissal of Docket No. 11-0279, AIC and its customers were left with many rate and 
tariff issues undecided.  AIC's desire to recover its expenses on a voluntarily abandoned 
effort is not well taken by the Commission.  The inclusion of its rate case expenses from 
Docket No. 11-0279 on its 2011 FERC Form 1 does not ameliorate the Commission's 
view. 
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 The Act does not bar AIC's recovery of its rate case expenses from Docket No. 
11-0279, but nor does it authorize recovery of the expenses.  In light of the unusual 
nature of the conclusion of Docket No. 11-0279, the fact that AIC freely chose to end 
the docket in that manner, and the Commission's finding that the Act provides it with 
discretion in these circumstances, the Commission concludes that Staff's primary 
position on this issue should be adopted.  Accordingly, the Commission will disallow  
$2,503,519 in rate case expenses from Docket No. 11-0279 allocated to electric 
delivery services. 
 

5. Deferred State Income Tax Expense 
 
 In 2011, the Illinois Income Tax Act ("ITA"), 35 ILCS 5/101 et seq., was amended 
to provide for an increase in the SIT rate.  The change in Illinois’ corporate business 
income tax rate, codified at Section 201 of the ITA, caused AIC’s SIT rate to increase 
from 7.3% to 9.5% in years 2011 through 2014, with a reduction to 7.75% in 2015 
followed by a further reduction to 7.3% in 2025.  AG/AARP, CUB, and Staff maintain 
that AIC has failed to account for reductions in the tax rate. 
 

a. AG/AARP Position 
 
 AG/AARP witness Brosch proposes an adjustment to AIC’s asserted income tax 
expenses to account for the full impact of the SIT rate changes occurring in 2011.  He 
explains that AIC has recognized only part of the higher Illinois corporate income tax 
rate that is effective in 2011 in its proposed inception revenue requirement.  AIC Ex. 1.1 
at Schedule C-4 reflects utilization of the new higher 9.5% Illinois state tax rate at line 2, 
to calculate the “Incremental Tax Gross Up Factor” that is used on Schedule FR A-1 at 
line 16.  Unfortunately, Mr. Brosch observes that AIC's calculations assume that AIC will 
experience taxable income and actually pay taxes at these higher rates, even though all 
of AIC’s current SIT obligations in 2011 are actually being deferred into future years. 
 
 AG/AARP state that the scheduled reductions in future Illinois SIT rates result in 
significant income tax savings to AIC.  AG/AARP explain that AIC tax deductions taken 
today will produce income tax deferrals today when tax rates are at the higher 9.5% 
rate, creating book/tax timing differences and deferred income taxes today that will 
reverse in future years, at which time income taxes will then become payable at the 
lower tax rates scheduled to be effective at that time.  AG/AARP contend that this 
phenomenon is completely ignored in AIC’s filing, but is the subject of specific large 
ratemaking adjustments in ComEd’s formula rate update filing in Docket No. 12-0321.  
Mr. Brosch quotes ComEd's witness on this issue extensively to demonstrate ComEd's 
recognition of the situation. (See AG/AARP Ex. 1.0 at 31-32) 
  
 AG/AARP further note that the income tax expense adjustments that ComEd 
proposes in Docket No. 12-0321, due to a lower future SIT, are individually significant.  
Mr. Brosch points out that one such adjustment results in a 2011 income tax expense 
benefit of $16.9 million.  This adjustment is quantified at ComEd Ex. 3.2, WP 9, page 2 
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of 4 and results from utilization of lower income tax rates to calculate deferred income 
tax expenses in 2011, in anticipation of reversal of book/tax timing differences in future 
years when SIT rates are scheduled to be lower. 
 
 AG/AARP argue that ComEd’s discussion of the revenue requirement effect of 
the SIT rates and Generally Accepted Accounting Principles ("GAAP") apply equally to 
AIC.  While the specific tax deductions, tax credits, and income levels are obviously 
unique to each of the two utilities, AG/AARP aver that there is no reason why only 
ComEd is able to benefit from the expected turnaround of tax deferrals in future, lower-
rate tax periods.  AG/AARP state that AIC offers no testimony or calculations indicating 
how the changing Illinois SIT rates will impact its ADIT accounting or recorded deferred 
income tax expenses. 
 
 AG/AARP report that AIC explains the absence of deferred income tax expense 
adjustments comparable to those included in ComEd’s formula rate filing in its response 
to AG DR 2.04, in which AIC was asked to explain the omission of comparable 
adjustments in its filing in Docket No. 12-0293.  In its response to part (d) of this 
question, AIC states, "See AG 2.04 Attach 2 which identifies only the schedule m’s that 
were booked during the normal course of the year with a difference between current 
and deferred income tax expense.  The jurisdictional amount is a reduction to income 
tax expense of $27,995."  In response to part (e) of this DR, AIC states, "AIC is not 
proposing ratemaking treatment of the SIT rate differential impacting ADIT, as quantified 
in response to part (d), based on past practice of the Commission in calculating income 
tax expense at statutory rates."  AG/AARP Exhibit 1.7 contains a copy of AIC’s 
response to AG DR 2.04. 
 
 Mr. Brosch verifies that AIC is deferring large amounts of SIT in 2011 at 
Schedule C-5a, page 3, line 65, wherein AIC indicates that calendar year SIT expenses 
that are currently payable are negative $16.3 million, while deferred SIT are positive 
$28.3 million.  This means that AIC’s current state taxable income is negative, because 
tax deductions and tax credits exceed taxable revenues.  Yet, he observes, AIC’s 
revenue requirement will recover large amounts of “deferred” income taxes that will 
serve to reduce rate base until such amounts become payable in future tax years. 
 
 AG/AARP understands AIC to concede that the phenomenon of having a tax rate 
increase generating tax savings should be reflected in the revenue requirement and that 
this phenomenon is material in 2011, with the tax rate change not being permanent.  
Unfortunately, they find AIC witness Stafford’s method of reflecting the tax rate change 
phenomenon in the calculation of revenue requirement much different than the 
adjustments they and CUB propose and much different than the treatment of this same 
issue by ComEd in Docket No. 12-0321.  Mr. Brosch revised AG/AARP Exhibit 3.1 to 
include the revised downward adjustment to income tax expense that Mr. Stafford 
presented.  AG/AARP recommend that AIC's 2011 income tax expenses for ratemaking 
purposes be reduced by the net amount of $4.137 million to account for the temporary 
nature of SIT rate changes. 
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 But even though AIC conceded the need to recognize the expense impact of SIT 
rate changes, AG/AARP assert that another adjustment is still needed.  As Mr. Brosch 
notes, AIC proposes to include only one-fifth of the expense reduction within income tax 
expenses.  Mr. Stafford testifies, “Ameren Exhibit 11.1, Schedule FR B-1, line 31 and 
App 5 have been adjusted to reflect amortization of the $4.137 million credit due to the 
tax rate change. 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, as further detailed in AIC 
Exhibit 11.1, App 7, line 29.” (AIC Ex. 11.0R at 39)  AG/AARP contend, however, that 
the problem is that by “amortizing” the 2011 permanent income tax expense savings 
over five years, AIC will effectively deny ratepayers participation in the other four-fifths 
of the annual deferred income tax expense savings caused by temporarily higher SIT 
rates in 2011.  The adjustment now set forth in AG/AARP Exhibit 3.1, page 4, replaces 
the four-fifths share of the needed adjustment to income tax expenses, moving this 
amount from rate base back into the 2011 operating income computations. 
 
 AIC offers two reasons for its deferral and amortization treatment of permanent 
income tax expense savings.  First, according to Mr. Stafford, “Since this tax rate 
change exceeds $3.7 million, Section 16-108.5(c)(4)(F) of the Act requires charges or 
credits 'including those related to taxes' to be recognized as a deferral subject to 
amortization, consistent with the charge for an incremental storm event that was 
deferred in the Company's direct filing.”  Then, he states, “Consistent with treatment of 
the incremental storm event discussed at pages 22-23 of my Direct Testimony, which 
no party opposed, since the tax rate change giving rise to the deferred income tax 
expense reduction occurred in the year prior to AIC's opt-in to formula rates and prior to 
the first calendar year reconciliation and true-up, the Company does not intend to 
continue the deferral and amortization of this credit in subsequent formula rate 
proceedings.” (AIC Ex. 11.0R at 39) 
 
 In response, AG/AARP argue that the effect of AIC’s proposed treatment of 
deferred income tax expense savings arising from the temporary increase to SIT rates 
is to deny ratepayers participation now, or in future years, for the other four-fifths of 
permanent income tax expense savings experienced by AIC in 2011.  Mr. Brosch 
testifies that his understanding of Mr. Stafford’s reference to storm costs is that AIC 
intends to not credit ratepayers for any of the last four years’ amortization for the 
permanent income tax savings he would “defer” in 2011.  In fact, AG/AARP continue, 
the 2011 income tax savings arising from temporarily higher SIT rates should not be 
deferred and amortized.  Mr. Brosch asserts that these are permanent and ongoing 
expense savings and are not abnormal or non-recurring in nature.  He contends that 
these income tax savings are not comparable to large and unusual storm restoration 
events or one-time severance events that are routinely deferred and normalized for 
ratemaking purposes.  AG/AARP find Mr. Stafford’s analogy to storm costs inapplicable 
to the SIT rate change income tax savings that AIC can expect to realize in each future 
year under current law. 
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 Moreover, AG/AARP maintain that deferral and amortization of the 2011 income 
tax savings arising from temporarily higher SIT rates are not required under Section 16-
108.5(c)(4)(F) of the Act.  This Section provides for: 
 

(F) 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 or $10,000,000 for a participating utility that serves 
more than 3 million retail customers 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; 

 
AG/AARP understand Mr. Stafford to focus on the phrase “including those relating to 
taxes” and apparently believes that the SIT rate change impact should be deferred 
because it falls within the “changes in law” element of the listing in this section.  They 
counter, however, that the overall net impact of the changes to income tax expense 
arising from new SIT rates does not reach the $3.7 million threshold that requires 
deferral and amortization. 
 
