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STATE OF ILLINOIS 

 

ILLINOIS COMMERCE COMMISSION 

 

 

Ameren Illinois Company    ) 

       ) ICC Docket No. 13-0192 

Proposed General Increase in Gas   ) 

Rates and Revisions to Other Terms  ) 

And Conditions of Service    ) 

 

 

REPLY BRIEF OF 

THE PEOPLE OF THE STATE OF ILLINOIS 

 

The People of the State of Illinois, by LISA MADIGAN, Attorney General of the State of 

Illinois (the “People,” or “AG”), pursuant to the Commission’s rules, 83 Ill. Admin. Code 

200.800, file their Reply Brief in response to the Initial Brief of Ameren Illinois Company 

(“Ameren,” “AIC,” or the “Company”) in connection with the Company’s request for a 

substantial increase in revenues for gas service for customers in Illinois. 

I. INTRODUCTION 

As demonstrated in the People’s Initial Brief, the Company proposes significantly 

increased rates based on a forecasted 2014 test year and presents a rate design proposal that will 

unfairly distribute costs for service.  The People’s Initial Brief presented well-reasoned 

adjustments presented by AG witnesses Michael Brosch and David Effron in order to counter the 

Company’s unsupported projections of plant and expense amounts, test year operating income 

and rate base projections.  The Company, in its Initial Brief, continues to assert that historical 

data is somehow not relevant to the forecast for the 2014 test year.  The People continue to 

disagree with this claim and reiterate that the Company routinely failed to provide adequately 

detailed workpapers and other documentation to support the cost inputs and other assumptions in 
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its forecast.  The People’s well-developed adjustments to forecasted expenses, operating income, 

and rate base seek to remedy the inherent shortcomings in the Company’s projections and 

provide the most reasonable and fair outcome for ratepayers.  Therefore, in consideration of the 

foregoing as well as the arguments presented in their Initial Brief, the People urge the 

Commission to adopt the adjustments and proposals presented in their testimony and briefs in 

order to ensure the Company’s customers pay only just and reasonable rates.   

A. Test Year Forecast 

Despite extensive pre-filed testimony, discovery requests, and cross-examination by 

AG/CUB regarding the reliability of the Company’s test-year forecast, the Company chose not to 

address this issue in its initial brief, stating only at page 4 that “AIC proposed a future test year 

ending December 31, 2014.  No party has contested the use of this test year.”  As the People 

indicated in their initial brief at page 3, a future test year creates an opportunity for a utility’s 

management to aggressively forecast higher future costs.  Moreover, as the People indicated in 

their Initial Brief at page 3, Ameren has a history of overstating test-year forecasted expenses, 

and it is once again attempting to do so in the instant proceeding.  AIC’s forecasted 2014 test-

year expense is 17 percent higher than its actual 2012 operating expense.  AG Initial Brief 

(hereinafter cited as “IB”) at 6.  Historically, AIC has been able to significantly reduce expenses 

when needed without increased risk to public safety or to the provision of adequate, safe, and 

reliable service.  AG IB at 5.  Nonetheless, as the People indicated in their Initial Brief, quoting 

the Company’s response to DR AG 20.04(f), “[n]o list of specific cost reductions or cost 

eliminations was formally created and tracked by AIC gas operations during the course of 

preparation of the 2014 forecast.”  AG IB at 5. 
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The People also extensively described the Company’s failure and refusal to provide 

detailed workpapers to support its test-year expense forecast.  AG IB at 6-8.  Company witness 

Getz, the Company’s Controller, repeatedly described the projected expense levels as 

“reasonable” based on the purported determinations of Company personnel, despite a lack of 

supporting documentation.  The People further described how Mr. Getz admitted during cross-

examination (Tr. at 93:5-9) that he did not reject or recommend any change to any of the forecast 

line items.  AG IB at 8.  The Company’s Controller, it would seem, views all projections by 

Company personnel as reasonable.  Additionally, as previously demonstrated by the People, the 

accounting firm hired to review the Company’s test-year forecast did not file testimony in this 

case or attempt to assist in defending the forecast.  AG IB at 8. 

As stated in their Initial Brief, the People recommend that the Commission direct AIC to 

retain complete copies of all forecast calculations and documentation that are relied upon to 

support each individually material cost and headcount input to its test year forecast and to make 

such information immediately available for review in each future rate case that employs a 

forecasted test year.  AG IB at 8.  As AG/CUB witness Michael Brosch stated in his rebuttal 

testimony: 

This proposal would not require the “creation” of any incremental 

workpapers for forecast input values that are based entirely upon 

subjective judgments by Company personnel.  Instead, these 

undocumented input values can simply be marked “judgment” in 

the workpapers and, if such amounts are material and/or 

questionable in amounts, the more “narrowly tailored” data 

requests referred to in Mr. Colyer’s rebuttal testimony could be 

submitted to test the reasonableness of such values. 

AG/CUB Ex. 5.0 at 22. 

The commitments for providing documentation in future gas rate cases involving a future 

test year stated by Mr. Getz in surrebuttal testimony at AIC Ex. 32.0, page 8 are a welcome start, 
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but do not include the essential workpapers required to support the amounts input into test-year 

forecasts by Company forecasting personnel, as indicated by AG/CUB witness Brosch and Staff 

witness Daniel Kahle. 

