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I. INTRODUCTION / SUMMARY 

 

Q.  Please state your name and business address.  1 

A. My name is Michael L. Brosch.  My business address is PO Box 481934, Kansas 2 

City, Missouri 64148-1934. 3 

 4 

Q. By whom are you employed and in what capacity? 5 

A. I am a principal in the firm Utilitech, Inc., a consulting firm engaged primarily in 6 

utility rate and regulation work.  The firm's business and my responsibilities are 7 

related to regulatory projects for utility regulation clients.  These services include 8 

rate case reviews, cost of service analyses, jurisdictional and class cost allocations, 9 

financial studies, rate design analyses, utility reorganization analyses and focused 10 

investigations related to utility operations and ratemaking issues. 11 

Q. On whose behalf are you appearing in this proceeding? 12 

A. I am appearing on behalf of the People of the State of Illinois represented by the 13 

Attorney General (“The People” or “AG”) and the Citizens Utility Board (“CUB”).      14 

Q.     Will you summarize your educational background and professional experience 15 

in the field of utility regulation? 16 

A. Yes.  AG/CUB Exhibit No. 1.1 is a summary of my education and professional 17 

qualifications.  I have testified before utility regulatory agencies in Arizona, 18 

Arkansas, California, Florida, Hawaii, Illinois, Indiana, Iowa, Kansas, Michigan, 19 

Missouri, New Mexico, Ohio, Oklahoma, Texas, Utah, Washington, and Wisconsin 20 

in regulatory proceedings involving electric, gas, telephone, water, sewer, transit, 21 

and steam utilities.   A listing of my previous testimonies in utility regulatory 22 

proceedings is set forth in AG/CUB Exhibit No. 1.2.   23 
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   In Illinois, I have testified in several major proceedings before the Illinois 24 

Commerce Commission (“the Commission” or “the ICC”).  These include Peoples 25 

Gas rate cases in Docket Nos. 90-0007, 07-0241 and 12-0512, North Shore Gas 26 

Company Docket Nos. 92-0242 and 12-0513, Illinois Bell Telephone Company in 27 

Docket Nos. 92-0448 and 92-0239, ComEd rate case Docket Nos. 07-0566, 10-28 

0467 and Ameren Illinois Utilities Docket Nos. 07-0585 through 07-0590.  I also 29 

testified in ComEd Docket No. 09-0263 involving the Advanced Metering 30 

Infrastructure Pilot Program and Associated Tariffs, in response to ComEd’s 31 

alternative regulation proposal that was filed in Docket No. 10-0527.  More recently 32 

I testified in the initial and second year formula rate case proceedings involving 33 

ComEd and Ameren Illinois, Docket Nos. 11-0721, 12-0321, 12-0001 and 12-0293, 34 

respectively. 35 

Q. What is the purpose of your testimony in this docket? 36 

A. My testimony is responsive to portions of the asserted gas revenue requirement 37 

calculations and related testimony of Ameren Illinois Company (“AIC” or 38 

“Company”).  My testimony supports and explains several ratemaking adjustments 39 

to the Company’s filing that are summarized within AG/CUB Exhibit 1.3.  My 40 

work was coordinated with AG/CUB witnesses Mr. David Effron and Mr. Ralph 41 

Smith.  The ratemaking adjustments sponsored by Messrs. Effron and Smith should 42 

be combined with my adjustments, as well as any Staff-proposed adjustments that 43 

are presented in this Docket. 44 

Q. Has an Exhibit been prepared by AG/CUB to calculate a revised overall gas 45 

revenue requirement for AIC? 46 
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A. Not at this time.  There is no AG/CUB witness to address cost of capital and other 47 

important issue areas in direct testimony that are expected to be covered in the 48 

Commission Staff’s filed direct testimony.  
 

49 

Q. What information have you relied upon in formulating your 50 

recommendations? 51 

A. I have relied upon the Company’s pre-filed testimony and exhibits in this Docket, 52 

as well as the Company’s responses to data requests submitted by Staff, the AG and 53 

other parties.  I also rely upon my prior experience with the regulation of public 54 

utilities over the past 35 years, including significant experience in Illinois. 55 

Q. Please summarize the issues addressed in your testimony. 56 

A. My testimony explains the importance of utility expense forecasts when a future 57 

test year is employed and describes my efforts in attempting to gain detailed 58 

documentation supportive of the AIC test year expense forecast.  I describe the lack 59 

of any specific support for the large increases in staffing and labor-related expenses 60 

that are proposed by the Company and sponsor an adjustment to moderate the 61 

impact of the proposed staffing increases.  Similar problems were encountered with 62 

regard to the absence of detailed workpapers and support for the Company’s non-63 

labor expense forecast, and a corresponding downward adjustment to AIC’s 64 

forecasted non-labor expenses is proposed due to the lack of support provided by 65 

the Company for its forecast and the apparent overstatement of test year expenses. 66 

   I also explain and sponsor more specific adjustments to reduce test year 67 

forecasted charitable contributions to more reasonable levels consistent with 68 

historical actual spending, and I have eliminated advertising and sponsorship costs 69 

based upon recent Commission decisions disallowing such costs.  Finally, I describe 70 
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and sponsor a revision to the Company’s lead-lag study of Cash Working Capital 71 

(“CWC”) to conform the treatment of pass-through taxes to the Commission-72 

ordered treatment of such taxes in recent ComEd and Ameren Illinois electric 73 

formula rate case proceedings. 74 

 75 

II. TEST YEAR EXPENSE FORECASTS 76 

 77 

Q. What is the purpose of a “test year” in the determination of public utility 78 

revenue requirements? 79 

A. Energy utilities’ rates are generally regulated based upon their annual cost to 80 

provide service, including an opportunity to earn a reasonable return on invested 81 

capital.  The process used to evaluate and measure the cost of service and resulting 82 

revenue requirement is the rate case, in which a balanced review of jurisdictional 83 

expenses, rate base investment, the cost of capital and revenues at present rates can 84 

be undertaken at a common period in time, referred to as a “test year.”  The proper 85 

selection and consistent application of the test year is critically important, so that all 86 

of the components of the revenue requirement, including rate base, operating 87 

expenses, capital costs and sales or billing determinants are holistically analyzed 88 

and quantified in a balanced and internally consistent manner with appropriate 89 

“matching” of expenses, rate base, cost of capital and revenues. 90 

Q. Are there several commonly employed types of rate case test years? 91 

A. Yes.  The two broad categories of test years include “historical” test years that 92 

employ actual, recorded financial information to develop the revenue requirement 93 
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and “future” and “forecasted” test years that employ projections of expected future 94 

financial information to develop the revenue requirement.   95 

Q. What type of test year has been proposed by AIC in the determination of the 96 

asserted revenue requirement for each gas utility rate zone? 97 

A. The Company’s proposed test year is based upon forecasted 2014 rate base, capital 98 

structure and operating income amounts, using average information throughout a 99 

calendar 2014 forecast period to determine the asserted revenue requirement.  Thus, 100 

all of the data underlying the Company’s asserted revenue requirement is based 101 

upon forecasts of anticipated future rate base, expenses, revenues and costs of 102 

capital. 103 

Q. Was the revenue requirement in the Company’s last Illinois gas rate case also 104 

based upon forecasted revenue requirement input data? 105 

A. Yes.  In Docket No. 11-0282, a forecasted “future” test year was based upon the 12 106 

months ending December 31, 2012, and the Commission’s order notes that no party 107 

objected to the use of the forecasted 2012 future test year in that proceeding.
1
 108 

Q. What issues are raised by the Companies’ selection of a forecasted test year 109 

approach? 110 

A. Whenever a forecasted test year is employed, the reasonableness of the utility’s 111 

forecasted revenue, expense, cost of capital and rate base data becomes critically 112 

important.  Use of forecasted rather than actual recorded financial data creates an 113 

opportunity for management to aggressively forecast higher future costs because 114 

doing so is directly rewarded with higher utility rates and revenues.  Future 115 

spending levels are inherently uncertain and judgment is required in preparing 116 

                                                 
1
  See Docket No. 11-0282 Final Order dated January 10, 2012 at page 5. 
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annual financial forecasts for any utility.  The fiduciary obligation of utility 117 

management is to maximize returns for investors.  This obligation requires that 118 

every foreseeable cost that may be incurred should be fully included in the 119 

ratemaking forecast to optimize the opportunity for future earnings, while any 120 

potential, but uncertain, opportunities to reduce future costs are likely to be ignored 121 

or discounted.  122 

Q. In its prior gas rate case, Docket No. 11-0282, were the Company’s forecasts 123 

for additions to Plant in Service or its forecasted 2012 operating expenses 124 

disputed and then addressed in the Commission’s Final Order? 125 

A. Yes, three discrete capital addition projects that were forecasted by Ameren to be 126 

completed within 2012 and that were included in AIC’s asserted rate base were 127 

disputed by Staff witnesses, who claimed that the individual projects would not be 128 

used and useful by the end of the test year, as required by Sections 9-211 and 9-212 129 

of the Public Utilities Act.  The Commission approved this Staff-proposed 130 

adjustment in its Final Order.
2
  There appeared to have been no disputes 131 

surrounding the O&M expenses that were forecasted by AIC to be incurred in its 132 

future 2012 test year. 133 

Q. What happens if a utility that is using a forecasted test year is able to have its 134 

revenue requirement determined based upon higher forecasted O&M expenses 135 

than are actually incurred by the utility? 136 

A. Commission approval of forecasted test year expenses at levels higher than are 137 

ultimately spent by the utility causes ratepayers to pay excessive rates.  This then 138 

