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AIC-AG 1.04 On page 16 of his direct testimony, (lines 344-349), Mr. Brosch states 

"that deferred income taxes associated with reconciliation balance provide 

incremental cash for the utility".  Please identify the actual source of cash 

Mr. Brosch is referring to in this statement for each of the following 

within the reconciliation revenue requirement calculation: 

 

(a) Changes in operating costs 

 

(b) Changes in income taxes 

 

(c) Changes in interest 

 

(d) Changes in the equity return on invested capital 

 

 

 RESPONSE:  
 

(a) The source of cash is the deferral of income tax payment liability to future periods.  This 

deferral is not dependent upon which particular element of the revenue requirement 

(operating costs, income taxes, interest expense or return) is associated with the delayed 

recovery or return of reconciliation revenues.  When utility revenue collections exceed the 

actual revenue requirement, resulting in a reconciliation credit to be returned to ratepayers, 

the utility must generally pay current income taxes on such excess revenue collections.  

Alternatively, when utility revenue collections are less than the actual revenue requirement, 

the collection of such taxable revenues is delayed, resulting in the deferral of income tax 

payment liability.   

 

(b) Please see the response to part (a). 

 
(c) Please see the response to part (a). 

 
(d) Please see the response to part (a). 
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AIC-AG 1.05 At pages 16 and 17 of his direct testimony, Mr. Brosch recommends 

adjustments to Sch FR A-4 to calculate the reconciliation balance "Net of 

Income Tax".  Under his proposal, does Mr. Brosch agree that AIC will 

owe income taxes on revenues collected in rates from reconciliation 

balances?  If not, please explain why and provide all Documents relied on 

by Mr. Brosch in support of his response. 

 

 

RESPONSE: 

 

Yes.  Income taxes will become payable when reconciliation revenues can be billed to and 

collected from customers.   
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AIC-AG 1.07 Referring to Mr. Effron's proposal (AG Exhibit 2.0) to calculate the ROE 

Collar based on average rate base and average common equity, please 

answer the following:  

(a) If Mr. Effron is proposing to use average common equity, please clarify 

whether Mr. Effron is also proposing to use average balances for all 

components of the capital structure.  If not, please explain why. 

(b) If Mr. Effron is proposing to use average common equity and/or average 

capital structure, please explain why no capital structure changes are 

reflected on AG Exhibit 2.1, Page 4 and provide a revised AG Exhibit 

2.1 that fully delineates all such changes necessary to Sch FR A-3 to 

implemented Mr. Effron's recommendation. 

 

RESPONSE: 

 

(a) Mr. Effron is not proposing to use average balances for all components of the capital 

structure for the purpose of calculating capital structure ratios.  It is his understanding that 

SB9 requires the use of the year-end capital structure ratios. 

 

(b) Not applicable. 
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AIC-AG 1.09 On page 14 of his direct testimony, (lines 294-300), Mr. Effron claims that 

deferred taxes represents actual cash to the utility when the reconciliation 

is a debit balance. With regard to this claim, please answer the following: 

(a) By debit balance, is Mr. Effron referred to under-recovery?  If not, 

please explain. 

(b) Does Mr. Effron agree that the 2012 balance is a credit balance 

representing over-recovery? 

(c) Does Mr. Effron agree that 2012 over-recovery will not be credited to 

customer rates until 2014 and 2015?  If not, please explain why and 

reconcile any negative response to the Company's reconciliation 

schedule Ameren Ex. 1.3R, Sch FR A-4. 

(d) Does Mr. Effron agree that any 2013 over or under recovery will not be 

credited to or collected in customer rates until 2015 and 2016?  If not, 

please explain why and reconcile any negative response to the 

Company's reconciliation schedule Ameren Ex. 1.3R, Sch FR A-4. 

(e) If the response to subpart d is affirmative, please explain how any under-

recovered reconciliation balances represent an actual source of cash to 

the Company in the same calendar year when the under-recovered will 

no be collected in rates until future calendar years. 

 

 

RESPONSE: 

(a) Yes. 

(b) Yes. 

(c) Mr. Effron agrees that 2012 over-recovery will not be credited to customer rates until 2014.  

It is his understanding, based on Ameren Ex. 1.3R, Sch FR A-4, that the credit will end at the 
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end of 2014. 

(d) Mr. Effron agrees that any 2013 over- or under-recovery will not be credited to or collected 

in customer rates until calendar year 2015.  It is his understanding that any over- or under-

recovery in a given year will be credited to or collected in customer rates in the second year 

following the over- or under-recovery.  This is reflected on Ameren Ex. 1.3R, Sch FR A-4. 

(e) It is not Mr. Effron’s position that any under-recovered reconciliation balances represent an 

actual source of cash to the Company in the same calendar year when the under-recovery 

takes place.  However, when there is an under-recovered reconciliation balance, the income 

taxes are less than they otherwise would be.  That is, the actual revenue requirement in 

excess of the revenue requirement in effect reduces the income tax expense.  It is the 

reduction to income taxes that represents an actual source of cash to the Company and serves 

as an offset to the use of funds required by the under-recovered reconciliation balance. 
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