 Mr. Stafford observes that the change from 7.3% to 9.5% SIT rates within AIC’s 
calculation of current income taxes on Schedule C-5a produced a net increase in state 
and federal income tax expense of $1,813,717.  Then, in response to Mr. Brosch,  Mr. 
Stafford admits that, “As shown on Ameren Exhibit 11.3, the change in deferred income 
tax expense of calculating current income tax expense at 9.5% but amortizing 2011 tax 
benefits at 7.75% or 7.3% results in a reduction to 2011 actual jurisdictional income tax 
expense of $4.137 million.” (AIC Ex. 11.0R at 37)  AG/AARP then calculate that the 
overall net impact of the SIT rate change, using AIC’s numbers, is the combined 
increase of $1,813,717 less the reduction of $4,137,000, which nets to $2,323,283.  
AG/AARP conclude that this $2.3 million net impact arising from SIT rate changes does 
not meet the criteria specified in the referenced section of the law. 
 
 AG/AARP state further that irrespective of the dollar threshold for changes in law 
under formula ratemaking, deferral and amortization of AIC’s deferred income tax 
expense savings arising from SIT rate changes is not appropriate.  Unusual, 
extraordinary events or costs that are non-recurring in nature are often considered for 
deferral and amortization ratemaking, so as to spread out and “normalize” the amounts 
included in revenue requirements to be paid by customers.  For example, the high 
expenses that are incurred by utilities after extreme storm events in order to quickly 
restore service are routinely deferred and amortized by regulators to avoid setting rates 
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as if such severe storms occur in every year that new rates are in effect.  In contrast, 
AG/AARP aver that the higher currently payable income taxes and the offsetting 
deferred income tax expense savings created under revised SIT rates are not unusual, 
extraordinary, or non-recurring.  AG/AARP contend that the pattern of higher current 
income taxes offset by lower deferred income tax expenses for property-related 
book/tax timing differences will persist in future years.  AG/AARP insists that it would be 
inappropriate as a matter of ratemaking policy to defer and amortize a pattern of income 
tax expense impacts under new SIT rates that will be recurring in future years.  
 
 Additionally, as mentioned earlier, AIC will not actually pay income tax expenses 
at the new 9.5% rate on all of its income earned under Illinois formula ratemaking.  
AG/AARP reiterate that AIC is not currently paying any SIT, and AIC's calculated overall 
tax expense reveals an expectation of continued negative currently taxable income in 
the future.  Large income tax deductions have resulted from tax accounting changes 
adopted by AIC that permit current deduction as “repairs” expenses for property-related 
costs that are capitalized on the books as Plant in Service.  AG/AARP explain that these 
deductions, as well as the continuing large deductions for “bonus” tax depreciation in 
2012, have the effect of deferring AIC’s income tax liability into distant future periods 
when Illinois SIT rates are scheduled to revert to lower levels.  Even if circumstances 
change, such that AIC begins paying income taxes at the higher currently effective SIT 
in future years, AG/AARP state that annual formula ratemaking will allow AIC to 
recognize and fully collect income tax expenses under then current conditions.  These 
annual proceedings, AG/AARP argue, provide AIC with an opportunity to annually 
update the relevant calculations to revise total income tax expense for all of the impacts 
(current and deferred expense provisions) caused by the SIT rate change. 
 

b. CUB Position 
 
 In light of the statutory scheduled reductions in the SIT rate and consistent with 
the proposal by ComEd in Docket No. 12-0321, CUB recommends that AIC’s operating 
expenses be reduced by $4.137 million.  CUB witness Smith explains how AIC initially 
failed to recognize the effect of the change in SIT rates by negating any impact of 
making an adjustment on its Part 285 Schedule C-5.2.  Instead, Mr. Smith calculates 
this adjustment similar to ComEd’s treatment of the issue, since both use the same 
FERC USOA and similar state regulatory and ratemaking principles.  Mr. Smith notes 
that because of the similar situations between the two utilities with respect to this issue, 
the deferred 2011 SIT expense should be similarly reflected in the utilities’ formula rate 
filings under Section 16-108.5 of the Act.  Mr. Smith’s adjustment also accounted for the 
effect of the change in SIT on federal income taxes, and came to an amount similar to 
AIC witness Stafford’s calculation in his rebuttal testimony ($3.983 million versus $4.137 
million).  In his own rebuttal testimony, Mr. Smith agreed with Mr. Stafford’s calculation 
of the $4.137 million net deferred SIT savings. 
 
 CUB observes, however, that Mr. Stafford testifies that he separated two 
components of the change resulting from the SIT law because he believed that Section 
16-108.5(c)(4)(F) “says that specifically that you have to consider each charge or credit 
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separately.” (Tr. at 231)  Despite this interpretation, CUB continues, Mr. Stafford admits 
that neither of the two changes that he “separates” would have occurred absent the 
General Assembly’s singular action to change the SIT rate.  Indeed, CUB states further, 
AIC admits that “[s]ince Ameren is required to maintain its books and records in 
accordance with [GAAP] and in accordance with any and all other tax guidance and 
accounting authority applicable to utilities, as does ComEd, AIC does not expect that 
there would be any material difference in implementation of the SIT rate change.” 
(AG/AARP Ex. 1.7 at 2) 
   
 As for Mr. Stafford’s proposed deferral and amortization of the SIT tax rate 
change impact on deferred income taxes only, CUB insists that it is improper and must 
be rejected.  As an initial matter, CUB notes that Section 16-108.5(c)(4)(F) of the Act 
provides for amortization “of the full amount of each charge or credit that exceeds 
$3,700,000 … 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.”  
Changes in law include “those relating to taxes…occurring after the effective date of this 
amendatory Act of the 97th General Assembly.”  CUB states that the overall net impact 
of the SIT rate change, according to AIC’s own calculations, is $2,323,283.  AIC argues 
that netting the two amounts is not contemplated by the statute since it requires 
amortization “of the full amount of each charge or credit,” claiming that the current tax 
increase and the deferred tax reduction are separate “charges or credits.” (AIC Initial 
Brief at 48)  CUB contends that this interpretation of the Act ignores the rest of that 
provision of the law, which requires that any change in law must occur “after the 
effective date of this amendatory Act of the 97th General Assembly” to trigger the 
amortization provision. (Section 6-018.5(c)(4)(F)(emphasis added)  CUB reports that the 
effective date of the amendatory act which created the amortization provision was 
October 26, 2011. (See Public Act 97-0616)  The effective date of the change in the SIT 
law was January 13, 2011. (See Section 201(b)(10) of the ITA; Public Act 96-1496)  
Therefore, CUB concludes, the change in the SIT law that could trigger the amortization 
provision did not, in fact, occur after the effective date of the provision itself.  Although 
the state corporate income tax rate itself changes in future years, those changes do not 
require any further changes in the law governing those rates.  That is, the law that 
became effective January 13, 2011 includes those future changes in SIT rates.   
 
 CUB also maintains that Mr. Stafford's proposal to treat only the deferred income 
tax impact as an item that requires amortization produced results of having only an 
$827,000 reduction to deferred income taxes be reflected for operating expense and 
$3.310 million being credited to Rate Base in AIC’s rebuttal filing.  Because the tax 
change occurred in the year prior to AIC’s opt-in to the formula rate, Mr. Stafford 
explains that AIC did not intend to continue the deferral and amortization of the credit in 
subsequent formula rate proceedings.  Mr. Smith counters that the net impact of the SIT 
change does not exceed the statutory threshold of $3.7 million, since both the current 
SIT increase of $1.814 million must be considered along with the $4.137 net decrease 
to deferred state and federal income tax expense.  As an accountant, Mr. Smith testified 
that the term “net” as used in his testimony meant “that the impact of the state tax law 
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change on 2011 did not exceed the $3.7 million threshold for amortization that’s 
provided for in the Act.” (Tr. at 456)  In opposition to Mr. Stafford’s assertion, Mr. Smith 
explains, “this is a change in state tax law, and when you combine the increase in 
current SIT expense and a decrease in deferred income tax expense, one went up and 
the other went down, that net impact doesn’t exceed the 3.7 million threshold that 
applies to Ameren.” (Id. at 457)  According to Mr. Smith, this is the correct treatment of 
the SIT change because “both of the items are the result of the change in the state tax 
law, so I think in this instance, you … have to combine them to evaluate whether they’re 
above or below the 3.7 million.” (Id.) 
 
 Moreover, Mr. Smith testifies that the impacts on deferred SIT expense related to 
the known changes in the SIT rate are annually recurring, and are not an isolated 
impact confined to calendar year 2011 but rather create additional annual reductions in 
2012 through, at least, 2024.  Given AIC’s recalculation of its 2011 jurisdictional SIT 
expense for the difference between Illinois’ 7.3% and 9.5% SIT rates, Mr. Smith also 
testifies that pursuant to the matching principle there should be consistency in the 
period used to calculate current and deferred income tax expenses.  Instead, AIC seeks 
to use calendar year 2011 to calculate current SIT expense but only reflects one-fifth of 
the known and measureable impact of the SIT rate change.  Instead of reflecting the 
effect as a one-fifth amortization, Mr. Smith concludes that the annual impact should be 
reflected in AIC’s rate structure. 
 

c. Staff Position 
 
 Staff supports the same adjustment concerning deferred SIT expense that 
AG/AARP and CUB recommend.  Like the intervenors, Staff also accepts the savings 
amounts calculated in AIC Ex. 11.3.  Thus, Staff concludes that the only contested issue 
on this topic is how to appropriately present these savings in the approved revenue 
requirement. 
 