II. RATE BASE 

A. ADIT – Step Up Basis Metro 

The Company’s Initial Brief includes a series of unsupported assertions attempting to 

show that ratepayers have not been denied a benefit to which they are entitled as a result of the 

transfer of the Metro East plant from Union Electric to CIPS in 2005.  However, each of these 

assertions collapses under examination and should be rejected.  The Commission should adopt 

the proposal of AG/CUB and Staff to reduce AIC’s gas rate base by $1.390 million in relation to 

the Company’s Metro East accumulated deferred income tax (“ADIT”) balance. 

First, the Company includes a heading on Page 7 of its Initial Brief stating “the alleged 

premise for the adjustment—that there has been a net increase in rate base—is simply not true” 

(capitalizations omitted).  If we define net rate base as book value of plant minus accumulated 

depreciation minus accumulated deferred income tax, then, as shown below, because net Metro 

East-related ADIT is lower on the books of AIC than it was on Union Electric’s books in 2005, 

net rate base of the Metro East plant has increased as a result of the transfer, and ratepayers are 

now forced to pay for a greater return on the same plant than when Union Electric held it.   As 

AG/CUB witness David J. Effron stated in direct testimony, “Utility holding companies should 

not be allowed to increase the net rate base value of assets by transferring the assets between 

affiliates.”  AG/CUB Ex. 2.0 at 5:111 to 6:112. 

The Company also argues at Page 7 of its Initial Brief that “the uncontroverted record 

evidence shows that the ADIT impact of the transfer has not harmed ratepayers but benefited 
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them” (emphasis omitted).  Despite a lack of “uncontroverted record evidence” to that effect, the 

Company attempts to demonstrate this by establishing the following premises.  First, “while the 

ADIT generated at Union Electric did not come to CIPS, ADIT started accumulating deferred 

income taxes all over again on CIPS’s books following the transfer” (AIC IB at 8), which is an 

undisputed point.  Next, the Company states (Id.) that after the restarted accumulation of 

deferred income taxes related to the Metro East plant, “the record shows that AIC’s books 

presently contain ‘roughly $4 million of accumulated deferred taxes in rate base,’ which more 

than triples the $1.3 million adjustment proposed by Staff and AG/CUB” (citing Tr. at 346 and 

AIC Ex. 31.0 at 18).  However, this $4 million calculation is not based on confirmed evidence, 

but pure speculation and erroneous calculations.  The portion of the hearing transcript cited 

shows that Company witness Ronald D. Stafford estimated that  

[$]17 million times 40% would be 8, 9 million of accumulated 

deferred taxes . . . I am estimating . . . within the test year we 

would be close to the midpoint of that peak, and so I’d estimate we 

would have roughly 4 million of accumulated deferred taxes in . . . 

rate base deduction in the 2014 test year. 

Mr. Stafford made two mistakes in his orally presented calculation. First, deferred income tax 

accumulates on an asset to the extent that the book depreciation is less than the tax depreciation.  

Mr. Stafford made no attempt to quantify the difference between tax and book depreciation for 

the Metro East plant; in fact, as he stated in the Company’s response to Staff DR MHE 12.02 

(AG Cross-Exhibit 6), “[t]he income tax records in account 282 were not maintained separately 

for the Metro East assets; therefore we could not separate the ADIT entries related to those 

assets.”  Mr. Stafford’s calculation that 40 percent deferred income tax would eventually 

accumulate on the $17 million plant value depends crucially on an assumption that book 

depreciation on the plant is zero, which is clearly not the case.   
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Second, $17 million (of plant value) times a 40 percent tax rate is actually $6.8 million, 

not $8 or $9 million.  Thus, the estimate offered by Mr. Stafford during cross-examination is 

unsupported and does not support the assertion that the new ADIT on AIC’s books exceeds the 

ADIT written off Union Electric’s” [capitalization omitted], as the Company asserts in a heading 

on page 8 of its Initial Brief.  We simply have no idea, based on available evidence, how much 

Metro East-related ADIT now is recorded to Account 282 of AIC.   

 Mr. Stafford described his confidence in his calculation in his surrebuttal testimony, 

where he said that “it is possible that the ADIT deduction is greater under AIC’s proposed 

treatment than it would be on Ameren Missouri’s books if the transfer had not taken place” (AIC 

Ex. 31.0, 17:356-359, emphasis added).  The calculations offered by the Company do nothing to 

establish that this possibility was, in fact, a reality.   

 The Company also complains in its Initial Brief at 9-10 about double counting of Metro 

East-related ADIT should AIC be “forc[ed] to recognize Union Electric’s ADIT as well as its 

own.”  To the extent that the stepped-up tax basis resulted in greater tax depreciation for CIPS, 

that is implicitly realized in the declining balance of the Account 190 deferred tax asset related to 

the stepped up basis of the transferred Metro assets.  That declining balance has been recognized 

in the adjustment being proposed by Staff and AG. 

In conclusion, the Company provided a series of unsupported, speculative assertions in its 

Initial Brief that should be rejected by the Commission.  What is known is that, absent the 

proposed adjustment of AG/CUB and Staff, the Company’s rate base is overstated. 