                                                 
2
  Id.  at 13. 
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contributes to an opportunity to earn a higher return than was intended in the rate 139 

order that was issued. 140 

Q. Did the Commission allow AIC more gas O&M expenses for the forecasted 141 

2012 test year than was actually spent by the Company in 2012? 142 

A. Yes.  The ICC Final Order in Docket No. 11-0281 included $170.2 million of non-143 

gas Operating Expenses for the three rate divisions.
3
  In contrast, the recorded gas 144 

utility O&M expenses incurred by AIC in calendar 2012 totaled only $162.2 145 

million, or about $8 million less than was approved for rate recovery by the 146 

Commission, based upon the Company’s test year expense forecasts.
4
 147 

Q. Has the Company proposed even higher test year 2014 forecasted non-gas 148 

O&M expense levels than were approved in Docket No. 11-2082 or actually 149 

incurred in 2012? 150 

A. Yes.  Proposed test year expenses for the three rate divisions total more than $188 151 

million, which is about 11 percent above the expense levels approved for the 2012 152 

test year and about 17 percent higher than actual 2012 gas O&M expense amounts 153 

incurred by Ameren.  A side-by-side comparison of 2012 approved and actual non-154 

gas O&M expenses and 2014 proposed expense levels appears in this graph:
5
 155 

 156 

Figure 1:  O&M Expense Comparisons  157 

                                                 
3
  Id, Appendices A, B and C at page 1, sum of lines 4 through 10.  This total amount is confirmed in 

the AIC response to data request AG 3.06 Attach. 
4
  Actual expenses recorded in 2012 have not been adjusted to exclude costs not recoverable in 

determining rates.  If actual expenses were adjusted to a ratemaking basis of accounting, the 

observed difference between rate case “allowed” expenses and comparable actual amounts may be 

significantly larger. 
5
  Graph data is derived from Docket No. 11-0282 Final Order Appendices A, B and C, from the 

response to AG 3.01 and from Ameren Exhibits 15.1, 15.2 and 15.3. 
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 158 

 As the figure above shows, Ameren over-estimated its O&M expenses in its last rate 159 

case, relative to actual 2012 non-gas O&M expense by $8.0 million, or about 5%. 160 

Q. Why is it important to compare AIC’s test year projected O&M expenses to 161 

the actual expense levels most recently incurred by the Company to operate 162 

and maintain the business throughout a calendar year? 163 

A. As noted above, a rate case forecast of expenses can be inherently biased toward 164 

overstatement, because of the judgment involved in preparing the expense forecast 165 

and because the risks faced by management are not symmetrical.  Consider that if 166 

utility management submits a pessimistically higher view of expected expenses in 167 

2014, causing new utility rate levels to be based upon that view, if actual expenses 168 
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turn out to be lower than this pessimistic forecast, there are only favorable 169 

outcomes.  The result is that the Company’s earnings are improved, utility 170 

management appears to be effective at controlling costs and payouts of higher 171 

incentive compensation can be rationalized.  Alternatively, if expense forecasts are 172 

optimistically low, and then actual expense levels exceed the test year forecast, the 173 

utility’s earnings decline and cost control and efficiency appear to be absent.   174 

   An important benchmark for testing rate case forecasts is a comparison of 175 

recent actual O&M expense levels across an entire year to the rate case forecasts in 176 

surrounding time periods.  There is no better indicator of how much it costs to 177 

operate and maintain a utility business than what is actually being spent.  Since test 178 

year expense forecasts are largely subjective estimates that are prepared by utility 179 

management personnel, who are subject to profit and performance incentives to 180 

overstate rate case test year expenses, it is essential to require proof whenever the 181 

asserted test year expense levels are much higher than the amounts required and 182 

incurred to actually run the business. 183 

Q. Have Ameren’s witnesses provided any detailed analysis of how the test year 184 

O&M expense forecast was developed and why it is so much larger than 2012 185 

actual expenses? 186 

A. No.  There is very little discussion within the Company’s direct testimony of the 187 

drivers of anticipated 2014 O&M expense growth.   188 

   The single largest functional expense area is Distribution Expenses, which 189 

AIC has forecasted to grow by 32 percent and $19.2 million over recorded actual 190 
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2012 levels.
6
  The only Ameren witness who explains the basis for test year 191 

forecasted Distribution O&M expense is Mr. Colyer (Ameren Ex. 7.0),  and he 192 

states at line 1108, “My testimony will discuss generally the forecasted Gas 193 

Distribution, Transmission and Gas Storage Expenses that AIC has included in the 194 

revenue requirement for this case.”  He then lists the “principal activities that 195 

comprise the budgeted Distribution Expense,” (at lines 1127 through 1173), with no 196 

discussion of how the 2014 forecasted expenses for each of these activities were 197 

estimated.  The only discussion of expense amounts is contained in a bullet point 198 

listing regarding, “some of the Distribution O&M activities planned for 2014 and the 199 

approximate associated expenses budgeted for each activity” that appears at lines 1189 200 

to 1213.  Aside from this highly summarized data, there is no explanation for the 201 

forecasted 32 percent growth in total Distribution Expense relative to actual expense 202 

levels incurred in 2012.7 203 

   AIC is also projecting 2014 expense increases of $4.8 million or about 65 204 

percent over 2012 expense levels, for Gas Storage, Terminaling and Processing 205 

Expenses.  As with the Distribution Expense category, Mr. Colyer provides a narrative 206 

discussion of the activities within this function category of expenses and a bullet listing 207 

of, “…some of the Storage O&M activities planned for 2014 and the approximate 208 

associated expenses budgeted for each activity” with absolutely no explanation of how 209 

the much larger expense amounts estimated for test year 2014 were determined or why 210 

                                                 
6
  Distribution Expense is projected for Rate Zones I, II and III in Ameren Exhibits 15.1 through 15.2 

at $19.6 million, $20.4 million and $39.7 million respectively, for a total forecasted expense of $79.6 

million (rounded).  Actual Distribution Expenses recorded in 2012 totaled $60.4 million according to 

the Company’s response to AG 3.01, Attachment. 
7
  Mr. Colyer’s testimony also describes general categories of work activities contained within the 

Transmission O&M expense accounts at lines 1222 through 1303.  
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historical actual expenditures incurred by AIC in 2012 were insufficient or inadequate 211 

to provide safe and adequate service.8 212 

Q. Does another Ameren witness actually sponsor the amounts within the 213 

Company’s 2014 expense estimates? 214 

A. No.  There is no witness who explains how forecast inputs were developed or why 215 

the resulting test year proposed O&M expense forecasted amounts are 17 percent 216 

higher than 2012 actual recorded expenses.  Ameren witness Mr. Getz (Ameren Ex. 217 

3.0) sponsors Schedule G-3 and the forecasting “assumptions and methodologies,” 218 

which are only generally described in his testimony.  He discusses the budget 219 

preparation process and the automated Utilities International Planner (“UIP”) 220 

system that is used to compile the budget estimates in his direct testimony, noting 221 

that: 222 

All UIP entries are done by cost category (O&M, capital, etc.), 223 
resource type (union labor, management labor, materials, vehicles, 224 
etc.), and activity code (reliability work, customer billing, etc.), and 225 
project numbers are required for all capital work. Business 226 
Performance Specialists (BPS) and Financial Specialists throughout 227 
AIC work with the RMC managers and the AIC Financial Services 228 
group to determine staffing changes and resource allocation, which are 229 
entered in UIP. Engineers and other subject matter experts are also 230 
involved in the process to provide forecast information on external 231 
contractor estimates, material needs, project start and stop dates and 232 
other budget inputs. The O&M and capital forecast data is loaded into 233 
the corporate budgeting model by the Corporate Modeling group to 234 
create forecasted financial statements that are reviewed and adjusted as 235 
needed. The final forecast is then presented to the AIC Board for 236 
approval. This process therefore leads to approved projections for the 237 
future test year period that form the basis for the test year forecast in 238 
this proceeding. 239 

 240 

 What is notably absent from Mr. Getz’ direct testimony is any support for the actual 241 

input amounts for 2014 for the referenced “UIP entries” that are apparently 242 

                                                 
8
  Id.  Lines 1304 to 1391. 
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developed and inserted into the forecast by individuals throughout AIC and other 243 

Ameren affiliated companies.  These input amounts drive the 2014 test year O&M 244 

expenses being proposed by AIC and are not directly supported or explained by any 245 

AIC witness or any Company-supplied workpapers. 246 

Q. Do the forecasting assumptions that are described by Mr. Getz and that are 247 

summarized in Ameren Schedule G-5 explain all of the significant inputs used 248 

by AIC to determine the 2014 forecasted O&M expenses? 249 

A. No.  AIC Schedule G-5 contains only a few paragraphs of high level assumptions to 250 

support “Operations and Maintenance Costs” starting on page 7 of 9.  This 251 

document merely recites a few of the “key assumptions utilized in the determination 252 

of operations and maintenance costs in the forecasted financial statements” while 253 

providing no supporting rationale or documentation for even these limited forecast 254 

inputs.  For example, Schedule G-5 states, “The number of employees is projected 255 

to increase by 1% or 23 employees in calendar year 2014, as compared to 2013.”  256 

This statement provides no indication of how the proposed 2014 test year staffing 257 

counts were derived, and is potentially misleading by not disclosing that the “2013” 258 

value is itself an estimate of employee levels that is much larger than current actual 259 

staffing levels.
9
  After indicating the assumed wage rate escalation factors for union 260 

and non-union labor costs, Schedule G-5 says nothing about how labor hours were 261 

estimated to determine amounts of compensated overtime in the forecast or how 262 