 Staff recommends that the tax savings be reflected as a net reduction to income 
tax expense in the operating statement of $4.137 million rather than the amortized 
treatment reflected by AIC in AIC Ex. 11.2, Workpaper 5.  Staff rejects the idea that 
since the calculation of deferred tax expense ($4.137 million) is greater than the $3.7 
million threshold, Section 16-108.5(c)(4)(F) of the Act requires the amount to be 
recognized as a deferral subject to amortization.  Staff points out that this section of the 
Act provides for unusual significant costs (credits) that occur in a calendar year to be 
spread over a longer period for recovery, such as storm expense.  The tax credit 
resulting from the change in SIT is not, Staff points out, a credit that occurs in a single 
calendar year but is rather an impact that will be realized in future periods as the taxes 
that were deferred at the higher rate will be paid out at a lower rate when the state tax 
rate decreases.  Even if Section 16-108.5(c)(4)(F) is found to apply to this issue, Staff 
agrees with AG/AARP witness Brosch's view that AIC's analysis does not consider the 
entire impact of the SIT rate change. (See AG/AARP Ex. 3.0 at 33) 
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d. AIC Position 
 
 AIC reports that the result of the SIT rate 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; 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.  
Thus, AIC states that the increase in the SIT rate actually resulted in income tax 
savings, due to the fact that the tax rate change was not permanent.  AIC understands 
that all of parties agree that (i) there is a reduction in deferred tax expense, and (ii) it 
should be reflected for ratemaking purposes.  AIC also agrees that the only material 
dispute is how to reflect the tax savings amount for ratemaking purposes. 
 
 AIC argues that Section 16-108.5(c)(4)(F) requires the amortization of the 
deferred income tax expense of $4.137 million over five years, with one-fifth of the cost 
included in operating expense in the amount of $827,000 and the remaining four-fifths, 
or $3.310 million, of the credit included in rate base.  AIC claims that this treatment is 
consistent with the charge for an incremental storm event that was deferred in AIC’s 
direct filing.  AIC rejects the argument of Staff and intervenors 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.  According to AIC, netting these amounts is not 
contemplated by the statute; AIC states that Section 16-108.5(c)(4)(F) requires 
“amortization over a 5-year period of the full amount of each charge or credit.”  AIC 
maintains that 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).  Mr. Stafford attempts to explain that 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.  Mr. Stafford asserts that this tax rate change component exceeds $3.7 
million.  Because these two components are separate, AIC argues that they must be 
evaluated separately under the statute, and not “netted” as AG/AARP and CUB 
propose.  AIC claims further that its treatment in this regard is consistent with the 
Commission’s Order in 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. (See Order at 108) 
 
 AIC also disagrees with the Staff and intervenor argument that the SIT rate 
differences will affect deferred SIT 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).  AIC maintains that its adjustment is limited to the impact 
on deferred income taxes in 2011.  Accordingly, AIC indicates that the measured impact 
that is the basis for the amortization is actual 2011 income tax expense, as shown on 
the 2011 FERC Form 1, not some future year amount.  Because the deferred tax 
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amount is a credit “in the applicable calendar year” (2011), and exceeds $3.7 million in 
2011, AIC claims that amortization is appropriate under the terms of the statute.  AIC 
reiterates that this treatment is consistent with the treatment of electric distribution tax in 
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. (See 
Order at 106, 108)  AIC states that 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, AIC continues, would be measured against the $3.7 
million threshold and treated accordingly in those years. 
 

e. Commission Conclusion 
 
 The Commission has reviewed the parties' arguments and understands that the 
only material dispute is how to reflect the tax savings amount for ratemaking purposes.  
The parties' positions focus in large part on the application of Section 16-108.5(c)(4)(F) 
of the Act.  The Commission has considered this issue and concludes that Staff, CUB, 
and AG/AARP have properly applied the law for the reasons they offer.  The 
Commission notes, however, that Staff and AG/AARP have calculated the revenue 
impact of the adjustment differently.  Upon reviewing the calculations by each party, Mr. 
Brosch appears to have neglected to apply the gross revenue conversion factor.  Staff's 
calculation, on the other hand, properly incorporates the gross revenue conversion 
factor.  For this reason, Staff's calculations are adopted.For purposes of this adjustment, 
the Commission will adopt Staff's calculations. 
 

6. Section 9-227 Donations/Charitable Contributions 
 

a. Staff Position 
 
 Staff recommends that ten of AIC's charitable contributions be disallowed, as 
reflected in Appendix A, Schedule 11 attached to Staff's Initial Brief.  Staff argues that 
membership fees to tourism commission and economic development organizations are 
not donations because AIC receives a corporate benefit from making these donations. 
Staff explains that the corporate benefits received range from receiving member 
discounts to being involved in joint efforts to shape public policy and key issues 
affecting their businesses and their community.  Staff reports that the membership 
benefits to AIC are explicitly stated on the websites of the economic development 
organizations. (See Staff Ex. 3.0R-C at 9-10) 
 
 In determining whether contributions are recoverable from rate payers, Staff 
considers the donees’ status under the Internal Revenue Code ("IRC"), 26 United 
States Code 1 et seq., as a Section 501(c)(3) organization.  In addition, Staff considers 
whether AIC received or expected to receive benefits from the donations.  Staff 
concludes that if a donor benefits when making a gift/donation, then the donation should 
not be recoverable from ratepayers.  Staff provides this as a basic definition for a 
donation to be considered a charitable contribution.  Staff maintains that ratepayers 
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should not have to reimburse AIC for the cost of donations for which AIC received a 
benefit. 
 
 Although the Commission in its Order in Docket No. 12-0001 rejected the use of 
Section 501(c)(3) status as the sole filter for determining recoverability, Staff points out 
that the Commission’s conclusion in that case did not address whether AIC received or 
expected to receive benefits from its donation.  In addition, Staff observes that the home 
page of many of the economic development organizations’ websites in which AIC is a 
member prominently display advertisements of members’ products, services, and 
website links.  Staff reports that the information available on these websites promotes 
benefits to members, encourages potential electronic commerce transactions, and 
fosters business connections.  In Staff's opinion, this type of sales-related activity does 
not suggest that these organizations are primarily charitable or public welfare groups, 
but rather function as a forum to promote the business of its members.   
 
 As an example of its concerns, Staff references the website for the Greater 
Springfield Chamber of Commerce (http://www.gscc.org/join/benefits.asp).  According to 
Staff, the website states the following: 
 

Membership in the Greater Springfield Chamber of Commerce offers 
significant opportunities to grow your business, hear from the region’s 
prominent business and government leaders, and expand your contacts. 

 
Staff believes that it is evident that corporations receive a benefit from being members 
in these types of organizations.  What is not described, Staff continues, is the 
organization's charitable mission or how the public welfare benefits from the 
organization. 
 
 In response to AIC's claim that these economic development organizations 
enhance local communities by attracting new industry and jobs, and assist companies in 
relocating and expanding, Staff asserts that it is highly improbable that the vast majority 
of AIC ratepayers could identify any benefit they have enjoyed from these AIC 
donations.  Moreover, based on the corporate tax structure policies of the State of 
Illinois and various other units of government,2

                                            
2 Staff references the Tax Increment Allocation Redevelopment Act (65 ILCS 5/11-74.4.1 et seq.), the 
Economic Development Project Area Tax Increment Allocation Act of 1995, (65 ILCS 110/1 et seq.), the 
Business District Development and Redevelopment Act (65 ILCS 5/11-74.3 et seq.), and the County 
Economic Development Project Area Tax Allocation Act (55 ILCS 85/). 

 Staff contends that it is likely that the 
economic development opportunities fostered by these organizations in their respective 
communities is done at the expense of the loss of economic development in other 
Illinois communities, some of which may also be in AIC’s territory.  As an example, Staff 
states that organizations such as the municipal chambers of commerce that AIC 
donated to often attract jobs away from another Illinois municipality, which may also be 
in AIC’s service area.  Staff reiterates that it is very difficult to see how this would benefit 
the public welfare of the state as a whole or even the more limited public welfare of 
those paying AIC rates. 

http://www.gscc.org/join/benefits.asp�
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 Staff reports that the Commission has previously concluded that payments to 
economic development organizations disguised as charitable contributions should not 
be recovered from ratepayers.  In these orders, Staff relates that the Commission 
explicitly found that it is not willing to blur the distinguishable categories of industry dues 
and charitable contributions.  The Commission concluded in the cited orders that the 
specific contributions to economic and community development organizations at issue 
were more properly categorized as industry dues that should be shouldered by 
shareholders. 
 