B. Pension/OPEB Expense 

In their Initial Brief, the People noted that the Company agreed to reflect the 

Pension/OPEB adjustments recommended by the People that reduce the Company’s forecasted 
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request for Pension and Other Post-Employment Benefits (OPEB) Expenses by approximately 

$3.9 million and reduce rate base by approximately $444,000.  AG IB at 14, 20; AIC Ex. 30.0 at 

4; AG/CUB Exhibit 2.2.  The People do not take a position on the Company’s proposed cost 

increases designed to correlate with the decrease in Pension/OPEB.  AG IB at 14, 20. 

C. Cash Working Capital – Pass-through Taxes Lead Days 

The Company states in its Initial Brief that “the single contested issue with respect to 

AIC’s cash working capital calculation is whether it should reflect the amount of time that AIC 

could hold certain pass-through taxes under the applicable statutory requirements, or the amount 

of time that AIC actually does hold the pass-through taxes before remittance.”  AIC IB at 11.  

This statement of the dispute reveals the Company’s intent to resurrect and re-litigate the old 

issue of whether or not a revenue collection lag should be assigned to the cash inflows associated 

with these taxes in defining when AIC can “hold” such taxes before remittance.  This issue has 

repeatedly been resolved in favor of the positions taken by Staff, the People, and CUB in all 

prior formula rate orders issued by the Commission.  AG/CUB Ex. 1.0, 40:941-951. 

Based on respective statutory deadlines for remitting pass-through taxes, as discussed in 

the People’s Initial Brief at 15-17, Staff and the People recommend that the expense lead for the 

Energy Assistance Charge (“EAC”) be set at 41.84 days, the expense lead for the Gas Use and 

Gas Revenue Tax (“Gas Tax”) be set at 29.79 days, and that the expense lead for the Municipal 

Utility Tax (“MUT”) be set at 45.63 days.
1
  Staff Ex. 11.0R, Sch. 11.01 (Rev.) RZ I, RZ II, RZ 

III; AG/CUB Ex. 5.0, 62-65.  The People thus recommend that the Company’s cash working 

capital amounts for its three rate zones be adjusted as shown on Line 22 on each of pages 7-9 of 

AG/CUB Ex. 5.1, subject to updating input expense amounts in the Commission’s Final Order.   

                                                 
1
 In its Initial Brief at page 11, the Company incorrectly states the joint Staff and AG/CUB proposal for Gas Tax 

expense lead as 41.84 days, and incorrectly states the joint Staff and AG/CUB proposal for MUT expense lead as 

48.54 days. 
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These recommendations are based on statutory payment due dates that are described in 

Mr. Brosch’s testimony. AG/CUB Ex. 1.0, 42:982-992.  They are not based on “theoretical” or 

“imputed” timing, as the Company alleges in its Initial Brief at 11.  In fact, these lead day values 

are the same expense lead days that are supported by the Company’s own workpaper WPB-8 

sponsored by Company witness Stafford for EAC, MUT and the Gas Tax.  AG Ex. 5.0 at 

62:1521-1528, 63:1556-1563, 65:1589-1592.  The Commission should reject AIC witness 

Heintz’ attempt to subtract a revenue collection lag for the otherwise applicable pass-through tax 

payment lead, so as to accomplish most of what was determined to be unreasonable in all four 

recent formula rate case orders, as more fully explained in Mr. Brosch’s Direct Testimony.  AG 

Ex. 1.0, 42:993-43:1023. 

The use of statutory guidelines for pass-through taxes is appropriate and has been utilized 

by the Commission in all recent electric formula rate cases.  AG Ex. 1.0, page 40, Figure 1.  If 

the Company elects to pay these taxes earlier than required by statute, ratepayers should not be 

penalized through higher cash working capital requirements.  For purposes of calculating 

payment leads for pass-through taxes, there is no basis to differentiate AIC’s gas business from 

its electric business, which was addressed by the Commission in recent formula rate cases, and 

Commonwealth Edison’s electric business, which was also addressed by the Commission in 

recent formula rate cases.  As Staff witness Kahle observed, the EAC filing instructions from the 

Illinois Department of Revenue are substantively identical for gas and electric utilities.  Staff Ex. 

11.0R, 9:163-170.  Both Staff witness Kahle and AG/CUB witness Brosch advocate consistent 

Commission treatment of pass-through taxes for the AIC gas business.  Staff Ex. 2.0, 9:187-

10:191; AG Ex. 5.0, 61:1509-1510. 
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The Commission has consistently found that no revenue lag should be applied to utility 

collections of pass-through taxes, and these findings would be undercut by Mr. Heintz’ efforts to 

reduce the payment lead for pass-through taxes so as to ‘net’ them against revenue collection lag 

days.  AG Ex. 5.0, 63:1550-1553.  The Commission should reject Mr. Heintz’ flawed 

redetermination of the payment leads for these taxes and instead adopt AIC witness Stafford’s 

unadulterated calculation of these payment lead days, as documented in the Company’s own 

WPB-8 workpaper.  See AG Ex. 5.14.   