                                                 
9
  The 2013 employee count is a forecast value that greatly exceeds the actual staffing levels on 

AIC’s payroll in early 2013.  For example, in response to AG 1.03R, the Company stated that the actual 

number of AIC “gas only” employees was 641 at February of 2013 while the test year projected staffing is 

727 employees, which is an increase of 86 employees or 13.4 percent in staffing, rather than just 1 percent. 
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labor hours and dollars were distributed between capital, expense and other balance 263 

sheet accounts.   264 

   For the entire population of non-labor O&M expenses other than pension 265 

and OPEB costs, the basis for the Company’s test year forecast is explained within a 266 

single paragraph of Schedule G-5 that says: 267 

Other Costs: Operating and maintenance costs are forecast through 268 

a detailed bottoms-up budgeting process. Unless specifically 269 

determined otherwise, this process assumed, as a default, a 2.0% 270 

annual rate of inflation for 2014. For certain supplies including 271 

meters, transformers, polyethylene pipe, aluminum, copper and 272 

other energy delivery materials, budgeters were provided specific 273 

price escalation factors, to be used in the development of project 274 

based budgets 275 

 276 

 This detailed “bottoms-up budgeting process” appears to rely upon individual 277 

budget preparers throughout AIC and Ameren Services Company inputting cost 278 

estimates into the UIC system with no process in place to systematically capture and 279 

retain supporting documentation for such estimates, as more fully described below. 280 

Q. The Company also filed, in compliance with Section 285.7005(b)(2), its 281 

Schedule G-1 which is captioned “Work-paper for company budget 282 

instructions and guidelines.”  Does this document explain and quantify how 283 

AIC determined the number of employees or the specific amounts of non-labor 284 

expenses that were included in the test year 2014 O&M expense estimates? 285 

A. No.  The “2013-2017 Ameren Corporation Budget Instructions” contained in 286 

Schedule G-1 describe the timeline and procedures to be employed when inputting 287 

information into the budget system.  This document also describes certain internally 288 

calculated loading rates, allocation factors and coding regimes that must be 289 

followed.  However, these instructions confirm that, “Budgeters are required to 290 
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enter both Headcount and Full Time Equivalents (FTE) on the Labor Screen of 291 

UIP” and that “[t]he FTEs drive the labor calculation.”  There is no documentation 292 

of how AIC management actually determined the need for proposed levels of FTE 293 

staffing for the test year.  Additionally, aside from noting the need to use “a 2% 294 

escalation factor as a guideline,” these instructions state, “All non-labor costs must 295 

be escalated by the budgeter prior to being entered into UIP.”   296 

Q. Does Mr. Getz’ testimony or the budget process documentation filed by the 297 

Company explain the basis for test year forecasted Distribution O&M expenses 298 

of $79.6 million that exceed the actual level of expenses incurred in calendar 299 

2012 by 32 percent? 300 

A. No.  The fact that 2014 Distribution O&M expense is forecasted to increase by 32 301 

percent over 2012 actual expense clearly shows that the “budgeter” personnel who 302 

input data into the test year forecast did not simply escalate labor costs using the 303 

stated “Management 4%” and “Contract 3% (revised to 2.5%)” wage rate increases 304 

in Schedule G-1, but instead dramatically increased FTE staffing inputs.  The fact 305 

that 2014 Distribution O&M expense is forecasted to increase by 32 percent over 306 

2012 actual expense also clearly shows that the “budgeter” personnel who input 307 

non-labor costs did not simply escalate historical 2012 spending levels by 2% or any 308 

other credible price escalation factor, but instead substantially increased the 309 

projected 2014 non-labor costs for other factors not documented anywhere in the 310 

Company’s direct testimony.  The only way to truly understand how test year O&M 311 

expense forecasts were developed is through the production of detailed forecast 312 

workpapers supportive of the inputs made by Ameren budgeters into the UIP 313 
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system.  No forecast input workpapers have been produced by the Company despite 314 

data requests by the AG to that effect.   315 

Q. At page 6 of his testimony, Mr. Getz states his opinion that the test year 316 

projections are “reasonable and reliable” by referring to an AICPA Guide for 317 

Prospective Financial Information and to an opinion of Kerber, Eck and 318 

Braekel, “affirming the preparation and presentation of the projections comply 319 

with the AICPA Guide.”  Has Mr. Getz provided any independent analysis or 320 

detailed support for the reasonableness or reliability of the 2014 O&M forecast 321 

beyond Schedule G-5 and the Company’s contractor who verified compliance 322 

with the “AICPA Guide”? 323 

A. Not in his direct testimony or exhibits.  It is not apparent that Mr. Getz or any other 324 

AIC witness has independently critiqued all of the many UIP budget system inputs 325 

to verify the reasonableness of such inputs.  As noted in the testimony that follows, 326 

the Company has been unable or unwilling to provide supporting documentation for 327 

many of the important forecasting assumptions and inputs used to prepare the test 328 

year O&M expense estimate. 329 

Q. Does compliance with the AICPA Guide referenced by Mr. Getz ensure that 330 

test year expenses are not overstated for ratemaking purposes? 331 

A. No.  The engagement letter with the CPA firm retained by AIC to perform the 332 

AICPA Guide review reveals that AIC management is completely responsible for 333 

the underlying assumptions and the appropriateness of the financial projection and 334 

its presentation.  AIC management acknowledged that this fact is to be confirmed in 335 

a representation letter from management to the CPA firm at the conclusion of the 336 

review engagement.  A copy of the CPA firm engagement letter, written by the CPA 337 
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firm and acknowledged in writing by AIC management, was provided in response to 338 

data request AG 13.19, and is attached to this testimony at AG/CUB Exhibit 1.4. 339 

III. FORECASTED LABOR EXPENSES 340 

 341 

Q. How did AIC prepare its forecast of 2014 test year O&M labor expenses? 342 

A. The test year labor forecast is driven by entry of assumed test year headcount and 343 

Full Time Equivalent (“FTE”) on the labor screen of the UIP system.
10

  The FTE 344 

inputs then drive the labor calculation, with the resulting labor dollars spread among 345 

expense, capital and other FERC Accounts.   346 

Q. Are you proposing any adjustments to the Company’s proposed level of test 347 

year labor expenses? 348 

A. Yes.  At AG/CUB Exhibit 1.3, page 1, I propose an adjustment reducing test year 349 

expenses for the estimated O&M expense and revenue requirement impact of 350 

excluding 43 of the 86 new positions, which is one half of the proposed  incremental 351 

gas only employees that are included in the Company’s test year expense forecast.  352 

The quantification of the adjustment is based upon calculations performed by AIC 353 

in the Company’s response to data request AG 5.03R, which showed the 354 

“approximate revenue requirement impact” upon O&M expense of adding 86 355 

incremental gas only employees within Attachment 3 to be $7.85 million.  356 

Removing one-half of this value, or $3.9 million, would still allow the Company to 357 

fund the addition of 43 additional employees above its actual gas utility staffing 358 

levels at March of 2013, to enable progress toward the activities identified in Mr. 359 

Colyer’s testimony, while recognizing that AIC has not provided any specific 360 

                                                 
10

  Ameren Section 285.7005(b)(2), Schedule G-1, page 3. 
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supporting justification for all of the proposed 86 incremental positions.  This 361 

adjustment should be viewed as conditional, and subject to upward or downward 362 

revision, depending upon the extent to which AIC ultimately justifies the large 363 

increase in gas utility staffing that it proposed for the test year.  AG/CUB Exhibit 364 

1.5 contains a complete copy of AIC responses to AG 1.03R and AG 5.03R 365 

containing the support for this adjustment. 366 

Q. How did AIC determine the number of employees to include in forecasted 2014 367 

test year labor expenses in the test year? 368 

A. Despite diligent best efforts, I have been unable to determine an answer to this 369 

question.  AIC seems to be either unable or unwilling to provide supporting 370 

documentation indicating the basis or support for its test year FTE inputs to the 371 

budget system, and the resulting labor driven O&M expenses derived from such 372 

inputs. 373 

Q. Did the Attorney General submit data requests to AIC requesting all studies 374 

and other documentation relied upon by the Company to support the need for 375 

the increased number of FTE personnel included in the 2014 O&M labor 376 

expense forecast? 377 

A. Yes.  Several iterations of questions soliciting this information were submitted.  In 378 

each instance, the Company either failed to produce the data or objected to 379 

providing such data.  I have copied and included each of the following AG Data 380 