 In the Order in Docket No. 05-0597, the Commission disallowed a $50,000 
donation to the Illinois Manufacturers’ Associations ("IMA") because the payment 
constituted a payment for lobbying or a political activity.  The Commission stated: 
 

ComEd claims that this contribution was for the IMA’s “Research on 
Education in Illinois” and that Staff’s adjustment for this should be 
rejected. Staff argues that the invoice is clearly labeled a “Legislative 
Strategies” contribution. Section 9-224 of the Act (220 ILCS 5/9-224) 
prohibits including in any rate or charge any costs or payments for 
lobbying or political activity. Therefore, the Commission accepts Staff’s 
recommended disallowance of $50,000.00. (July 26, 2006 Order at 101) 

 
 Likewise, in the Order in Docket No. 04-0442, the Commission upheld a Staff 
disallowance for an amount paid to the Danville Area Economic Council.  The 
Commission found that the payment was within the category of dues and not charitable 
contributions.  The Commission explained that: 
  

The first area of the adjustment concerns the amount paid to the Danville 
Area Economic Council.  This type of adjustment also was at issue in 
Docket 03-0403.  The Order entered in that case states: 

 
The Commission is not willing to blur the distinguishable categories 
of industry dues and charitable contributions.  The Order entered in 
90-0169 squarely places the costs for industry association dues on 
the shareholders. See Order, 90-0169, at 65. 

 
The Commission finds that the payments to the Danville Area Economic 
Council are within the category of dues and not charitable contributions.  
The eventual public purpose, as alleged by Aqua, is insufficient to qualify 
the dues paid for recovery pursuant to Section 9-227.  The Commission 
therefore holds that the adjustment proposed by Staff is proper for the 
payments to the Danville Area Economic Council. (April 20, 2005 Order at 
31) 

 
 In the Order in Docket No. 03-0403, which concerned Consumers Illinois Water, 
the Commission adopted Staff’s adjustment to charitable contributions because it lacked 
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sufficient evidence to determine that the contributions to the community and economic 
development organizations were properly within the scope of Section 9-227.  The 
Commission explained that: 
 

Neither party contends that the donations at issue are for “charitable 
scientific, religious or educational purposes.”  Instead, they are for 
community or economic development associations. 

* * * 
The Commission declines to presume that, at any given local 
unemployment rate, contributions to economic and community 
development organizations are necessarily for the public welfare.  It is 
possible that such a contribution is made for a purpose that can not be 
recovered under Section 9-227.  The Commission specifically notes, 
however, that it also does not establish any rule or presumption that 
contributions to economic and community development organizations may 
not be recovered under Section 9-227.  Instead, a determination must be 
made on the evidence presented for each case.  The utility has the burden 
to provide the evidence required to establish recoverability under this 
Section. 

* * * 
With only the basic information contained in Schedule C-7 and Company 
testimony regarding other donations not at issue here, the Commission 
lacks sufficient evidence to determine that the contributions to the 
community and economic development organizations are properly within 
the scope of Section 9-227.  Accordingly, the Commission concludes that 
the amounts in question should be excluded from the cost of service in 
this case. (Cf. Order, 02-0690, at 21 (disallowing recovery of donations 
“which may or may not be allowable under the Act, but [due to the] lack of 
evidence, cannot be determined as such”). Accordingly, Staff’s proposed 
reduction to charitable contributions is accepted. (April 13, 2004 Order at 
18-19) 

 
 Another example in which the Commission concluded that dues to chambers of 
commerce and community organizations may not be characterized as charitable 
contributions is found in the Order in Docket No. 01-0432, which concerns Illinois Power 
Company: 
 

A significant component of Staff’s argument on this issue is that IP will 
receive membership benefits in return for the dues payments in question.  
Notably, IP did not refute this assertion.  The Commission concurs with 
Staff’s recommended disallowance of $56,000 of chambers of commerce 
and community organizations dues.  Since IP benefits from the payment of 
the dues, they may not be characterized as charitable contributions.  
Whether or not the IRS considers the organizations to which the dues 
payments were made not-for-profit is not at issue. (March 28, 2002 Order 
at 54) 
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 Upon considering the cited dockets, Staff contends that the donations at issue in 
this proceeding clearly suffer from the same infirmities as those charitable contributions 
addressed by the Commission above and further do not meet the Commission’s idea of 
a Section 9-227 “public welfare” donation as articulated in its Order in Docket No. 12-
0001.  Staff believes that at best, any alleged benefit to the public welfare is remote and 
tenuous.  On the other hand, Staff argues that the benefits AIC enjoys from these 
donations are direct and clear.  Staff recommends that the Commission accept Staff‘s 
proposed adjustment to remove from AIC‘s revenue requirement the donations to the 
ten economic development organizations because they are not legitimate charitable 
contributions. 
 

b. AIC Position 
 
 AIC states that 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 status as a filter to exclude from rates the donations that utilities make to 
economic development organizations.  AIC urges the Commission to reject Staff’s 
adjustment consistent with its findings in Docket No. 12-0001.  AIC contends that 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, AIC complains that Staff’s insistence 
that the recipient organizations qualify and register for Section 501(c)(3) status as a 
“charitable” organization eligible to receive tax-deductible contributions grafts onto 
Section 9-227 of the Act a requirement that is not written into the law.  Donations, AIC 
explains, are recoverable under Section 9-227 provided they are reasonable in amount 
and made “for the public welfare or for charitable, scientific, religious or educational 
purposes.”  AIC reports that the Commission previously found donations to be “for the 
public welfare” if they are “contributing to the general good of the public.” (Docket 11-
0721, Order at 98)  In AIC's opinion, 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. 
 
 Additionally, AIC complains that 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 IRC.  
AIC states further that 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 AIC Ex. 14.1, AIC provided the name of each 
recipient, each recipient’s Federal Employer Identification Number, 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.  AIC argues that this is actual data that can be used 
to objectively determine on a case-by-case basis whether a particular donation should 
be recovered.  AIC contends that the insistence on the use of a Section 501(c)(3) filter 
ignores the characteristics of the individual donation and AIC witness Pagel’s testimony.  
The difference, AIC continues, in the tax-exempt status of a Section 501(c)(3) and, for 
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instance, a Section 501(c)(6) organization should not dictate whether a donation is 
recoverable under Section 9-227 of the Act. 
 
 AIC argues as well that 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, AIC insists that it should be recoverable, regardless of whether it is 
deductible to the donor or the recipient organization is tax-exempt.  According to AIC, 
the context of the individual donation should control the analysis, not the federal tax 
status of the recipient organization.  Moreover, the fact that Section 501(c)(3) 
organizations are restricted in their lobbying is not in AIC's opinion evidence that 
donations to non-Section 501(c)(3) organizations somehow are being used for lobbying 
purposes.  AIC asserts that there is no evidence that indicates these local economic 
development organizations are using AIC’s donations to fund lobbying activities. 
 
 AIC also maintains that the categorical exclusion of donations to local economic 
development organizations ignores the benefits that these groups provide.  Ms. Pagel 
testifies that these organizations seek to nurture the development of communities in 
AIC’s service territory.  She states that 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.  That they may 
promote a business interest does not, in AIC's view, mean they do not serve a public 
need or provide a community benefit.  AIC relies on the Commission's finding in Docket 
No. 11-0721 that donations to local economic and community development 
organizations are recoverable operating expenses that just happen to “serve a public 
need that is different from serving the needy and the poor.” (Order at 98)   
 
 Lastly, AIC insists that Staff’s claim that donations to these groups deliver only 
"corporate benefits" to AIC is neither supported by any record evidence nor a credible 
theory.  AIC maintains that the standard for recovery is not whether the donor receives 
any ancillary benefits by virtue of the donation.  In any event, AIC argues that the record 
contains no evidence of it having received any benefit from any of its payments to the 
local economic development organizations or that its payments were membership dues.  
According to AIC, Staff’s focus should be on the purpose and use of the specific 
donation to the individual recipients, not on crafting a results-driven test to convince the 
Commission to exclude an entire category of donations.   
 

c. Commission Conclusion 
 
 The Commission has considered the arguments of Staff and AIC and is intrigued 
by Staff's citation to past orders and argument regarding benefits to AIC.  But because 
the record lacks any evidence of AIC having made the payments as membership dues 
or having received any benefits, the Commission is not prepared to consider the 
contributions similar to those at issue in the dockets cited by Staff.  Perhaps with 
additional evidence a different outcome would be reached.  That being said, the 
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Commission will not adopt Staff's proposed adjustment concerning charitable 
contributions. 
 
 But given the recent controversy surrounding charitable contributions, the 
Commission does seek to impose a requirement on the making of such donations in 
order to promote transparency to consumers.  Section 9-227 of the Act permits recovery 
of reasonable donations made for the public welfare or for charitable scientific, religious, 
or educational purposes.  Whether customers or the recipients of such donations are 
aware of their source, however, is not clear.  To promote customer understanding of the 
ratemaking process, AIC is to include with any and all future contributions the following 
statement: "Ameren's contribution is recovered in full from ratepayers as permitted by 
220 ILCS 5/9-227."  In addition to this statement appearing on a cover letter 
accompanying any donation, any signage recognizing AIC's support must contain the 
statement in a clearly visible format.  AIC's failure to abide by this requirement following 
the entry of this Order may result in the disallowance of the relevant contribution. 
 Information concerning benefits associated with charitable contributions should, if 
it is not already, be addressed in the workshops taking place in Docket No. 12-0457.  
The workshops should also consider whether customers or the recipients of such 
donations are aware of their source.  To promote transparency and customer 
understanding of the ratemaking process, participants in the workshops should discuss 
an appropriate means of disclosing that Section 9-227 of the Act permits utilities to 
recover charitable contributions from customers. 
 