Finally, it is unclear why a ratemaking adjustment would require AIC to change its pass-

through tax remittance practices, as Company witness Heintz suggested in rebuttal and 

surrebuttal testimony (AIC Ex. 25.0 at 8; AIC Ex. 39.0 at 4) and the Company alleged in its 

Initial Brief (AIC IB at 12).  Moreover, the Company has provided no evidence as to what, if 

any, “discussions with the taxing authorities” (AIC IB at 13) would be required to alter its 

payment of pass-through tax funds.  If the Company wishes to remit pass-through taxes later than 

it currently does, but still within statutory deadlines, it is unclear why taxing authorities would 

have any basis to initiate “discussions” with it.  The Commission should reject AIC’s requests to 

(i) continue adopting AIC’s preferred payment leads for the three pass-through taxes until AIC’s 

next gas rate case, and (ii) allow AIC to recover “reasonable and prudently incurred incremental 

costs associated with the modification of the current remittance practices” in AIC’s next gas rate 

case.  AIC IB at 13.  There is only one correct treatment of pass-through tax payment lead day 

values, and it is the method most recently found reasonable by the Commission in all recent 

electric formula rate orders, as advocated by Staff, the People, and CUB in this Docket. 
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III. OPERATING REVENUES AND EXPENSES 

A. Pension/OPEB Expense 

In their Initial Brief, the People noted that the Company agreed to reflect the 

Pension/OPEB adjustments recommended by the People that reduce the Company’s forecasted 

request for Pension and Other Post-Employment Benefits (OPEB) Expenses by approximately 

$3.9 million and reduce rate base by approximately $444,000.  AG IB at 14, 20; AIC Ex. 30.0 at 

4; AG/CUB Exhibit 2.2.  The People do not take a position on the Company’s proposed cost 

increases designed to correlate with the decrease in Pension/OPEB.  AG IB at 14, 20. 

B. Non-Union Wages 

 

C. Forecasted Labor Expenses 

The Company’s test-year labor expense forecast optimistically envisions 86 new 

employees above the staffing level at the time it filed this rate case in early 2013, but does not 

provide adequate documentation to support its need for the new hiring.  The Company states in 

its Initial Brief at page 22 that “AIC provided supporting documentation and analysis to 

adequately support its forecasted test year labor expenses, ” thus acknowledging that AIC bears 

the burden of proof for the substantially higher staffing and labor cost levels that it proposes for 

the forecasted test year.  However, while AIC asserts that it has met this burden in establishing 

that “[t]he gas-only employee positions included in the test year are essential personnel for AIC’s 

workforce that are needed to perform the specific gas activities planned in 2014 and future 

years” (Id.), nothing could be further from the truth, as discussed below. 

AIC admits that AG/CUB witness Brosch engaged in a “methodical and meticulous 

review” (Id.) to see if AIC could justify its proposed massive increases in staffing, and also that 

the information it provided regarding proposed staffing levels was not “nice and tidy.”  Id. at 23.  
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Mr. Brosch concluded from his meticulous review that the Company has failed to explain why 

the additional staff is needed and how these needs differ from the Company’s current level of 

operations.   Mr. Brosch noted that “this is precisely the type of information that has been 

requested repeatedly from the Company in AG data requests without success” and “[t]he 

Commission is asked to accept Mr. Colyer’s very general statements about significantly more 

work being needed and planned six months from now without any specification of what this 

incremental work is or why it cannot be adequately handled with the Company’s already 

expanded staffing.”  AG/CUB Ex. 5.0, 26:636-648. 

The Company states that the People’s proposed adjustment to test-year labor expense is 

“sizable” (AIC IB at 23).  In truth, both the People and AIC are proposing workforce levels that 

are much higher than Ameren’s actual current staffing levels.  This is revealed in AG/CUB Ex. 

5.0, page 24 in Figure 1: 

Figure 1: Summary of Actual and Proposed Staffing: 

  

The issue before the Commission is whether AIC has met its burden to show that 

ratepayers should pay for gas-only staffing at the Company’s forecasted 727 employee level or 
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the alternative AG/CUB forecasted staffing level of 684 positions, both of which greatly exceed 

the Company’s current levels of staffing.   

AIC states in its Initial Brief at 25 that AG/CUB witness Brosch is incorrect where he 

states in rebuttal testimony that the Company has not provided adequate supporting 

documentation for its proposed large increases in staffing.  However, the Company’s subsequent 

justifications in its Initial Brief reveal the paucity of quantitative analysis or support for the 

vastly expanded gas staffing levels proposed in the Company’s test-year forecast.  AIC is able to 

reference only its generalized narratives in Company witness Colyer’s testimony that “…AIC 

considers these positions essential to perform specific, targeted work activities in the test year 

and beyond” (AIC IB at 25) without ever detailing what these activities are and why 86 

incremental employees are each necessary to accomplish these new efforts.   

Mr. Brosch explained in his direct testimony that he was unable to find documentation 

for how AIC determined the number of employees to include in its forecast, stating, “AIC seems 

to be either unable or unwilling to provide supporting documentation indicating the basis or 

support for its Full Time Equivalent (“FTE”) inputs to the budget system.”  AG/CUB Ex. 1.0, 

17:367-373.  He listed and summarized his deliberate efforts through discovery channels to find 

support for AIC’s staffing projections, Id. at 17:374-19:446, and described how work 

requirements can be tracked and monitored to identify the adequacy of current staffing levels 

and/or the need for increased staffing, noting that, “…neither AIC’s direct evidence or its 

responses to data requests have yielded any useful information to evaluate or validate the 

proposed test year staffing additions.”  Id. at 19:447-20:463. 