Requests in AG/CUB Exhibit 1.6, without voluminous attachments.  The following 381 

is a brief summary of the AG’s question and AIC’s response to each item: 382 

 AG 1.03 asked for a detailed comparative statement of monthly actual 383 

staffing levels within each AIC and Ameren Services department, 384 

compared with projected levels of test year staffing in each department, 385 
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along with a discussion of each individually significant staffing change 386 

and complete copies of all analyses of work requirements, labor demand or 387 

other documentation indicating a need for proposed levels of increased 388 

staffing.  The response provided (prior to the revision contained in 389 

AG/CUB Exhibit 1.5) showed a proposed increase in gas-only staff count 390 

of 80 employees, while supplying only generalized reasons for filling these 391 

new positions.  No analyses of work requirements, labor demand or other 392 

documents were provided to support the increased staffing proposed by 393 

AIC. 394 

 395 

 AG 1.04 asked for a detailed explanation of the step-by-step procedures 396 

employed by AIC to develop the labor expense forecast for the test year 397 

and to provide copies of illustrative reports and documents used in these 398 

processes.  The response referenced Mr. Getz’ testimony and provided 399 

only a summary narrative discussion, with no documentation of the 400 

process. 401 

 402 

 AG 3.14 asked for a summary of staffing counts comparing historical 403 

actual data for forecasted staffing as well as an explanation for “why each 404 

proposed addition to current actual staffing levels is believed to be needed, 405 

with reference to all measures of work requirements, backlogs of existing 406 

work and  all other information relied upon by management to determine 407 

staffing levels” and the Company responded by referring to AG 1.03 and 408 

AG 1.04 and then objecting to providing “all analytic work that was done” 409 

throughout the Company to develop all projected staffing levels for 2014 410 

as “overly broad in scope and unduly burdensome.” 411 

 412 

 AG 5.01 again asked for a more detailed description of each step of the 413 

labor expense forecasting process  and complete copies of all analyses, 414 

calculations, workpapers, projections, historical trending and any and all 415 

other information and/or documents relied upon in developing the amounts 416 

input into the AIC system.    In its response, AIC provided a hypothetical 417 

discussion of how staffing counts may have been determined and stated, 418 

“Nor does AIC require analyses, calculations, work papers and/or 419 

projections for each and every labor hour/dollar budgeted.”  Voluminous 420 

confidential Attachments were provided to AG 5.01 from the Company’s 421 

budget process, but none of these documents contained supporting analysis 422 

that was used to determine the numbers of proposed staff assumed to be 423 

required in each budget area. 424 

 425 

 AG 5.06(a) asked the Company to confirm that it has no studies, reports, 426 

analyses or other documents supportive of its forecasted expansion of AIC 427 

workforce by 12 percent (80 new positions over 641 existing positions) 428 

subsequent to February of 2013.  The Company simply referenced AG 429 

5.01 (see discussion immediately above) and provided no studies or other 430 

documents. 431 
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 432 

 AG 12.02 referenced previous data requests and asked for confirmation 433 

“that the Company has not produced any copies of documentation in the 434 

form of studies, reports, analyses of work requirements, performance 435 

reviews, backlog statistics or other information to support any of the 436 

proposed changes to staffing levels” in 2014 or for pinpoint citations to 437 

where any of such documentation has been provided.  AIC objected to this 438 

request as argumentative and for other reasons, providing no substantive 439 

response. 440 

 441 

 The conclusion I have drawn from this discovery effort is that Ameren is unwilling 442 

and/or unable to produce any support for the large increases in staffing that are 443 

proposed in the test year.  Under these circumstances, it is impossible to evaluate the 444 

actual need for expanded staffing or the reasonableness of AIC’s projected 2014 445 

labor expenses. 446 

Q. Returning for a moment to Mr. Colyer’s testimony in support of test year 447 

O&M at lines 1102 to 1391 of Ameren Exhibit 7.0, is it possible for utilities to 448 

track and document the levels of work being performed that require labor? 449 

A. Yes.  Mr. Colyer discusses a number of activities that contribute to Distribution and 450 

Transmission O&M and to Gas Storage Expenses.  These are activities for which 451 

work can be tracked and monitored statistically.  For example, the number and 452 

severity of leak response calls and quantities of monthly meter reading, service 453 

on/off calls and summaries of leak survey data can be compiled and analyzed to 454 

understand the volume of work being performed and to provide quantification of 455 

any work backlog that exists due to inadequate levels of staffing or insufficient 456 

available labor hours. 457 

   Beyond statistical tracking of work volumes and backlog, another valuable 458 

metric for staffing level adequacy is the amount of incurred overtime and/or outside 459 

contractor charges for supplemental labor, which can indicate an immediate or 460 
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growing need to add staffing.  Unfortunately, neither AIC’s direct evidence or its 461 

responses to AG data requests have yielded any useful information to evaluate or 462 

validate the proposed test year staffing additions. 463 

Q. Is there any indication that AIC’s existing levels of staffing, prior to adding 86 464 

incremental gas-only employees, are causing any service reliability, safety or 465 

regulatory compliance issues that could only be remedied by large increases in 466 

staffing? 467 

A. No.  The Company performs tens of thousands of natural gas system operations and 468 

maintenance and pipeline safety compliance activities annually to ensure the safety, 469 

quality and reliability of its gas service.  Key Performance Indicators (“KPIs”) are 470 

tracked monthly to assure these activities are completed prior to the required 471 

compliance dates.  The KPI’s are grouped into categories and are rolled-up into an 472 

overall compliance KPI that has been in the 99
th

 percentile historically for AIC.
11

  473 

The Company believes that it is performing adequately across all performance 474 

measures tracked presently and is providing safe and reliable Illinois gas service.  475 

However, as described in its testimony, the Company is proposing additional 476 

personnel and non-labor expenditures in its rate filing that it apparently believes is 477 

necessary to strengthen its pipeline safety program and to maintain its current level 478 

of performance in 2014.
12

 479 

Q. How does the Company’s proposed level of 2014 staffing for the gas utility 480 

business compare to current staffing levels? 481 

                                                 
11

  AIC response to AG 12.08.  Additional information regarding pipeline safety compliance 

performance is provided in AIC’s response to AG 12.10. 
12

  AIC response to AG 12.09. 
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A. The Company has work groups that contain only gas or only electric employees, 482 

while other work group employees are shared between the gas and electric business.  483 

If we focus solely upon the gas utility business, there were 641 gas-only employees 484 

on the Company’s payroll in February and also in March of 2013, compared to 485 

much higher forecasted staffing of 704 to 706 filled positions throughout the 486 

remainder of 2013.  Then, for the year 2014, AIC has forecasted 727 gas-only 487 

employees in every month of the test year.  This is a projected increase in staffing of 488 

86 positions in the ten months between March and January, representing a 13.4 489 

percent increase in gas-only personnel relative to current staffing.  I have included a 490 

copy of AIC’s response to AG 12.03 which describes these proposed staffing 491 

changes and the status of planned hiring activities within AG/CUB Exhibit 1.7.  As 492 

noted previously, current staffing levels are believed by AIC to be performing 493 

adequately and providing safe and reliable gas utility service at this time.   494 

Q. Have all of the 86 new employee positions included by AIC in the test year been 495 

approved by the Company’s senior executive management for hiring? 496 

A. No.  According to the response to AG 12.03, “Senior executive management has 497 

approved the 65 positions reported open for 2013 as of the end of February 2013.  498 

Senior executive management, however, is awaiting Commission approval of rate 499 

recovery for wage and benefit costs associated with the 21 positions proposed in the 500 

2014 test year, prior to making any offers.  Recruitment and interviews for the 21 501 

open gas only positions in 2014 will begin by the fourth quarter of 2013.”   Thus, it 502 

appears that at least some of the proposed new positions are discretionary and may 503 

not be added at all if the Commission does not provide advance approval of cost 504 

recovery for such added staffing.   505 
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IV. FORECASTED NON-LABOR EXPENSES 506 

 507 

Q. How did AIC prepare its forecast of 2014 test year O&M miscellaneous non-508 

labor expenses, including the estimated costs of materials, contract labor, 509 

professional services and other non-labor related expenses? 510 

A. According to AIC Schedule C-5, Operating and Maintenance costs are forecast 511 

through a detailed bottom-up budgeting process.  Unless specifically determined 512 

otherwise, this process assumed, as a default, a 2.0% annual rate of inflation for 513 

2014.  The test year non-labor other expense forecast is driven by direct entry into 514 

the UIP system by the Company’s budgeters of amounts expected to be spent by 515 

resource type, activity, cost category, business division and utility.  Historical cost 516 

levels and judgment are used to determine the budget combinations used to record 517 

costs and the Business Performance Specialists in each work area work closely with 518 

the managers, superintendents and supervisors during the budget process and 519 

interface with the UIP system.
13

 520 

Q. Are you proposing any adjustments to the Company’s proposed level of test 521 

year non-labor expenses? 522 

A. Yes.  At AG/CUB Exhibit 1.3, page 2, I propose a series of reductions to certain of 523 

the non-labor expense forecast amounts proposed by AIC, in the limited instances 524 

where the Company has provided enough data to isolate apparent overstatement of 525 

projected costs in the test year.   Using the limited information from the Company’s 526 

response to data requests AG 12.12 and 15.03, my adjustment at page 2 of AG/CUB 527 

Exhibit 1.3 proposes alternative forecasted expense amounts for the line items 528 

                                                 
13

  AIC response to AG 1.08. 
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described therein, with descriptions in footnotes of how each alternative amount was 529 

determined.  AG/CUB Exhibit 1.10 contains copies of the Company’s response to 530 

AG 12.12 and AG 15.03, except for confidential Attachment 2 which is unrelated to 531 

the adjustments I have proposed.   532 

Q. Was the Company more forthcoming in providing detailed supporting 533 

workpapers that were requested by the AG for the non-labor expense amounts 534 

that were entered into the UIP system by Company budgeters? 535 

A. No.  After diligent efforts by the Attorney General to acquire and study detailed 536 

workpapers in order to understand how the Company’s budget personnel derived the 537 

amounts they input into the test year forecast, it remains unclear how most of these 538 

amounts were actually determined.  As in the case of staffing level inputs, a series 539 

of data requests have been submitted to the Company seeking detailed workpapers 540 

supportive of AIC and Ameren Management Services test year non-labor expense 541 

forecast inputs.  AIC has not been forthcoming with supporting calculations and 542 

documentation for its 2014 non-labor expense forecasts. I have copied and included 543 

each of the following AG Data Request responses within AG/CUB Exhibit 1.8, 544 

without related voluminous attachments.  The following is a brief summary of the 545 

series of non-labor forecast question and AIC’s form of response to each item: 546 