VII. OPERATING REVENUES 
 
 The only contested issue pertaining to operating revenues in this matter 
concerns the proper treatment of late payment revenues.  Late payment charges are 
added to ratepayers' bills when payments have not been received by bill due dates.  
Electric Service Schedule Ill.C.C. No. 1, Original Sheet No. 3.018 provides for a ". . . 
late payment charge equal to 1.5% per month" to be assessed "on any amount 
considered past due," as more fully described in the tariff. 
 
 Just as they did in Docket No. 12-0001, AG/AARP and CUB recommend that 
100% of late payment revenues be considered subject to this Commission's jurisdiction 
and not subject to any revenue-based allocation factor that would allow AIC 
shareholders to retain a portion of such revenues.  Although the Commission adopted 
AG/AARP's position in Docket No. 12-0001, AIC continues to object to the adjustment in 
this docket.  While Staff supported AIC's position in Docket No. 12-0001, Staff now 
asserts that nothing has changed since that proceeding so there is no reason to deviate 
from the Commission's earlier conclusion on the treatment of late payment revenues. 
 
 The Commission appreciates the presentations of the parties regarding this issue 
and, particularly, understands AIC's desire to reserve its rights to further pursue this 
matter.  Nevertheless, the Commission rejects AIC's position for two reasons.  First, the 
purpose of this proceeding is to update inputs into AIC's existing formula rate which was 
established in Docket No. 12-0001.  The Act specifically prohibits the Commission from 
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modifying the formula rate itself, which is intended to protect both AIC and ratepayers.  
Second, even if this were an appropriate forum to consider modifying AIC's formula rate, 
AIC has failed to identify any change in law or facts that justify deviating from the 
Commission's decision in Docket No. 12-0001.  Accordingly, the Commission adopts 
the AG/AARP adjustment on this issue. 
 
VIII. RATE OF RETURN 
 
 The parties agree that Rate MAP-P properly applies an authorized rate of return 
on common equity of 9.71%, which equals the monthly average 3.91% 30-year United 
States Treasury bond yield during the subject year plus 580 basis points, as set forth in 
Section 16-108.5(c)(3) of the Act.  They also agree that Section 16-108.5(c)(2) provides 
that the formula rate approved by the Commission shall "[r]eflect the utility's actual 
capital structure for the applicable calendar year, excluding goodwill, subject to a 
determination of prudence and reasonableness consistent with Commission practice 
and law."  Although Section 16-108.5 effectively disconnects capital structure from rate 
of return, Staff is still concerned that AIC has overestimated the proportion of common 
equity in its capital structure.  AIC and Staff propose the following capital structures 
reflecting their respective recommendations: 
 

 AIC Staff 
Common Equity 54.85% 51.00% 
Preferred Stock 1.65% 1.64% 
Long-Term Debt 43.50% 47.36% 
Short-Term Debt 0% 0% 
 100.00% 100.00% 

 
A. Uncontested Issues 

 
1. Construction Work in Progress Accruing Allowance for Funds 

used During Construction Adjustment 
 
 Staff recommends an adjustment to the average balances of long-term debt, 
preferred stock, and common equity to remove the portions that the AFUDC formula 
assumes is financing CWIP.  In light of the Commission's decision on this issue in 
Docket No. 12-0001, AIC will not challenge Staff's position for purposes of this case.  
The Commission's conclusion on this issue in Docket No. 12-0001 provided: 
 

The Commission disagrees with AIC’s position that the dollar values 
reflected in its capital structure are meaningless.  While under current 
circumstances, Staff’s adjustment will not alter the ratios or rate of return, 
the Commission finds merit in ensuring that the capital structure is 
measured accurately.  Consistent with Docket No. 11-0721, the 
Commission adopts Staff’s adjustment on this issue.  (September 19, 
2012 Order at 111) 
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The Commission sees no reason to deviate from its conclusion in Docket No. 12-0001 
on this issue and will adopt Staff's position for purposes of this proceeding as well. 
 

2. Cost of Short-Term Debt, including Cost of Credit Facilities 
 
 Staff calculates the cost of credit facilities for AIC using the costs of the 
September 10, 2010 credit facility that the Commission authorized in Docket No. 11-
0282, which were adjusted pursuant to Section 9-230 of the Act.  To calculate the 
weighted cost of credit facility fees, Staff divides AIC's total bank commitment fees of 
$2,815,432 by total capitalization.  Thus, Staff adds 8 basis points to AIC's rate of return 
on rate base.  AIC accepts Staff’s position based on the Commission’s Order in Docket 
No. 12-0001, which concluded: 
 

Consistent with its past decision in Docket No. 11 0282, the Commission 
will adopt Staff’s adjustment concerning credit facilities.  As previously 
found by the Commission, AIC has failed to demonstrate that it is certain, 
or even likely, that the fee rate schedule for the Illinois credit facility would 
have been exactly the same if it had been negotiated totally independently 
from the other two credit facilities that Ameren and its subsidiaries entered 
into during July 2010.  (September 19, 2012 Order at 131) 

 
The Commission sees no reason to deviate from its conclusion in Docket No. 12-0001 
on this issue and will adopt Staff's position for purposes of this proceeding as well. 
 

B. Contested Issues 
 

1. Year-End versus Average Capital Structure 
 
 Staff calculated AIC’s average 2011 capital structure as follows:  53.26% 
common equity, 1.64% preferred stock, 45.10% long-term debt, and 0% short-term 
debt.  Staff recommends using AIC's average capital structure for the same reasons it 
offers in Docket No. 12-0001.  AIC continues to argue that use of its year-end capital 
structure is required by Public Acts 97-0616 and 97-0646.  The Commission considered 
the same issue in Docket No.12-0001 and concluded the following: 
 

 Section 16-108.5(c)(2) requires that the formula rates "[r]eflect the 
utility's actual capital structure for the applicable calendar year, excluding 
goodwill, subject to a determination of prudence and reasonableness 
consistent with Commission practice and law."  The Act does not specify 
exactly how the "actual capital structure" is to be determined.  The 
Commission finds Staff's arguments for how to determine AIC's capital 
structure persuasive.  Staff's method is consistent with Commission 
practice and law and mitigates the risk of manipulation.  AIC's claim that 
Staff uses 2009 data is not well taken given that the December 31, 2009 
balances used by Staff are identical to opening January 1, 2010 balances.  
AIC's argument is also disingenuous in light of its own use of December 
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31, 2009 data for calculating short-term debt balances.  Accordingly, the 
Commission adopts Staff’s proposed average capital structure 
methodology with the knowledge that it will more accurately reflect AIC's 
actual capital structure.  (September 19, 2012 Order at 110) 

 
 The Commission appreciates the presentations of the parties regarding this issue 
and, particularly, understands AIC's desire to reserve its rights to further pursue this 
matter.  Nevertheless, the Commission rejects AIC's position for two reasons.  First, the 
purpose of this proceeding is to update inputs into AIC's existing formula rate which was 
established in Docket No. 12-0001.  The Act specifically prohibits the Commission from 
modifying the formula rate itself, which is intended to protect both AIC and ratepayers.  
Second, even if this were an appropriate forum to consider modifying AIC's formula rate, 
AIC has failed to identify any change in law or facts that justify deviating from the 
Commission's decision in Docket No. 12-0001.  Accordingly, the Commission adopts 
Staff's use of average capital structure, subject to the adjustments set forth below. 
 

2. Common Equity Ratio 
 
 AIC and Staff raise arguments on this issue very similar, and in some cases 
identical, to those they raised in Docket No. 12-0001. (See generally Docket No. 
12-0001, September 19, 2012 Order at 124-127)  Although Staff observes in the 
present docket that the implementation of formula rates have affected AIC’s credit 
quality favorably, Staff witness Phipps evaluated AIC’s current capital structure under 
the traditional regulatory framework under which it was developed.  AIC proposes using 
a December 31, 2011 capital structure, which comprises 54.85% common equity.  Staff 
measured a 53.26% average 2011 common equity ratio.  Staff contends that neither of 
those capital structures would be appropriate for setting rates because both produce a 
rate of return that would violate Section 9-230 of the Act given that Ameren, AIC’s 
parent company, had an average 2011 common equity ratio of 51.05% over the same 
measurement period.  Because Illinois law bars the Commission from including any 
increased cost of capital resulting from a public utility's affiliation with any unregulated or 
non-utility companies, Staff insists that an adjustment to AIC's capital structure is 
necessary. 
 
 In comparing AIC's capital structure to that of its parent Ameren, Staff also notes 
that Standard & Poor's Ratings Services ("S&P") indicates that AIC's regulated 
operating risk is lower than that of Ameren.  Staff points out that Ameren's credit rating 
reflects riskier generation operations.  Given the fact that AIC has lower operating risk 
than Ameren, Staff contends that AIC should be able to maintain more financial risk 
than Ameren to achieve the same stand-alone credit rating as Ameren.   
 
 In response to AIC's claim that no adjustment is warranted, Staff points out that 
AIC has a clear incentive to use a capital structure with an excessive amount of 
common equity.  Excessive common equity would allow AIC a greater return on its 
capital while leaving ratepayers to shoulder the increased costs of capital for AIC.  Staff 
points out that courts recognize that the capital structure of a regulated utility can be 
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manipulated to include excessive common equity to inflate the rate of return. (See 
Citizens Utility Board v. Illinois Commerce Commission, 276 Ill. App. 3d 730, 744 (1st 
Dist. 1995))  Staff insists that it need not show actual manipulation by AIC (beyond what 
it has already discussed) because under Section 9-201 of the Act, the burden is on AIC 
to prove the justness and reasonableness of its proposals. 
 