After the People’s adjustment is applied to the test-year forecast, Mr. Brosch has included 

labor and benefit costs for 684 gas-only employees. (AG/CUB Ex. 1.3, page 1, column D, line 
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14, less 50% of line 15.)  In contrast, AIC has included in its asserted revenue requirement labor 

and benefit expenses for a total of 727 gas-only employees (AG/CUB Ex. 1.3, page 1, column D, 

line 13), which exceeds actual July 1, 2013 staffing of 664 by 63 positions or about 9.5 percent, 

based on values referenced in AIC Ex. 22.8 and page 25 of the Company’s IB.  AIC has failed to 

prove that its July 1, 2013 staffing of 664 positions is inadequate to provide safe and adequate 

gas utility service only six months later, at the beginning of the 2014 test year.  AIC has also 

failed to prove that the People’s forecasted staffing level of 684 gas only positions, an increase of 

about three percent over July 1 levels, would not be sufficient to provide safe and adequate 

service in 2014.  

There is no support in this record, beyond the very general discussions on page 8 of Mr. 

Colyer’s testimony that are paraphrased at page 26 of the Company’s Initial Brief as, “AIC has 

identified positions critical to serving its gas customers and performing planned work in 2014 to 

continue to provide safe, adequate and reliable service, improve system integrity and strengthen 

pipelines and facilities.”   No quantitative analysis is offered by AIC or Mr. Colyer.  No showing 

is made by AIC of essential work needed today that has been delayed due to inadequate present 

staffing levels.  Ameren has not demonstrated that its existing staff has been burdened with 

excessive overtime to keep up with work requirements.  AIC has provided none of the “statistical 

tracking of work volumes and backlog” described by Mr. Brosch and has not shown any data 

regarding incurred overtime or contractor charges for supplemental labor which could indicate a 

growing need to add staffing.  AG/CUB Ex. 1.0, 19:450-20:463.  Instead the Commission is 

asked to accept and trust AIC’s representations without documentation or analytical support. 

That the Company has actually hired to achieve staffing of 664 positions at July 1 is not 

proof that 727 gas-only employees are truly needed only six months later, at the beginning of the 
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2014 test year.  In fact, it would appear to prove just the opposite: that AIC management has 

concluded that safe and adequate service is being provided currently with only 664 filled 

positions.  Notably, the Company has provided no evidence of changing circumstances over the 

next six months to justify 9.5 percent more employees.  To state the obvious, if AIC decides to 

reduce targeting staffing below the 727 test-year level, or elects to leave unfilled any of those 

positions during the test year, ratepayers will be burdened with rates reflecting excessive labor 

and benefit costs for phantom forecasted employees that do not exist. 

The Company states at page 26 of its IB that “[t]he discovery responses and schedules 

submitted in the record . . . make evident the description of the need for the positions and the 

work that AIC would not be able to perform if the positions went unfilled.”  However, narrative 

descriptions of perceived need do not represent any proof of the reasonableness of staffing at 727 

positions.  The Company’s generalized discussions of “work that AIC would not be able to 

perform” have not been quantified or correlated with each new proposed position to show why 

AIC’s existing and expanded staffing at 664 positions or even the People’s proposed 684 

staffcount would be insufficient to meet such work requirements.  The Commission is asked to 

accept non-specific references to “supervisors responsible for inspection and oversight” or 

“journeymen or apprentices responsible for core functions” and to “engineers responsible for 

addressing risks to system integrity” (Id. at 26), which could support any staffing level AIC 

chose to include in its forecast, because these generalizations provide no insight into 

quantification of work that is planned or needed.  Company witness Colyer stated, for example, 

in his surrebuttal testimony (AIC Ex. 36.0 at 12) that 24 new apprentice positions listed in AIC 

Ex. 36.2 were needed “due to attrition” but failed to explain why fewer employees than the 

number of vacated positions could not do the planned work, or for that matter why more 
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apprentices than the 24 vacated positions were not needed.  As stated in the People’s initial brief, 

Mr. Colyer did not explain why six new construction supervisor positions, six new engineer 

positions, and three new records management positions were needed for proposed additional 

work, as opposed to fewer or more such hires.  The Company’s stubborn refusal to quantify the 

correlation between work and personnel should not be rewarded.  Mr. Brosch explained in 

rebuttal testimony that it is unreasonable to conclude that the Company will not be able to 

continuously improve upon system integrity without filling all forecasted 727 positions, because 

the 684 staffing level contemplated after the People’s adjustment represents “incremental 

funding above historical levels that will be available to help the company address identified 

integrity risks and implement continuous improvements.”  AG/CUB Ex. 5.0 28:694-705. 

In contrast to AIC’s statement at page 27 of its Initial Brief that “[t]he Commission 

should find the substantial weight of the evidence opposes AG/CUB’s adjustment,” the 

substantial absence of any supporting quantitative analysis and support for AIC’s forecasted 

staffing levels of 727 positions argues for allowing only the 684 positions provided for after the 

AG/CUB adjustment.  The most convincing evidence on this point is not disputed.  Mr. Brosch 

testified that there is no indication that AIC’s existing levels of staffing, prior to adding 86 

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

compliance issues.  AG/CUB Ex. 1.0, 20:464-475.  On this point, the Company’s Initial Brief, at 

25, asserts only that “…although AIC is providing safe, adequate and reliable gas service at this 

time, staffing levels will not be sufficient to perform the additional work planned in 2014, 

without the incremental positions AIC plans to add.”  The Commission is left to imagine the 

details of what “additional work planned in 2014” may actually be essential and how we can ever 
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know without specification and measurement of such work how many new employees are 

actually needed. 