 AG 1.08 asked for a detailed explanation of the step-by-step procedures 547 

employed to develop the O&M Other Cost forecast for the test year, indicating 548 

procedures used to estimate work requirements, material/contractor charges, the 549 

activity and work element codes that are employed and processes utilized to 550 

verify and summarize projected overall Other Costs, with copies of illustrative 551 

reports and documents used in each step of these processes.  The Company’s 552 

response referred to Mr. Getz’ testimony, providing only summary level process 553 

descriptions and included no illustrative documentation for the steps of the 554 

process. 555 

 556 



 

 

 

24 

 

 AG 1.15 asked for complete copies of all of the detailed workpapers, supporting 557 

analyses, historical cost trending studies, vendor quotations and other documents 558 

relied upon by each of the referenced personnel and groups in support of the 559 

inputs used to develop test year non-labor expense forecasts.  The Company 560 

objected to providing this information, claiming the request for budget support is 561 

“overly broad in scope and unduly burdensome in light of other information 562 

provided in AIC's direct filing and in response to other data requests that explains 563 

the development of the test year forecast and supports the forecasted costs.” 564 

 565 

 AG 3.16 asked for identification, quantification and descriptions of each “price 566 

escalation factor” used for supplies and a summary of the total dollar amount of 567 

base expenses that was subjected to escalation using the default 2% and each 568 

other (specified) escalation rate in 2014 and each prior period where 569 

escalation/inflation assumptions were employed.  The response provided only 570 

general support for escalation rates and failed to quantify the total dollar amounts 571 

escalated by the 2% or any other factors. 572 

 573 

 AG 5.07 included a request for “complete copies of all analyses, reports, 574 

historical trending studies, vendor quotations, price times quantity calculations 575 

and other documentation associated with or supportive of the amounts entered 576 

into the budget system for the test year non-labor expenses.” The Company 577 

provided no such documents, instead electing to discuss certain known causes for 578 

higher forecasted costs, as outlined in its responses to Staff ENG 3.01, 3.01S and 579 

3.01S2. 580 

 581 

 AG 7.01 requested information regarding each departure from the 2% general 582 

escalation rate,  detailed supporting calculations and documentation for each 583 

element of test year forecasted non-labor costs and similar supporting 584 

documentation and calculations for all relevant Ameren affiliates for which 585 

allocated non-labor expenses are included in the test year expense forecast.  In its 586 

response, AIC states, “Forecasts are updated throughout each month with version 587 

copies form the 10
th

 working day saved.  As such, it is not possible to point to a 588 

single forecast version that was used by all budgeters.  An analysis of the step-589 

by-step process for how each specific non-labor cost forecasted for 2014 was 590 

derived from prior budgeted amounts is not available.”  No documents supportive 591 

of non-labor expense forecast entries were provided with this response. 592 

 593 

 AG 7.03 again asked for the total dollar amounts of forecasted 2012 AIC gas 594 

O&M expenses that were subject to each of the escalation factors referenced in 595 

AG 3.16(c) and none of the requested breakdown of total dollars subject to 596 

escalation was provided.  Instead, the response provides support for a PE pipe 597 

escalation factor but then concludes “PE Pipe does not have a significant impact 598 

on O&M expenses thus there are no studies that have been performed.” 599 

 600 

 After AIC objected to providing support for all of its non-labor expense forecast 601 

inputs in AG 1.15 and failed to provide such documentation in AG 5.07, a more 602 
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selective AG 12.05 was submitted asking for “…all relied-upon source 603 

documentations supporting the development of each non-labor budgeted expense 604 

amount individually exceeding $50,000 that was entered into the test year 605 

forecast system and included in the Company’s asserted test year expenses” for a 606 

list of 42 specific budget areas.   The Company again objected, stating this 607 

request was “…not reasonably defined in any reasonable manner, unduly 608 

burdensome to comply with in any reasonable amount of time and amounting to 609 

annoyance, harassment, and needless increase in the expense of litigating this 610 

proceeding.” 611 

 612 

 AG 13.18 asked the Company to confirm that it has not accumulated or 613 

maintained any comprehensive and indexed workpapers supportive of the test 614 

year non-labor expense forecasts or, in the alternative, to provide such 615 

documents.  The Company again objected claiming the request is argumentative 616 

and a mischaracterization of the documentation AIC has produced. 617 

 618 

In its direct testimony filing and throughout the discovery process, AIC has not 619 

produced the supporting workpapers, historical trending data, vendor bid 620 

information or other documentation for the “other” non-labor amounts directly 621 

entered into its budget system for the 2014 test year.
14

  This is critically important 622 

information because the utility’s test year forecast, which is the underpinning of the 623 

revenue requirement, cannot be fully understood and evaluated without such 624 

information. 625 

Q. Do you regularly work in any other state regulatory jurisdictions where 626 

forecasted test years are employed? 627 

A. Yes.  Utilitech has been responsible for the detailed review and responsive revenue 628 

requirement testimony filed by the Hawaii Consumer Advocate in every major 629 

energy rate case processed in that State for the past 15 or more years.  Forecasted 630 

test years are required for use in Hawaii rate cases. 631 

                                                 
14

  In Schedule G-5 and responses to certain data requests, supporting documentation for pension and 

OPEB costs was provided, but no workpapers for the directly input other O&M expense amounts 

has been produced by AIC.  On June 7, the Company provided its response to AG 15.03 that 

contained limited descriptions of assumed volumes and prices for elements of its non-labor 

expense forecast that had been listed without supporting analysis in AG 12.12.  Copies of both of 

these responses are provided in AG/CUB Exhibit 1.10. 
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Q. Do the regulated energy utilities in Hawaii pre-file detailed supporting 632 

workpapers for the labor and non-labor forecasted test year expenses that are 633 

proposed for rate recovery? 634 

A. Yes.  Workpaper support for the derivation of labor hours and non-labor expense 635 

amounts input into test year forecasting systems are routinely submitted with the 636 

filing of direct testimony by Hawaiian Electric Company, Hawaii Electric Light 637 

Company and Maui Electric Company, Ltd.  These utilities understand their 638 

obligation to retain and produce indexed workpapers containing supporting 639 

calculations and documentation for all individually significant labor and non-labor 640 

expenses included in the revenue requirement.  In addition, multiple witnesses are 641 

produced with subject matter expertise in each functional area of the utility to 642 

explain and defend the test year forecasts as well as each individually significant 643 

variance in forecasted amounts, relative to recent historical expense levels.   644 

Q. Have you recently participated in any Illinois rate proceedings where a 645 

forecasted test year was employed? 646 

A. Yes.  I participated in Peoples Gas Light & Coke Company and North Shore Gas 647 

Company (“PGL/NSG”) consolidated Docket Nos. 12-0511/0512, with 648 

responsibility for review of test year forecasted O&M expenses. 649 

Q. Did PGL and NSG provide supporting workpapers for the forecasted non-650 

labor expenses proposed for the test year in the referenced Dockets? 651 

A. Yes.  Voluminous workpapers were provided in response to AG data requests and 652 

Company personnel were made available to explain the workpapers.  While the 653 

PGL/NSG forecast support documents were not indexed or well organized, it was 654 

possible with considerable effort to find support for most of the individually 655 
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significant elements of the utility and Integrys Business Support affiliate’s 656 

forecasted expenses, so as to more specifically address issues raised by the methods 657 

used to forecast such costs.  In the Proposed Order issued on April 26, 2013 in that 658 

Docket, several of the O&M expense adjustments I proposed based upon my review 659 

of PGL/NSG non-labor forecast workpapers were recommended for approval by the 660 

ALJ.
15

  These were adjustments that were only determinable upon review of test 661 

year forecast workpapers. 662 

Q. How were you able to quantify the non-labor O&M expense adjustment that 663 

you recommend for the AIC gas utility in the absence of workpaper support 664 

from the Company? 665 

A. The only meaningfully detailed supporting calculations for the Company’s test year 666 

non-labor forecast inputs were eventually provided in response to data requests AG 667 

12.12 and 15.03, just before this testimony was due to be filed.
16

  Using this limited 668 

information, it is possible to determine that specific elements of the Company’s 669 

2013 non-labor expense forecast appear to significantly overstate future expenses to 670 

provide for vast expansions of integrity management and other safety-related 671 

programs.  Therefore, at this time, I propose the adjustments listed and described in 672 

AG/CUB Exhibit 1.3 at page 2.   The AG has requested additional support for AIC’s 673 

forecasted expenses that may support refinement of these adjustments if and when 674 

the Company produces more substantive supporting documentation. With this 675 

adjustment and the corresponding staffing and labor adjustment proposed above, the 676 

resulting test year 2014 estimated O&M expenses are more consistent with 677 

                                                 
15

  See Proposed Order dated April 26, 2013 in Docket Nos. 12-0511/0512 cons. pages 154-161 
16

  See Footnote 14 and AG/CUB Exhibit 1.10. 
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historical spending levels that were effective at providing safe and adequate service 678 

to AIC customers. 679 

Q. With regard to the Company’s large proposed increase in forecasted O&M 680 

expense in the 2014 test year, was any information provided to Commission 681 

Staff to explain how the forecasted amounts were developed? 682 

A. I am not aware of any questions from Staff asking for forecast workpapers or 683 

supporting documents.  However, in response to data request ENG 3.01, in which 684 

the Company was asked to “explain the variation in the 2011-2014 expenses” for a 685 

listing of accounts, spreadsheet attachments were provided with “variance 686 

explanations” that show relatively steady expense levels in the 2011 and 2012 actual 687 

columns, with significant increases in both of the forecasted years 2013 and 2014.  I 688 

have included a copy of ENG 3.01 and its attachments within AG/CUB Exhibit 1.9. 689 