 Staff recognizes AIC's concern that a lower, imputed common equity ratio may 
lead to the rating agencies downgrading AIC's credit risk.  Staff suggests, however, that 
AIC's expression of concern may not be sincere.  Staff notes that AIC opposes Staff's 
proposed imputed capital structure even though it once made dividend payments that 
reduced one of Moody’s Investors Service, Inc.'s ("Moody’s") credit metrics to junk 
rating level. 
 
 For these reasons, Staff proposes using an imputed capital structure that 
comprises 51.00% common equity, 1.64% preferred stock, and 47.36% long-term debt.  
Staff’s proposed imputed capital structure for AIC substitutes Ameren’s average 2011 
common equity ratio of 51.00% for AIC’s average 2011 common equity ratio of 53.26%.  
Staff used the actual proportion of preferred stock in AIC’s average 2011 capital 
structure.  To calculate AIC’s long-term debt ratio, Staff added AIC’s average 2011 
preferred stock ratio and the imputed 51.00% common equity ratio (1.64% + 51.00% = 
52.64%) and then subtracted that from 100.00% to derive the long-term debt ratio of 
47.36% (100.00% - 52.64% = 47.36%). 
 
 In addition to comparing AIC’s capital structure to that of its parent company, 
Staff compared AIC’s capital structure to those of other electric companies.  Moody’s 
categorizes debt securities based on the risk that a company will default on its interest 
and principal payment obligations.  The resulting credit rating reflects both the operating 
and financial risks of a utility.  Staff reports that in its June 13, 2012 credit opinion, 
Moody’s gives AIC a corporate credit rating of Baa2.  Moody’s states, “[o]bligations 
rated Baa are subject to moderate credit risk.  They are considered medium grade and 
as such may possess certain speculative characteristics.”  Staff also states that based 
on data from S&P's Utility Compustat database, the average common equity ratio 
equals 47.02% for utilities in the electric industry with an S&P credit rating in the BBB 
range.  Staff’s proposed common equity ratio of 51.00% indicates a lower degree of 
financial risk than the average BBB rated electric utility company.   
 
 As it did in Docket No. 12-0001, AIC argues that its actual year-end capital 
structure for the historical period reported in FERC Form 1 for 2011 should be used.  
AIC acknowledges the Spring 2012 Moody's credit opinion regarding the formula rate 
process that Staff relies upon, but maintains that this alone is not an appropriate basis 
for using an imputed capital structure.  AIC argues that a critical problem with Staff’s 
position is its reliance upon a credit opinion from 2012 as justification to adjust the 2011 
capital structure, with no reference to reports from the actual period at issue.  Because 
the 2012 credit opinion was issued after the applicable calendar year of 2011 and is 
only applicable to future formula rate proceedings, AIC insists that the record is void of 
any analytical basis for Staff's adjustment in the present docket.   
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 AIC also recognizes that Section 9-230 requires the Commission to remove the 
effects of incremental risk or cost that result from affiliation from the rate of return, but 
contends that 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.  Although 
S&P references the decline in purchase power prices affecting AIC's merchant 
generating affiliate, AIC states that neither Moody's nor Fitch Ratings Ltd. reference its 
unregulated generation affiliate.  AIC adds that it has not experienced any incremental 
risk or cost by virtue of its affiliate relationships.   
 
 The Commission appreciates the presentations of the parties regarding this issue 
and, particularly, understands AIC's desire to reserve its rights to further pursue this 
matter.  Notably, in light of the recent discussion of this issue in Docket No. 12-0001, 
not all of the arguments made by AIC and Staff are summarized here.  Having 
considered those arguments set forth above as well as those elsewhere in the record, 
the Commission rejects AIC's position and adopts Staff's position.  Individually, the 
concerns raised by Staff are insufficient to win the day.  But cumulatively, the 
Commission is persuaded that Staff's imputed capital structure is appropriate.  The 
Commission finds that AIC has lower operating risk than Ameren and now enjoys a 
more favorable regulatory environment under Public Acts 97-0616 and 97-0646.  The 
Commission also notes that AIC has failed to identify any change in law or facts that 
justify deviating from the Commission's decision in Docket No. 12-0001.  Accordingly, 
the Commission adopts Staff's imputed capital structure. 
 

3. Common Equity Balance - Purchase Accounting 
 
 In the event the Commission does not adopt its proposed imputed capital 
structure, Staff states that the Commission would need to remove all purchase 
accounting adjustments, including goodwill, when calculating AIC's common equity 
balance in accordance with its Order in Docket No. 04-0294.  AIC denies that any such 
adjustment is necessary regardless of whether Staff's imputed capital structure is 
adopted.  In light of the Commission's adoption of Staff's imputed capital structure 
above, the Commission finds that no action need be taken regarding purchase 
accounting. 
 
IX. COST OF SERVICE AND RATE DESIGN 
 
 Staff believes the embedded cost of service study, 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.  
To ensure consistency between these two dockets, Staff recommends AIC file revised 
cost of service study ("COSS"), revenue allocation schedules, and rate design and bill 
impact schedules that incorporate the COSS, revenue allocation and rate design 
methodologies approved in Docket No. 12-0001.  (Staff Initial Brief at 44-45)  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 
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incorporate the COSS, revenue allocation, and rate design methodologies approved in 
Docket No. 12-0001.  AIC notes that providing bill impact schedules goes beyond 
information normally provided in a compliance filing.  Because rate design is not at 
issue in this proceeding and will not change, AIC updating prices within the bill impact 
schedules can be accommodated within the compliance filing timeline.  (AIC Initial Brief 
at 68-69) 
 
X. FORMULA RATE TARIFF 
 

A. Year-End versus Average Rate Base 
 

1. AIC Position 
 
 AIC recognizes that in Docket No. 12-0001 the Commission determined that an 
average rate base should be used for formula rate reconciliation.  AIC argues that this 
decision can not be considered determinative at this time in this docket.  AIC also 
contends that the record in this case is different from that in Docket No. 12-0001 and 
supports a different result.  AIC appealed the Commission's conclusion on this issue on 
October 26, 2012.  In order to pursue appeal on this issue, in Docket No. 12-0001 or 
this Docket, AIC believes it must continue to contest the issue to preserve its 
arguments. 
 
 AIC notes that it has extensively briefed this issue previously and maintains that 
use of a year-end rate base for reconciliation should be approved.  AIC has three 
primary arguments why it believes use of a year-end rate base for reconciliation is 
appropriate.  AIC insists that the plain language of the EIMA requires use of a year-end 
rate base for reconciliation.  AIC argues that to the extent interpretation is required, the 
fact that the EIMA does not refer to the use of averages when referring to reconciliation 
rate base, but the legislature has specified use of averages elsewhere in the EIMA (and 
routinely used the concept of annual averages throughout the Act) is dispositive.  AIC 
also argues that use of a year-end rate base for reconciliation reflects appropriate 
ratemaking policy.  Finally, AIC contends that it would be adversely impacted by the use 
of a year-end reconciliation rate base. 
 

2. AG/AARP Position 
 
 Because AIC retains the right to seek rehearing on this and other issues decided 
in Docket No. 12-0001, AG/AARP, for purposes of preserving its arguments in support 
of the use of an average rate base in calculating reconciliation amounts, briefly 
summarize the reasons why they believe the Commission’s decision in Docket No. 12-
0001 was the correct one on this issue. (See AG/AARP Initial Brief at 51-53)  The 
AG/AARP state that the formula for the reconciliation of the revenue requirement will 
only represent actual costs if average, not year-end rate base is used.  According to 
AG/AARP, if AIC’s revenue requirements are now to be annually trued-up so as to fully 
recover jurisdictional actual incurred costs, there is no need to address regulatory lag 
through use of a year-end rate base. AG/AARP assert that traditional test-year 
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regulation involves setting utility rates that remain unchanged until the “next” rate case 
is filed, causing regulatory lag to exist when cost changes occur between test year rate 
cases.  In AG/AARP's view, regulatory lag concerns are completely mitigated by the 
new formula ratemaking regime, where AIC will be made “whole” with interest for 
changes in all of its actual jurisdictional costs incurred to provide delivery services in 
Illinois.  AG/AARP say the reconciliation true-up with interest puts AIC in exactly the 
same economic and financial position that it would be if all of the costs in the year being 
reconciled were recovered contemporaneously.  They contend that when the formula-
based revenue requirements, which are inclusive of projected net plant in service 
additions, are trued-up through the reconciliation process to actual cost levels, any 
revenue requirement variances are allowed interest charges to be sure that regulatory 
lag imposes no financial consequences on AIC.  In this new regulatory environment, 
AG/AARP insist there is no need for the Commission to permit the use of year-end rate 
base as a remedy for regulatory lag. 
 

3. CUB Position 
 
 CUB states that the Commission found in both Docket Nos. 11-0721 and 12-
0001 that under the EIMA, using an inflated rate base could result in substantial over-
recovery from ratepayers.  CUB says the Commission agreed that if the General 
Assembly intended to include only year-end rate base balances in the reconciliation, it 
would have so stated – and it did not.  In that case, CUB claims the Commission 
recognized that merely using year-end rate base assumes that a participating utility’s 
rate base is the same on January 1 as it is on December 31, and that is clearly not the 
case.  CUB believes the Commission undertook a thorough analysis of statutory 
construction, and found that using an average year rate base in the formula rate 
reconciliation is the most accurate interpretation of the statute. 
 