Mr. Brosch described, at AG/CUB Ex. 1.0 at 5, the forecasting bias faced by utility 

management in preparing an expense forecast that will be used to determine rate levels, which 

bias is confirmed by the National Regulatory Research Institute report contained in AG/CUB Ex. 

5.06.  In light of this bias, the Commission should be very careful to seek detailed, supporting 

measurement and analytical support for vastly expanded staffing in a utility’s test-year forecast.  

In the absence of such support, the People’s proposed alternative level should be adopted.   

Startlingly, the Company argues at page 27 of its Initial Brief that “there were no material 

deficiencies in the information AIC provided in support of the forecast and its test year expenses. 

The direct filing complied with ICC filing requirements for future test years and identified the 

primary causes of the rate increase.”  But the ICC filing requirements are not intended to 

substitute for workpaper documentation supportive of test year forecasts.  If they were intended 

to be adequate, no discovery would have been necessary to understand how forecast amounts 

were developed.  No party has alleged non-compliance with ICC filing requirements.  However, 

both the AG/CUB witness, Mr. Brosch, and ICC Staff have indicated a need for detailed forecast 

workpapers from AIC.  As indicated in the AG’s Initial Brief at 23-24, Staff witness Kahle stated 

during cross-examination that he “could tell from the back and forth with data requests that [Mr. 

Brosch] was having a difficult time accumulating information he desired” (Tr. at 425:8-10) and 

that the information provided by AIC to Mr. Brosch during discovery “wasn’t tied up like you 

might expect a CPA’s work papers” (Tr. at 424:6-7). 

The Company offers as a justification for its supposed increased hiring needs that “AIC 

witness Mr. Nelson’s direct testimony identified gas distribution, transmission and storage 
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expenses as a driver of the rate increase.  . . . AIC witness Mr. Colyer’s direct testimony 

provided a bulleted list of incremental expenses producing the increase in gas distribution, 

transmission and storage O&M cost.”  AIC IB at 27.  However, it is essential that utilities be able 

to support all elements of this forecast, not just the selected items in a bulleted list that explain in 

narrative form why expenses are going up.  Important questions can arise from each forecast 

input selected by AIC personnel, and the Company has the burden to explain and defend each 

input.  Without workpapers that capture the source data and assumptions at the time of forecast 

development, the utility is unable to provide needed forecast support. 

Citing surrebuttal testimony of Company witness Michael Getz, the Company states at 

page 28 of its Initial Brief that in contrast to an older spreadsheet-based system of documenting 

budgeted costs, “[t]he central UIP system now grants multiple users the ability to update forecast 

information and retain the data for variance and financial reporting.”  But AIC’s internal use of 

this software system should not disadvantage AG/CUB and Staff in seeking supporting data for 

forecast inputs and should not allow the Company to avoid production of supporting data in rate 

cases.  AG/CUB witness Brosch was not demanding Excel files or the creation of elaborate 

documents that would not otherwise exist.  Instead what was proposed is as discussed supra at 

page 3 of this AG Reply Brief:  

that the Commission direct AIC to retain complete copies of all 

forecast calculations and documentation that are relied upon to 

support each individually material cost and headcount input to its 

test year forecast and make such available information 

immediately available for review in each future rate case that 

employs a forecasted test year.  This proposal would not require 

the “creation” of any incremental workpapers for forecast input 

values that are based entirely upon subjective judgments by 

Company personnel.  Instead, these undocumented input values 

can simply be marked “judgment” in the workpapers and, if such 

amounts are material and/or questionable in amounts, the more 

“narrowly tailored” data requests referred to in Mr. Colyer’s 
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rebuttal testimony could be submitted to test the reasonableness of 

such values.   

AG/CUB Ex. 5.0, 22:543-553. 

The Company claims at page 30 of its Initial Brief that “the discovery process . . .  

although at times laborious—succeeded in compiling “workpapers” that recorded the various 

assumptions and inputs behind the incremental test year staffing positions.”  However, the 

discovery effort was much more laborious than necessary, and the absence of contemporaneous 

workpapers for the Company’s forecast complicated this effort, to the disadvantage of AG/CUB.  

Mr. Brosch noted in rebuttal testimony that  

[t]he AG’s analysis of the Company’s forecast could and probably 

should have been much more focused upon other specific forecast 

elements, instead of the relatively few forecast issues that were 

presented in AG/CUB Exhibit 1.3 at page 1 (labor adjustment) and 

page 2 (non-labor adjustment) where some data was presented by 

AIC for review and analysis.  The Commission will never know 

[to] what extent other AIC forecast inputs should have been 

investigated in more detail, in the absence of timely provision of 

forecast workpapers to provide insight into how the forecast input 

values were developed. 

AG/CUB Ex. 5.0, 21:491-498. 

The Commission should not excuse AIC from the responsibility to retain supporting 

documentation for its entire rate case forecast, as proposed by AG/CUB witness Brosch and the 

ICC Staff.  The Company should not be allowed to prejudge with a restrictive listing “the 

significant information Staff and Intervenors likely will want to review,” information which AIC 

purported to identify at page 31 of its Initial Brief where it stated a commitment, repeated from 

AIC Ex. 32.0, page 8, to include certain projections and forecast workpapers in future rate cases.  