Q. Has AIC presented any evidence that its relatively steady actual spending in 690 

recent years will be insufficient to continue to provide safe and adequate gas 691 

service in future, forecasted periods? 692 

A. No.  While Mr. Colyer describes the Company’s plans for expansion of activities 693 

and forecasted costs in Ameren Exhibit 7.0, he has not explained any inadequacies 694 

in historical spending levels or why vastly higher amounts are now required to serve 695 

essentially the same base of customers with essentially the same infrastructure as 696 

soon as we move from recorded, actual costs in 2011 and 2012, to forecasted 697 

amounts in 2013 and 2014.  Without such explanations, the Commission should not 698 

approve the much higher forecasted O&M expense levels that are being proposed.  699 

   In its response to AG 13.03, the Company states, “Additionally, there are 700 

new federal regulations forthcoming that are based upon the legislation 701 
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requirements passed by Congress in December 2011.  The new regulations will 702 

result in significant additional work requirements, including transmission pipeline 703 

replacements, hydrostatic testing of pipelines, and expansion of TIMP 704 

requirements.”  However, the Attachment to this data request reveals that most of 705 

the new requirements impose work on the Department of Transportation (“DOT”) to 706 

conduct a series of evaluations to determine if TIMP requirements and other new 707 

regulations are required.
17

  The Company’s test year O&M forecast, after revision 708 

for the AG/CUB-proposed adjustments, appears to make ample provision for 709 

expansive and costly new compliance measures, based upon speculation regarding 710 

the outcome of pending federal regulatory changes and an assumption that AIC will 711 

be unable to continue to comply with new and expanded regulations in the absence 712 

of large increases in staffing and other non-labor expenses. 713 

Q. Using the expense variance data provided in the Company’s response to data 714 

request AG 3.01, how does the AG-proposed test year forecasted Distribution 715 

O&M expense, after the AG/CUB ratemaking adjustments, compare to the 716 

Company’s proposed test year expenses in relation to 2012 actual spending? 717 

A. The Company’s proposed test year 2014 O&M expenses total $189.2 million when 718 

the amounts in Ameren Exhibits 15.1 through 15.3 at Schedule 1 are totaled.  The 719 

O&M adjustments described herein and sponsored by AG/CUB witness Mr. Smith 720 

                                                 
17

  The “Pipeline Safety, Regulatory Certainty, and Job Creation Act of 2011” was signed into law in 

January of 2012 and is available at:  http://www.gpo.gov/fdsys/pkg/PLAW-

112publ90/pdf/PLAW-112publ90.pdf.  Any new regulations from U.S. Department of 

Transportation PHMSA in response to this legislation are expected to be announced by July 2013, 

including possible extension of integrity management program requirements beyond high 

consequence areas, time limits for accident and incident notification, and any new regulations for 

testing of material strength of pipe operating above 30 percent of specified minimum yield 

strength in high consequence areas. 

http://www.gpo.gov/fdsys/pkg/PLAW-112publ90/pdf/PLAW-112publ90.pdf
http://www.gpo.gov/fdsys/pkg/PLAW-112publ90/pdf/PLAW-112publ90.pdf
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reduce forecasted test year O&M to $176.3 million, which can be summarized as 721 

follows:   722 

.Figure 2: Revised Test Year O&M Expense Comparisons. 723 

 
$ Millions % Over 2012 

 

AIC Proposed O&M  $      189.2  17% 

AG/CUB O&M Adjustments: 

    Ex. 1.3 p.1 Labor             (3.9) 

   Ex. 1.3 p.2 Non-Labor             (3.6) 

   Ex. 1.3 p.3 Software             (0.9) 

   Ex. 1.3 p.4 Contributions             (0.1) 

   Ex. 1.3 p.5 Sponsorship             (0.1) 

   Ex. 1.3 p.6 Advertising             (0.4) 

   Ex. 4.2 p.1 Pension/OPEB             (3.9) 

 Revised Proposed O&M  $      176.3  9% 

 724 

 The revised total O&M expense amount proposed by AG/CUB for the test year 725 

represents expenses that exceed 2012 actual levels by approximately nine percent, 726 

which is more than double normal inflation levels expected in 2013 and 2014.
18

 727 

  728 

V. SHARED SOFTWARE DEVELOPMENT RENTS 729 

 730 

Q. Has AIC included the estimated costs of significant new software development 731 

projects within its asserted revenue requirement? 732 

A. Yes.  Mr. Colyer describes Project J01HP-Enterprise Asset Management 733 

Implementation (“EAM”) and Project J01HZ-Mobile Work Management 734 

(“MWM”) that represent new automated systems that are expected to be completed 735 

by December of 2014 and included within the asserted revenue requirement.
19

 736 

                                                 
18

  Ameren’s default expense escalation rate for general inflation is 2.0% according to AIC Part 

285.7005(b)(2), Schedule G-1 at page 2. 
19

  Ameren Ex. 7.0 at 29:613 to 30:652.  See also Ameren Ex. 7.1, pages 1-4. 
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Q. Are these new automated systems expected to be owned and maintained by 737 

AIC, even though they will also be used by Ameren Missouri to support gas 738 

utility operations in Missouri? 739 

A. Yes.  Ameren Missouri will also use the EAM/WMW and will be charged a rental 740 

fee to compensate AIC for the costs of developing and maintaining EAM/WMW.
20

 741 

Q. Has any of the rental income from Ameren Missouri been reflected in the AIC 742 

asserted revenue requirement? 743 

A. No.  The rental revenues are expected to be collected starting in 2015 after 744 

completion of the systems.
21

 This causes an inappropriate mismatch of costs and 745 

revenues, by burdening AIC ratepayers with the cost of installing and amortizing 746 

costs of the new automated systems, while denying ratepayers the offsetting 747 

revenues from Ameren Missouri arising from shared use of the systems in Missouri. 748 

Q. Have you proposed a ratemaking adjustment to reduce the revenue 749 

requirement, in order to account for estimated annual EAM/WMW rental 750 

income to be received from Ameren Missouri? 751 

A. Yes.  AG/CUB Exhibit 1.3, page 3, reflects an adjustment to include $915,578 of 752 

annual rental income to be received by AIC upon completion of these systems.  753 

This amount coincides with the first year calculation of a compensatory rental 754 

income rate from Ameren Missouri, based upon the estimated costs of the 755 

software.
22

  This adjustment is premised upon the assumption that AIC will actually 756 

complete and place into service the EAM/MWM systems in December 2014 as 757 

planned.  In the event the systems are not expected to be complete within the test 758 

                                                 
20

  BAP 1.05 and AG 3.02, Confidential Attachment 3. 
21

  Id. 
22

  Calculations are provided in AIC’s response to data request BAP 1.05, Attachment. 
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year, the adjustment I proposed should not be approved and instead a much larger 759 

adjustment should be made to eliminate the capitalized cost of the systems and 760 

related depreciation/amortization expenses, along with the test year projected O&M 761 

expenses that have been included within AIC’s asserted revenue requirement. 762 

VI. CHARITABLE CONTRIBUTIONS 763 

 764 

Q. What level of charitable contribution expense is proposed for recovery from 765 

AIC gas ratepayers in the 2014 forecasted test year? 766 

A. The Company has proposed an allowance for Section 9-227 contributions of 767 

$518,500, which amount represents an allocation to gas of approximately 40 768 

percent of a total AIC contributions forecast of $1.29 million.
23

 769 

Q. Has the Company identified the individual recipients or itemized the amounts 770 

of individual contributions it proposes to make in 2014? 771 

A. No.  An itemization of actual historical charitable contributions by payee is 772 

presented in AIC Schedule C-7, but there is no itemization presented for either the 773 

2013 or 2014 forecast years. 774 

Q. How does the $1.29 million of proposed total AIC contributions forecasted for 775 

2014 compare to actual amounts contributed by the Company in 2011 and in 776 

2012?  777 

A. In 2011, the actual contribution spending by AIC was $574,902 and in 2012 actual 778 

contribution spending was $918,517, prior to allocation of such amounts between 779 

the electric and gas utility business.
24

  Thus, the proposed allowance for 2014 780 

                                                 
23

  Ameren Exhibit 6.0, page 4, lines 84-88. 
24

  AIC response to Staff Data Request MHE 6.03. 
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contributions of $1.29 million represents an increase of 124 percent above actual 781 

2011 spending and an increase of 40 percent above actual 2012 contributions. 782 

Q. Has the Company presented any justification for increasing its charitable 783 

contributions so dramatically, given that such spending is discretionary and 784 

would add to the burden of higher rates to be paid by customers? 785 

A. No.  AIC witness Mr. Kennedy’s testimony on this topic states that the proposed 786 

level of test year contributions, “…represent the aggregate amount of donations that 787 

AIC has budgeted for the relevant time periods” and that “AIC does not budget 788 

recipient-by-recipient each year for all the contributions it will ultimately make in a 789 

given year.”  There is no explanation in testimony indicating why the aggregate 790 

level of donations that were actually made and apparently viewed as reasonable by 791 

AIC in 2011 and 2012 would not also be sufficient in 2014.  792 

Q. What adjustment is proposed by the Attorney General with respect to 793 

charitable contributions that should be included in test year 2014 revenue 794 

requirements? 795 

A. Charitable contributions for 2014 should be set no higher than an inflation-escalated 796 

allocation to represent the gas utility share of the total contributions made by AIC in 797 

2012, which is 40.16 percent of $918,517 or $369,000.  Increasing this amount for 798 

inflation at 2 percent to 2013 and another 2 percent to 2014 yields an allowance of 799 