 CUB claims the difference between using a year-end rate base and the average 
rate base for the applicable calendar year can have a significant impact on the results.  
To illustrate this point, CUB provided an illustration that assumes the utility had 
jurisdictional rate base investment of $2.0 billion on January 1 and $2.12 billion on 
December 31 of the calendar year, that the investment had been added ratably during 
the calendar year, and that the amount of actual net operating income for the year was 
approximately $190 million.  CUB argues that where the utility’s rate base is growing 
significantly, as will likely be the case under the EIMA scheme, the distortion in the 
measurement of results for the applicable calendar period can become quite large.  
CUB believes this result is untenable and contrary to the plain reading of the Act. 
 
 CUB also disputes AIC's claim that the purpose of EIMA is to eliminate regulatory 
lag, and that this Commission policy frustrates that objective.  CUB says the phrase 
“regulatory lag” is not even present in EIMA.  According to CUB, the purpose of the 
formula rate legislation was not to eliminate regulatory lag as much as possible or even 
to provide a participating utility with the greatest and earliest possible recovery.  Rather, 
CUB says EIMA articulates the General Assembly’s desire to encourage the 
modernization of the State’s electric grid, and found that regulatory reform measures 
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that increase predictability, stability, and transparency in the ratemaking process were 
needed to promote that investment.  CUB believes the Commission correctly noted that 
the statute clearly contemplates some lag involved in the reconciliation process and it 
compensates utilities subject to it by allowing them to receive interest.  CUB contends 
that requiring that rate base be calculated based on average year rate base rather than 
year-end rate base ensures that rates will be predictable, stable, and transparent, and 
ensures that only the utility’s actual costs are recovered from ratepayers.  CUB asserts 
that this new regulatory scheme fully compensates the utility for any regulatory lag by 
allowing interest to accrue on the reconciliation balance. 
 

4. Staff Position 
 
 In its Reply Brief, Staff notes that the Commission issued its Order in Docket No. 
12-0001, establishing the structure and protocols for AIC’s performance based rate tariff 
(Rate MAP-P), pursuant to Section 16-108.5 of the Act.  Staff contends that Docket No. 
12-0293, an annual update proceeding, initiated pursuant to Section 16-108.5(d), has 
but one purpose: to update the cost inputs to the performance-based formula rate for 
the applicable rate year and the corresponding new charges.  Staff argues that any 
arguments as to the structure or protocols of Rate MAP-P set in Docket No. 12-0001 
should be disregarded as they are not applicable to this proceeding. 
 
 Staff believes that whether the record in this case is different from that in Docket 
No. 12-0001 is irrelevant, because these issues have been resolved in the initial formula 
rate proceeding and can not be re-litigated each year.  Staff also notes that in Docket 
No. 11-0721 on rehearing, the Commission confirmed that the appropriate reconciliation 
rate base was an average rate base, the appropriate interest rate on over/under 
reconciliation balances is a short-term debt cost rate, and that an average capital 
structure should be used for purposes of the formula rate reconciliation. 
 

5. Commission Conclusion 
 
 The Commission appreciates the presentations of the parties regarding this issue 
and, particularly, understands AIC's desire to reserve its rights to further pursue this 
matter.  Nevertheless, the Commission rejects AIC's position for two reasons.  First, the 
purpose of this proceeding is to update inputs into AIC's existing performance-based 
formula rate which was established in Docket No. 12-0001.  The Act specifically 
prohibits the Commission from modifying the performance-based formula rate itself, 
which is intended to protect both AIC and ratepayers.  Second, even if this were an 
appropriate forum to consider modifying AIC's performance-based formula rate, AIC has 
failed to identify any change in law or facts that justify deviating from the Commission's 
decision in Docket No. 12-0001.   
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B. Interest Rate on Under/Over Reconciliation Balances 
 

1. AIC Position 
 
 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.  AIC, however, believes that the issue is not final while AIC (and 
ComEd) pursue appeal on this issue.  There four primary reasons AIC believes the 
Commission should set the reconciliation interest rate at its WACC.  AIC notes that its 
appeal of the Commission's contrary decision in Docket No. 12-0001 has yet to be 
resolved.  AIC also argues that the decision in Docket No. 12-0001 is based on the 
incorrect premise that reconciliation balances are incurred over less than 12 months, 
while AIC claims they are incurred and then eliminated over a two year period, and are 
not properly characterized as short-term obligations.  AIC also suggests that use of the 
WACC would benefit customers if there are over-collections to be refunded.  Finally, 
AIC claims the record in this case is different from that in Docket No. 12-0001 and 
supports a different result. 
 
 AIC argues that the WACC is the only proposed interest rate that complies with 
the statute because Section 16-108.5(c)(1) directs the Commission to allow a 
participating utility to recover the full cost of providing delivery services.  AIC asserts 
that the WACC, which is what it 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.  
By deeming AIC to have financed this significant portion of its capitalization solely with 
debt, as all of the other reconciliation interest proposals do, AIC asserts that these 
proposals would shift the overall capital structure financing AIC’s operations in direct 
contravention of the directive in Section 16-108.5(c)(2) that the formula rate reflect a 
utility’s actual capital structure, unless shown to be unreasonable or imprudent. 
 
 AIC contends that the use of a short-term debt rate would not compensate AIC 
for its actual costs of accessing capital in the markets to fund investments required 
under the statute. AIC says 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. 
 
 In AIC's view, the Commission based its finding 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. AIC 
argues that reconciliation amounts are not short-term because short-term debt is debt 
issued for a period of less than one year.  According to AIC, reconciliation amounts will 
not be recovered or refunded within one year. Under the protocols laid out in the EIMA, 
AIC says 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.  AIC says any under-recovery in Year 
1, will not be fully recovered until the end of Year 3, meaning that the recovery period is 
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two years. AIC believes the Commission is requiring that an investment with a life 
beyond one year be funded with debt issued for less than one year. 
 

2. AG/AARP Position 
 
 According to AG/AARP, the issue of what rate of interest should be applied to 
reconciliation balances/credits to be used in the formula rate was decided in Docket No. 
12-0001 and need not be re-litigated.  AG/AARP believe Section 16-108.5(d) of the Act 
does not permit the Commission to tinker with the formula rate structure and protocols 
established in a utility’s first formula rate proceeding.  In AG/AARP's view, principles of 
statutory interpretation support rejection of AIC’s proposal that a WACC interest rate be 
applied to the reconciliation balance/credit.  AG/AARP believe another reason why the 
Commission should reject application of AIC’s WACC as the reconciliation balance 
interest rate is that AIC failed to provide evidence that the WACC was the appropriate 
compensation for the time value (a maximum two-year period) of money. 
 

3. CUB Position 
 
 CUB states that this is the third docket in which the Commission is faced with the 
question of what interest rate/carrying cost to apply to a reconciliation balance under the 
EIMA formula rate scheme.  According to CUB, in each of these dockets, the facts are 
substantially similar and the law is the same.  In each of the two initial formula rate 
dockets in which the Commission issued a ruling on the issue and in the Order on 
Rehearing in Docket No. 11-0721, it rejected the utility’s request to apply its respective 
WACC, which would have provided each utility a full equity return including long-term 
debt on a short-term balance spanning from one to two years. 
 
 CUB believes AIC should recover only what any under-recovered balance 
actually cost AIC if it had to get short-term financing elsewhere to cover the shortfall.  
CUB proposed that AIC’s under-collections should be computed at a debt-based rate 
that corresponds with the one- to two-year reconciliation balance recovery period.  CUB 
supports application of a short-term interest rate to AIC’s under-collected reconciliation 
balance. 
 
 CUB argues that the record demonstrates that over-collected reconciliation 
balances should be treated differently.  CUB says that under EIMA, AIC will be 
responsible for developing the amount of its projected plant additions for each year as 
well as managing the actual capital expenditures, and could thus produce over-
collections simply by over-projecting such plant additions and subsequently managing 
actual capital expenditures to a lower level.  CUB believes the Commission should 
acknowledge that both the projected level and the actual level of expenditures are 
heavily under the direct influence of AIC management.  CUB contends that the control 
and discretion exerted by AIC management on not only budgeted capital expenditures 
but also on the level of actual expenditures subsequently made, and thus the ability to 
influence and manage whether there are under- or over-collections alone should be 
sufficient to justify and require the imposition of different carrying charges on over- and 
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under-collections.  CUB insists that requiring a higher interest rate for over-collections is 
therefore reasonable and principled and will provide an appropriate and necessary 
deterrent to AIC to discourage it from making intentional over-projections of plant 
additions or subsequently deciding to under-spend. 
 
 CUB believes that using AIC’s WACC on over-collections assures that 
ratepayers will be compensated for providing excess funds to the utility under the 
formula rate plan (as measured by the over-collection) at a financing rate that is at least 
equal to the financing rate that the utility charged to ratepayers, which has in part 
produced those over-collections.  CUB argues that there is ample legal, factual, and 
policy justification to apply AIC’s WACC to the over-recovered reconciliation balance 
that exists in this proceeding.  Finally, CUB recommends the Commission require that 
the interest rate on the reconciliation balance is calculated on a net of tax basis. 
 

4. Commission Conclusion 
 
 The Commission appreciates the presentations of the parties regarding the 
appropriate interest rate to be earned on reconciliation balances and, particularly, 
understands AIC's desire to reserve its rights to further pursue this matter.  
Nevertheless, the Commission rejects AIC's position for two reasons.  First, the purpose 
of this proceeding is to update inputs into AIC's existing performance-based formula 
rate which was established in Docket No. 12-0001.  The Act specifically prohibits the 
Commission from modifying the performance-based formula rate itself, which is 
intended to protect both AIC and ratepayers.  Second, even if this were an appropriate 
forum to consider modifying AIC's performance-based formula rate, AIC has failed to 
identify any change in law or facts that justify deviating from the Commission's decision 
in Docket No. 12-0001.   
 