In future rate cases, the Commission should require the Company to retain documentation for its 

entire rate case forecast and make such information available for review, as proposed by 
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AG/CUB witness Brosch and Staff witness Kahle.  Anything more restrictive invites abuse and 

controversy. 

D. Forecasted Non-Labor Expenses 

The People, in their Initial Brief, demonstrated that the Company seeks recovery for 

significantly higher test year O&M expenses than historically achieved.  Based on the testimony 

of AG/CUB witness Mr. Brosch, the People further demonstrated that most of the Company’s 

test year forecast was not supported by any workpaper documentation, greatly limiting the ability 

to review the basis for the test year forecast.  AG Initial Brief at 27.  In a few limited 

circumstances, the Company did provide enough data to allow Mr. Brosch to identify potential 

overstatements of projected costs in the test year.  Based on Mr. Brosch’s analysis, the People 

recommend an overall reduction to the Company’s non-labor forecast of almost $1.65 million.  

AG IB at 27; AG/CUB Ex. 1.0 at 22, AG/CUB Ex. 5.1, page 2.  The responses to the Company’s 

position on these individual adjustments are discussed in greater detail below. 

Distribution Leak Repairs - DIMP 

The People demonstrated the fairness of their proposed revised forecast amount of 

$1,012,500 for Distribution Leak Repairs in their Initial Brief.  AG IB at 27-28.  This proposal 

still represents a significant increase above the Company’s historical spending in this area – 

which in the past has been zero.  AG IB at 27; AG/CUB Ex. 5.0, page 1, line 2.  The Company 

acknowledges that the People’s estimate will allow it to address additional future added leaks.  

AIC IB at 35.  However, the Company incorrectly claims that the People’s proposed amount of 

incremental funding is insufficient.  AIC IB at 34-35.  Rather, the People recommended a 

reasonable level of 400 incremental repairs per year – above and beyond what the Company has 

historically conducted.  AG IB at 27.  Nonetheless, the Company suggests that 400 incremental 
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repairs will not reduce the backlog of leaks that already that will remain unrepaired at the end of 

2013.  AIC IB at 35.   

The Company’s assertion that it must catch up with its backlogs is unsupported by the 

data in this docket.  The People fairly adopted a forecast amount falling in the mid-point of 

AIC’s targeted incremental leak repair volumes as well as the Company’s estimated cost per 

repair.  AG IB at 28.  Throughout this docket, the People have agreed that the leak identification 

and repair volumes indicate the need for more spending on leak repair contractors.  See AG/CUB 

Ex. 5.0, Figure 2.  However, the challenges and uncertainties involved in predicting future new 

leak volumes argues for adopting the mid-point of the Company’s estimates, as the People have 

recommended.  AG IB at 27; AG/CUB Ex. 5.0 at 35.  The inherent uncertainties in crafting these 

projections certainly do not translate into a sudden and urgent need to adopt the Company’s 

worst case scenario “high end” projections.  See AIC IB at 35.  Rather, given the reasonableness 

of the People’s modest adjustment to the Company’s proposed forecast and given the forecasting 

bias faced by AIC management as described by Mr. Brosch and in the NRRI report, the People 

urge the Commission to adopt the recommendation of the People.  AG/CUB Ex. 5.0 at 16-17; 

AG/CUB Ex. 5.5. 

High Pressure Distribution Right-of-Way (HPD ROW) 

In their Initial Brief, the People presented a reasonable recommendation seeking to 

moderate the Company’s potentially overstated forecast for expenses related to high pressure 

distribution right of way (HPD ROW) clearing for leak survey inspections and DIMP programs.  

AG IB at 28-29; AG/CUB Ex. 5.1 at p. 2, line 4.  In the most recent past years (2011 and 2012), 

the Company spent no more than $170,000 on this activity.  AG IB at 28.  The Company claims 

that it will spend $1,200,000 in 2014 on HPD ROW clearing.  AIC IB at 35.  This number is not 
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only out of line with historical spending, but it exposes ratepayers to paying for an activity that 

will not likely be completed.  AG IB at 28.  Therefore, the People proposed a reasonable 

allowance of $600,000 for this incremental new activity.  AG IB at 28. 

Despite the reasonableness of this proposal, the Company protests that the People 

“arbitrarily” arrived at their projected level of funding, that the People’s proposal results in an 

“inaccurate forecast,” and will unnecessarily extend its ten-year clearing plan to 20 years or 

longer.  AIC IB at 36.  Quite simply, the record evidence in this docket demonstrates that there is 

nothing arbitrary about the People’s proposed forecasted amount for HPD ROW clearing.  It is 

based upon an allowance of $600,000 for this incremental new activity, as described in Mr. 

Brosch’s testimony, assuming that,  

When AIC mobilizes contractors to systematically commence HPD clearing at a 

rate of 75 miles of wooded ROW per year, over each of the next ten years, the 

Company should be positioned to negotiate favorable rates from vendors. With 

this in mind, I have included an estimated per mile cost of $5,000 per mile to 

escalate 2010 actual incurred costs for inflation and recommend Commission 

approval of $375,000 in place of the $975,000 proposed by AIC for this element 

of its non-labor expenses. 

 

AG/CUB Ex. 5.0, 38:948-956.   