$384,000. 800 

Q. Does this allowance for charitable contributions comport with how AIC 801 

developed its proposed recoverable amount in Docket No. 11-0282? 802 

A. Yes.  According to Mr. Kennedy’s testimony, “In Docket No. 11-0282, AIC sought 803 

to recover a forecasted level of contributions for its 2012 future test year for its gas 804 
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operations.  The Commission found the total forecasted amount AIC sought to 805 

recover in gas delivery rates was not a reasonable amount based on the economic 806 

climate at the end of 2011. Ameren Ill. Co., Order, Docket 11-0282 (Jan. 10, 2012), 807 

p. 94 31.  Instead, the Commission accepted Staff’s proposal to limit recovery of 808 

contributions to AIC’s budgeted amount for 2011 plus a 2% increase.”  The AG 809 

also supports basing recoverable contributions upon 2012 spending levels.  810 

However, using the Company’s actual 2012 contribution level, as I propose, 811 

removes from this calculus any concern about overstatement of test year 812 

expenditure budgets, by allowing the Company to actually recover its recent actual 813 

level of spending with adjustment for expected inflation. 814 

Q. Does the adjustment you propose to restate AIC’s estimated 2014 test year 815 

contributions allowance appear within AG/CUB Exhibit 1.3? 816 

A. Yes.  Page 4 of this Exhibit sets forth the required adjustment to include the more 817 

reasonable allowance for charitable contributions that is explained in my testimony. 818 

 819 

VII. CORPORATE SPONSORSHIPS 820 

 821 

Q. Has AIC included amounts for event sponsorship within the forecasted 2014 822 

expenses and the asserted gas utility revenue requirement? 823 

A. Yes.  AIC witness Mr. Kennedy’s testimony indicates that approximately $133,000 824 

has been budgeted for corporate sponsorships chargeable to Account 930.1 in 825 

2014.
25

 826 

                                                 
25

  Ameren Exhibit 6.0, 13:277-280. 
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Q. Has the Company provided an itemized breakdown of this amount by event or 827 

payee, so as to facilitate review of the reasonableness of such costs? 828 

A. No.  This form of detailed information was requested in data request AG 3.10, and 829 

the Company responded by referencing the detailed breakdown of actual 2011 830 

sponsorships that was submitted by AIC in AIC’s electric formula rate case in ICC 831 

Docket No. 12-0293 in Ameren Exhibit 24.2 and stating that, “AIC expects to 832 

support similar types of events in 2014.”  In the absence of any itemization of 833 

events AIC may sponsor in 2014, the Company appears content to rely upon the 834 

details of event sponsorship in the most recently litigated rate proceeding. 835 

Q. Did the Commission allow rate recovery of the Company’s itemized 836 

sponsorship costs in Docket No. 12-0293? 837 

A. Most of the event sponsorship costs incurred by the Company in 2011 were 838 

disallowed upon close examination by the Commission.  The Final Order in Docket 839 

No. 12-0293 noted at page 74 that a total electric jurisdictional amount of corporate 840 

sponsorships was $273,750 and that AIC applied a voluntary disallowance of 841 

$118,342 to this amount, leaving $155,408 of electric jurisdictional spending in 842 

dispute.  After listing and totaling the “Excluded Corporate Sponsorship Costs” 843 

from two different exhibits, the Final Order concludes that $94,056 of the disputed 844 

jurisdictional amounts should also be disallowed.  The net recoverable amount of 845 

$61,352, after the voluntary and Commission-ordered disallowances, represents 846 

about 23 percent of the total incurred electric-jurisdictional costs of corporate 847 

sponsorships that were determined to be recoverable from ratepayers. 848 

Q. Do you recommend a similar adjustment to the forecasted 2014 gas utility 849 

corporate sponsorship costs? 850 
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A. Yes.  In the absence of any detailed itemization of sponsorship costs that may 851 

actually be incurred by AIC in the forecasted 2014 test year, the best available 852 

sponsorship information is the data that was most recently reviewed and addressed 853 

by the Commission.  AG/CUB Exhibit 1.3 at page 5 applies a 23 percent 854 

recoverability rate to the Company’s forecasted sponsorship expenses, based upon 855 

the Commission’s order in Docket No. 12-0293, to derive a downward adjustment 856 

to proposed test year corporate sponsorship expenses. 857 

 858 

VIII. ADVERTISING EXPENSES 859 

 860 

Q. What is the purpose of the adjustment you propose at AG/CUB Exhibit 1.3, 861 

page 6? 862 

A. This adjustment reduces the Company’s forecasted spending on Informational and 863 

Instructional Advertising in Account 909.  AG/CUB Exhibit 1.3 contains a 864 

downward adjustment to disallow 27 percent of the forecasted 2014 test year 865 

expense, based upon the Commission’s recently completed analysis of comparable 866 

actual expenditures in Docket No. 12-0293.  In that Docket, AIC advertising 867 

expenditures in calendar 2011 were the subject of detailed scrutiny.  In the Final 868 

Order issued by the Commission, a total of $683,000 of electric jurisdictional 869 

expense in Account 909 was disallowed.
26

  The Commission’s ordered adjustment 870 

represents 27 percent of AIC’s total proposed Account 909 electric jurisdictional 871 

expense of $2,489,000 in 2011 as reported in that Docket.
27

 872 

                                                 
26

  See Docket No. 12-0293 Final Order, Appendix page 2, column (g), where $(683) thousand is 

removed as “Account 909 Inform. & Instruct. Advertising Expense (per order)”. 
27

  Docket No. 12-0293, AIC Schedule C-8, line 1. 
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Q. Why is it reasonable to estimate the appropriate regulatory adjustment to 873 

forecasted 2014 test year expenses, based upon the proportion of Account 909 874 

expenses that was recently disallowed by the Commission in the 2011 formula 875 

rate year? 876 

A. Docket No. 12-0293 represents the most detailed and most recent Commission 877 

order providing an analysis of detailed actual charges within AIC’s Account 909.  878 

The Company did not forecast 2014 expenses by FERC Account and has no 879 

detailed advertising programs or spending plans for 2014, so the best available 880 

proxy for the advertising that may eventually be done in 2014 is the recent actual 881 

spending programs and advertising messages.   882 

Q. Does the Company suggest that the portfolio of 2011 actual advertising 883 

messages and programs are indicative of how the forecasted budget for 2014 884 

advertising may be deployed? 885 

A. Yes.  At page 18 of his testimony, Mr. Kennedy states that, “In connection with this 886 

filing, AIC will be sending Staff copies of advertisements and scripts that were 887 

produced and published in 2011, the most recent calendar year for which AIC had a 888 

full year of actual data at the time of this filing” and that, “[i]ncluded with copies of 889 

the 2011 advertisements and scripts is a workpaper that lists the production costs 890 

and publication costs for the ads and scripts produced and published in 2011.”  The 891 

Company has volunteered no detailed breakdown of different advertising 892 

campaigns or spending patterns for the forecasted 2014 test year. 893 

 894 

IX. CASH WORKING CAPITAL 895 

 896 
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Q. Has the Company proposed a calculation of cash working capital for inclusion 897 

in rate base? 898 

A. Yes.  AIC witness Mr. Heintz sponsors the application of his previously conducted 899 

study of cash working capital lead and lag days, to updated test year revenues and 900 

expenses, to determine Cash Working Capital (“CWC”) for rate base inclusion.  901 

According to Mr. Heintz, the Company’s CWC requirement is supported by a lead-902 

lag study that employs methods that are “consistent with the Commission decisions 903 

in prior AIC gas rate cases, most recently in the Commission’s final order in Docket 904 

No. 11-0282.
28

  At Schedule B-8, AIC presents calculations of its proposed Cash 905 

Working Capital in the total amount of $19.4 million, along with separate 906 

calculations employing the same lag day values for each rate zone. 907 

Q. At page 3 of his testimony, Mr. Heintz states that, based upon a review of the 908 

prior lead-lag study and meetings with Company personnel about any 909 

expected changes to the Company’s policies and procedures, “…the Company 910 

decided to use the revenue lag and expense leads from the prior study and 911 

apply those leads and lags to the level of test year revenues and expenses in this 912 

proceeding.”
29

  Do you agree with this general approach? 913 

A. Yes.  Absent material changes in the Company’s policies and procedures governing 914 

credit and collection, billing, payables processing or the mix of vendors being 915 

employed, there is no need to incur the expense associated with annually updating 916 

lead and lag day studies. 917 

                                                 
28

  Ameren Exhibit 12.0 3:47-49. 
29

  Id.  3:54-60. 
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Q. Do you agree with the revenue lag and expense lead values set forth in AIC 918 

Schedule B-8, as sponsored by Mr. Heintz? 919 

A. I continue to believe that the Company’s revenue lag day values are overstated 920 

through use of imprecise accounts receivables aging methods that were disputed in 921 

my prior testimonies involving Ameren and ComEd.  However, AG/CUB have 922 

deferred to the Commission’s decisions regarding determination of the revenue 923 

lag.
30

  With regard to expense payment lead days, the Commission’s decisions have 924 

recently become more consistent (and correct) with regard to the pass-through tax 925 

issues in all recent formula rate case orders.  Therefore, I recommend that Mr. 926 

Heintz’ reliance upon and support for the incorrect treatment of pass-through taxes 927 

in Ameren Docket No. 11-0282 be rejected in favor of the more recent and 928 

consistent decisions of the Commission, as described herein. 929 

Q. What is the purpose of the schedule you have proposed within AG/CUB 930 

Exhibits 1.3, at page 7? 931 

A. The calculations on page 7 set forth side-by-side calculations of the total AIC gas 932 

lead lag study, showing how the Company’s proposed  treatment of pass-through 933 

taxes, using the improper method approved in Docket No. 11-0282 compares to the 934 

correct treatment that was afforded these taxes in Commission Orders in Docket 935 