XI. OTHER ISSUES 
 

A. Original Cost Determination 
 
 AIC requests that 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.  Staff recommends that the Commission approve AIC’s request for an 
original cost finding.  Staff also requests that if the Commission makes any additional 
adjustments to plant, those adjustments should also be reflected in the original cost 
determination.  Therefore, Staff recommends the Commission include the following 
language in the Findings and Ordering 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.   
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AIC does not oppose the inclusion of this language in the order in this case.  The 
Commission finds this proposal to be reasonable and it is hereby adopted. 
 

B. Uncollectibles Expense 
 
 Staff recommends that the agreement reached between Staff and AIC in Docket 
No. 12-0001 regarding uncollectibles expense be carried forward into this proceeding.  
In Docket No. 12-0001, Staff proposed and AIC accepted certain revisions to Schedule 
FR A-1REC and tariff language modifying Rider EUA - Electric Uncollectible Adjustment 
for the conversion to the net write-off method also agreed to by AIC.  AIC did not reflect 
any of those changes in the filing in this proceeding, however, AIC is willing to agree to 
Staff’s recommendation only if the revisions are accepted by the Commission in its 
order in Docket No. 12-0001.  As the Commission adopted this agreement in its Order 
in Docket No. 12-0001, this issue is not contested.  AIC indicates that Schedule FR A-
1REC reflects the changes agreed to by AIC and those ordered by the Commission in 
Docket No. 12-0001.  The Commission finds this agreement to be reasonable and it is 
hereby adopted. 
 

C. Coordination with Docket No. 12-0001 
 
 Staff 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.  AIC says it 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.   
 
 AIC originally stated it could, using best efforts, submit conformed formula rate 
revenue requirement schedules within this proceeding no later than October 1, 2012.  
Staff accepted AIC’s projected submittal date.  AIC’s compliance filing in Docket No. 
12-0001, however, will not be made until October 4, 2012.  Therefore, AIC says 
submission of conforming schedules will take place as soon as reasonably practical 
after October 4.  AIC says it will provide the conforming schedules requested by Staff to 
all parties on October 8, 2012. 
 
 Staff also recommends that when AIC provides the conformed formula rate 
schedules, the record be left open to allow the parties the opportunity to review the 
conformed formula rate schedules and provide a response that offers a revised position, 
if necessary.  AIC accepts this recommendation as reasonable.  It appears to the 
Commission that this issue is not contested and that there is nothing for the 
Commission to deal with in this proceeding.   
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 The Proposed Order concluded that this issue is not contested and that there is 
nothing for the Commission to deal with in this proceeding.  In its Brief on Exceptions, 
Staff complains that, thus far, AIC has failed to follow through on its agreement to 
provide the conformed schedules it agreed to provide.  As a result, Staff requests that 
the Commission admonish AIC for its failure to provide the promised information.  It 
appears to the Commission that Staff's concern about AIC's failure to provide the 
promised information may have some validity.  On the other hand, the Commission 
notes that Staff raises this concern for the first time in its Brief on Exceptions.  Neither 
Staff's Initial Brief nor its Reply Brief suggest it had any concerns with this issue.  Given 
that AIC has not had an opportunity to respond to Staff's concerns, the Commission is 
not inclined to issue any specific admonishment on this issue.  The Commission will 
generally state, however, that it expects all parties to follow through with their 
commitments. 
 

D. Allowance for Funds Used During Construction Rate - Plant 
Balances 

 
 Staff recommends 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.  AIC says Staff's 
recommendation is similar to an order issued by FERC this year.   
 
 AIC says it has sought rehearing of the FERC order in question.  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.   
 
 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 does not object to this proposal.  It 
appears that AIC and Staff agree that it is best if the Commission defers ruling on this 
issue until a future proceeding, which the Commission finds reasonable.   
 

E. Reporting Plant Additions Pursuant to Section 16-108.5(b) 
 
 Staff 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.  
Staff suggests that this amount in the final order will increase transparency in the rate 
making process.  AIC asserts that the amount of the "incremental" projected plant 
additions for 2012 that was included in the proposed revenue requirement was clearly 
identified in its direct testimony.  AIC says for its next formula rate filing to be filed 
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before May 1, 2013, AIC intends to disclose the actual incremental investments for 2012 
and the projected plant additions for 2013.   
 
 In addition, AIC says the $21.9 million in incremental plant additions included in 
the revenue requirement does not represent all of the forecasted EIMA incremental 
expenditures.  According to AIC, 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 says its 
infrastructure investment program identified an estimated amount of $24.4 million of 
incremental capital investment for 2012.   
 
 Staff also requested AIC summarize the 2012 projected plant additions by 
subcategories listed in Ms. Everson's rebuttal testimony.  For purposes of formula rate 
filings, AIC takes no issue with identifying incremental actual and projected plant 
additions by investment subcategory.  AIC claims however, that for purposes of annual 
reports required under Section 16-108.5(b), AIC still intends to report incremental 
annual capital expenditures in the aggregate.  AIC, also notes that the statute says 
"including, but not limited to" when providing examples of the investment categories.  
AIC claims not all actual and projected incremental investments for any given year may 
readily fit into the categories listed by Ms. Everson. 
 
 The Commission has reviewed the Staff proposal, AIC's response, and believes 
that it would be most useful for AIC to identify in its next formula rate update filing the 
actual 2012 incremental plant additions, which would presumably be consistent with 
those investments included in AIC's first reconciliation proceeding.  To the extent 
possible, AIC should use the subcategories identified in Ms. Everson's rebuttal 
testimony in this proceeding.  The Commission; however, will not prohibit AIC from 
identifying additional subcategories to the extent necessary.   
 
XII. FINDINGS AND ORDERING PARAGRAPHS 
 
 The Commission, having given due consideration to the entire record herein and 
being fully advised in the premises, is of the opinion and finds that:  
 

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

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

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

of this Order are supported by the evidence of record, and are hereby 
adopted as findings of fact and conclusions of law; the Appendix attached 
hereto provides supporting calculations for the rates approved herein;  
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(4) AIC's proposed update to its Rate MAP-P should be approved, subject to 
the conclusions contained herein;  

 
(5) the rates herein found to be consistent with Public Acts 97-0616 and 97-

0646 are based on AIC's FERC Form 1 for 2011;  
 
(6) for purposes of this proceeding, the net original cost rate base for AIC's 

electric delivery service operations is $1,973,625,000$1,973,634,000; 
 
(7) the rate of return which AIC should be allowed to earn on its net original 

cost rate base is 8.66%; this rate of return incorporates a return on 
common equity of 9.71%, on long-term debt of 7.49%, on short term debt 
of 0.00%, and on preferred stock of 4.98%;  

 
(8) the rate of return set forth in Finding (7) results in base rate electric 

delivery service operating revenues of $805,177,000$805,540,000 and net 
annual operating income of $170,916,000$170,917,000; 

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

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

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

determinations made in this Order regarding revenue requirement; 
 
(11) AIC should be authorized to place into effect amended Rate MAP-P, 

consistent with the findings of this Order;  
 
(12) AIC should be authorized to place into effect the Rate MAP-P tariff 

informational sheets designed to produce annual base rate electric 
delivery service revenues of $805,177,000$805,540,000, which 
represents a decrease of $43,382,000$43,019,000 or 5.11%5.07%; such 
revenues, in addition to other tariffed revenues, will provide AIC with an 
opportunity to earn the rate of return set forth in Finding (7) above; based 
on the record in this proceeding, this return is consistent with Public Acts 
97-0616 and 97-0646;  

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

conditions, as are contained in the prefatory portion of this Order, are 
reasonable for purposes of this proceeding and consistent with Public Acts 
97-0616 and 97-0646; the tariffs filed by AIC should incorporate the rates 
and terms set forth and referred to herein;  
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(14) the new tariff sheets charges authorized to be filed by this Order shall 
reflect an effective date of January 1, 2013;take effect beginning on the 
first billing day of the January billing period following the date of the final 
order in this proceeding; the new tariffs sheets with the new charges, 
however, shall be filed no later than December 18, 2012, with the tariff 
sheets to be collectedcorrected thereafter if necessary; 

 
(15) 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; and  

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

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

 
 IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 
tariff sheets at issue and presently in effect for electric delivery service rendered by 
Ameren Illinois Company d/b/a Ameren Illinois are hereby permanently canceled and 
annulled effective at such time as the new electric delivery service tariff sheets 
approved herein become effective by virtue of this Order.  
 
 IT IS FURTHER ORDERED that Ameren Illinois Company d/b/a Ameren Illinois 
is authorized to file new tariff sheets with supporting workpapers in accordance with 
Findings (11) and (12) of this Order, applicable to electric delivery service furnished on 
and after the effective date of said tariff sheets. 
 
 IT IS FURTHER ORDERED that Ameren Illinois Company shall update its 
formula rate in accordance with this Order.  
 
 IT IS FURTHER ORDERED that all motions, petitions, objections, and other 
matters in this proceeding which remain unresolved are disposed of consistent with the 
conclusions herein.  
 
 IT IS FURTHER ORDERED that subject to the provisions of Section 10-113 of 
the Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject to the 
Administrative Review Law. 
 
 By order of the Commission this 5th day of December, 2012. 
 
 
 (SIGNED) DOUGLAS P. SCOTT 
 
 Chairman 
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