Nos. 11-0721, 12-0001, 12-0293 and 12-0321.  The only difference in these 936 

calculations appears in the shaded cells, reflecting use of unaltered payment lead 937 

day values for the Municipal Utility Tax and Energy Assistance Charge amounts, 938 

                                                 
30

  See, for example, AG-CUB Exhibit MLB 1.0 in ComEd Docket No. 10-0467 and AG/AARP 

Exhibit 1.0 in AIC Docket Nos. 12-0001 and 12-0293. 
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on lines 23 and 24, in place of Mr. Heintz modified, so-called “alternative method 939 

of determining CWC requirement associated with pass-through taxes.”
31

 940 

Q. What revenue lag and expense lead values have been approved for application 941 

to pass-through taxes by the Commission in its most recent final rate orders 942 

involved Ameren and ComEd? 943 

A. The revenue lag day and expense lead day values approved by the Commission for 944 

Municipal Utility Taxes and Energy Assistance Charges in all recent formula rate 945 

case orders was as follows, in comparison to Mr. Heintz’ alternative proposal: 946 

Figure 3:  Pass-through Tax Lead Day Comparisons.  947 

 

Municipal Taxes Energy Assistance 

 

Rev. Lag Payment Lead Rev. Lag Payment Lead 

AIC Docket 12-0001 0.00  (48.54) 0.00  (38.54) 

AIC Docket 12-0293 0.00  (48.54) 0.00  (38.54) 

ComEd Dkt 11-0721 0.00  (44.22) 0.00  (40.69) 

ComEd Dkt 12-0321 0.00  (40.11) 0.00  (40.69) 

Heintz Alternative 0.00  (15.00) 0.00  (4.00) 
 Sources:  All amounts from Appendices to Final Orders except “Heintz Alternative” amounts 948 

 The last row of this table reveals how the Company’s alternative proposal for these 949 

pass-through taxes is dramatically inconsistent with the most recent Commission 950 

decisions on this issue. 951 

Q. Has there been any change in the remittance schedule for pass-through taxes 952 

that would invalidate the findings of the Commission in all of its recent electric 953 

formula rate case orders? 954 

A. No.  Mr. Heintz observes in his testimony that, “[t]here have been no changes to the 955 

remittance schedule for the pass through taxes.”  He then continues by stating,  956 

“[t]herefore, the Company’s CWC analysis reflects the same treatment of the 957 

                                                 
31

  Ameren Exhibit 12.0 5:90-93. 
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expense lead for pass-through taxes as the Commission adopted in the Company’s 958 

last gas rate proceeding.” [emphasis added] 959 

Q. Has Mr. Heintz focused upon the CWC outcome in Ameren’s prior gas rate 960 

case, Docket No. 11-0282, for any particular reason? 961 

A. Yes.  In that case, the Commission approved his alternative method of determining 962 

Ameren’s CWC requirements associated with pass-through taxes.
32

  However, this 963 

alternative method is flawed because it results in an improper CWC outcome, is 964 

completely inconsistent with the actual timing of cash flows associated with pass-965 

through taxes,  and conflicts with the more recent electric formula rate case 966 

Commission orders involving AIC and ComEd.  Correcting Mr. Heintz’ creative 967 

but incorrect alternative treatment of pass-through taxes in the lead lag study is the 968 

only adjustment I am proposing to the Company’s CWC calculations. 969 

Q. Why is it appropriate to assign a zero revenue lag to pass-through taxes such 970 

as the Municipal Utility Tax and Energy Assistance Charges? 971 

A. The Company acts only as a collection agent, adding pass-through taxes to 972 

customers’ bills and collecting such additional charges for later remittance to the 973 

taxing authorities.  These taxes are imposed on the gross receipts that have been 974 

collected by the utility, rather than upon the value of services provided for which 975 

customer remittances have not been collected. 976 

Q. Are pass-through taxes a liability of the Companies that must be paid before 977 

taxable revenues have been collected from customers? 978 

                                                 
32

  Docket No. 11-0282, Final Order, p. 14. 



 

 

 

42 

 

A. No.  While I am not an attorney and am providing no legal opinion on the matter, 979 

my review of laws and regulations that provide for the collection and payment of 980 

pass-through taxes by the Company indicates that such taxes are payable based 981 

upon collected revenues.  For example, the Municipal Utility Tax provided for at 65 982 

ILCS 5/8-11-2 is a tax on “Gross Receipts” which is defined at paragraph 4(d) as, 983 

“…the consideration received for distributing, supplying, furnishing or selling gas 984 

for use or consumption and not for resale.”
33

  The Energy Assistance Charge has 985 

specific remittance requirements stating, “By the 20
th

 day of the month following 986 

the month in which the charges imposed by the Section were collected, each public 987 

utility, municipal utility and cooperative shall remit to the Department of Revenue 988 

all moneys received as payment of the Energy Assistance Charge...”
34

  These are 989 

not taxes imposed upon the utility while it is providing service, but rather are taxes 990 

payable after the fact when money has been received and customer remittances 991 

have already been collected. 992 

Q. What do you mean by your reference to Mr. Heintz’ creative but incorrect 993 

alternative treatment of pass-through taxes? 994 

A. In prior rate cases, Illinois utilities have advocated the assignment of a full revenue 995 

lag to the cash inflows for collection of pass-through taxes and then measured and 996 

utilized the actual cash payment lead days.  After the Commission ruled that no 997 

revenue lag should be assigned to the collection of pass-through taxes, Mr. Heintz 998 

simply shortened the measured payment lead days for the taxes by netting against 999 

the lag the collection and billing elements of the revenue lag.  This can be observed 1000 

                                                 
33

  AIC response to AG 10.07, Attachment 1, page 4. 
34

  AIC response to AG 10.05, Attachment 1, page 14. 
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in Ameren Exhibit 12.1, page 1, where Mr. Heintz now inserts the “Billing” and 1001 

“Collection/Processing/Bank Float” revenue lag elements to calculate what he calls 1002 

a “Date Funds Available.”  The effect of Mr. Heintz’ creative alteration of the 1003 

payment lead is comparable to simply assigning most of a revenue lag to the cash 1004 

used to pay these taxes.   1005 

Q. What is the “Total Elapsed Days” value of 34.53 that appears on Ameren 1006 

Exhibit 12.1 at page 1? 1007 

A. This value is most of the revenue lag of 49.74 days, except for a usage period of 1008 

approximately one-half month, or 15.21 days.  By subtracting a revenue collection 1009 

lag from the otherwise applicable pass-through tax payment lead, Mr. Heintz 1010 

accomplishes most of what was determined to be unreasonable in all four recent 1011 

formula rate case orders. 1012 

Q. Is the netting of revenue lag components against the Municipal Utility Tax lead 1013 

days what causes Mr. Heintz’ alternative lead day value to now be only 15 days 1014 

in Ameren Exhibit 12.1, rather than the 48.54 lead days that was approved for 1015 

Ameren Illinois in Docket Nos. 12-0001 and 12-0293? 1016 

A. Yes, with some rounding of the calculations that appear in AIC Exhibit 12.1. 1017 

Q. Is the netting of revenue lag components against the Energy Assistance Charge 1018 

lead days what causes Mr. Heintz’ alternative lead day value to now be only 4 1019 

days in Ameren Exhibit 12.1, rather than the 38.54 lead days that was 1020 

approved in Docket Nos. 12-0001 and 12-0293? 1021 

A. Yes, again with some rounding of the calculations that occur within Ameren Exhibit 1022 

12.1. 1023 
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Q. Did the Commission affirmatively approve Mr. Heintz’ alternative method in 1024 

Docket No. 11-0282, based on the merits of that position? 1025 

A. No.  The Commission expressed a different concern about the amounts that AIC 1026 

many actually pay for Energy Assistance Charges (“EAC”) and stated at page 14 of 1027 

the Order: 1028 

 The question is whether the additional month that AIC could hold 1029 

the funds should be imputed for CWC purposes. If AIC were to 1030 

change its practices, it would mean that it would effectively remit 1031 

no EAC charges to the State for one month. Hence, at the test year 1032 

level of EAC charges, in the first year of the change, AIC would 1033 

remit about $2.3 million less to the State than it would under its 1034 

current practices.  AIC states that this could impact the 1035 

comprehensive low income energy programs administered by the 1036 

Illinois Department of Commerce and Economic Opportunity with 1037 

these funds. AIC requests that, in calculating the CWC 1038 

requirement, the Commission recognize AIC's past method of 1039 

remitting this pass-through tax and avoid any negative impacts on 1040 

the State, low-income customers, and AIC. Staff, on the hand, 1041 

contends that ratepayers should not bear the cost of AIC’s 1042 

unnecessary early payment and urges the Commission to base the 1043 

CWC calculation on AIC's access to these funds and not the date 1044 

AIC chooses to remit them. 1045 

 1046 

 The Commission understands Staff's position but is not inclined to 1047 

adopt it. Given the circumstances surrounding the EAC, the 1048 

Commission does not believe that the adjustment sought by Staff is 1049 

warranted. The Commission will revisit this issue, however, if AIC 1050 

alters its EAC remittance schedule. 1051 

 1052 

Q. Would Ameren and ComEd be required to skip a month of payments of EAC 1053 

or Municipal Utility taxes because of Commission adoption of the actual, 1054 

measured payment lead days for pass-through taxes rather than Mr. Heintz’ 1055 

alternative lead days? 1056 

A. No. 1057 
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Q. To your knowledge, has AIC or ComEd skipped a monthly payment of pass-1058 

through taxes because of the Commission’s treatment of such taxes in Docket 1059 

Nos. 11-0721, 12-0001, 12-0293 or 12-0321? 1060 

A. No. 1061 

Q. Does this conclude your testimony at this time? 1062 

A. Yes.  1063 