Despite this, the Company argues that AG/CUB witness Mr. Brosch’s reliance upon the 

Company’s own 2010 data is an unfair representation.  AIC IB at 36-37.  The Company claims 

that in that 2010, clearing of transmission lines was nearly complete and workers encountered 

fewer wooded areas per mile.  AIC IB at 36.  Therefore, the Company pushes for the 

Commission to consider the 2007, 2008, and 2009 transmission line data as being more 

representative of actual clearing costs.  AIC IB at 36.  The reliance upon 2010 data by Mr. 

Brosch is proper, as this is the most recent available data for a year when more than 25 miles of 

HPD ROW clearing of wooded areas occurred.  AIC’s insistence upon including 2009 data when 
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only about 10 miles of clearing occurred tends to overstate costs per mile and is likely to not be 

indicative of unit costs when much higher volumes of work (75 miles per year) are assumed to 

be undertaken.  

Mr. Brosch explained the forecasting bias faced by utility management in preparing an 

expense forecast that will be used to determine rate levels and this bias is confirmed by the NRRI 

study cited by Mr. Brosch.  AG/CUB Ex. 5.0 at 17-18; AG/CUB Ex. 5.5.  When the Company 

does commence its newly expanded HPD ROW clearing effort, scheduled to start in the 2014 

test year, the uncertainties regarding clearing conditions and unit costs argues for Commission 

approval of the more conservative estimated cost levels proposed by AG/CUB.  The Commission 

will have an opportunity to review progress and unit costs actually incurred by AIC in future rate 

cases to verify the Company’s commitment to actually commence this work and spend at 

targeted levels.  Therefore, the People urge the Commission to adopt the proposed funding of 

$600,000 for ROW clearing as presented in the People’s Initial Brief. 

Sewer Cross Bores Inspections 

In their Initial Brief, the People propose a modest $50,000 reduction to the Company’s 

forecasted expense increases for Sewer Cross Bore inspection work.  AG IB at 30; AG/CUB 

Exhibit 5.1 at page 2, line 5.  This allowance will allow AIC to comply with safety regulations 

and address any threats that cross bores represent to the integrity of its gas distribution system – 

a threat that it has been aware of for several years now.  AG IB at 30.  The Company contends, 

however, that its proposed costs for sewer cross bores inspections is reasonable given the 

historical costs associated with this project and its projections to increase the scope of the 

project.  AIC IB at 37.  In so arguing, the Company again claims that the People’s proposed 
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funding is “arbitrary” and would not support the number of inspections planned for the test year.  

AIC IB at 37.   

First and foremost, the People’s adjustment to the Company’s proposed level of funding 

is not arbitrary.  Rather, it is based upon the Company’s own estimate of 2000 services being 

inspected at an estimated unit cost of $250 per service.  AG witness Mr. Brosch explained that he 

“accepted AIC’s estimated unit cost of $250 per inspection, but used the lower end of the range 

of the Company’s planned inspections of 2,000 per year.”  AG/CUB Ex. 5.0, 39:980-40:985.  

Secondly, Mr. Brosch further explained that there is a forecasting bias that utility management 

faces in preparing an expense forecast that will be used to determine rate levels.  AG/CUB Ex. 

5.0 at 17-18.  This bias is confirmed by the NRRI study documentation contained in AG/CUB 

Ex. 5.5.  The Commission will have an opportunity to review progress and unit costs actually 

incurred by AIC for sewer cross bore inspections in future rate cases to verify the Company’s 

commitment to actually undertake this work and spend at targeted levels.  Therefore, the People 

urge the Commission to adopt the People’s proposed level of funding for this project. 

Watch and Protect Damage Prevention 

The People, in their Initial Brief, propose a smaller expense increase to the Watch and 

Protect program, reducing the Company’s forecast by $250,000.  AG IB at 30.  The People’s 

proposed level of spending is more consistent with the Company’s historical expenses and costs 

associated with the program than the Company’s forecast.  AG IB at 30; AG/CUB Ex. 5.1, p. 2, 

line 6.  The Company, however, again claims that the People’s unit costs are arbitrary and 

suggests that certain of the contractor costs incurred in 2013 support its version of the forecasted 

costs.   
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As with other Non-Labor Expense adjustments, there is nothing arbitrary about the 

People’s adjustment to the Company’s proposed level of spending.  The People’s adjustment is 

rooted in both the record evidence and the Company’s own data.  As Mr. Brosch testified, the 

AG/CUB Adjustment includes full recovery of the costs for eight full time AIC employees to 

administer the costs of the program and also includes an additional amount to support this effort 

with contractor resources in 2014.  AG/CUB Ex. 5.0 at 41.  The Company’s dispute with regard 

to this program is how to best estimate what AIC may spend on contractor support in 2014.  

AG/CUB Ex. 5.0 at 41.  Mr. Brosch explained that the lower unit cost of $100 per stand-by 

transaction he used to arrive at his adjustment,  

…is more consistent with the Company’s confidential response to data request 

AG 16.08, part (d), that is included in Ameren Exhibit 22.7 (Rev) at page 19 of 

23.  That same document indicates an assumed large increase in unit costs per 

stand-by in part (e) that is not consistent with historical spending and has not been 

supported or justified by the Company. 

 

AG/CUB Ex. 5.0 at 40.  Mr. Brosch further corroborated his expense estimate by noting that, 

“AIC’s response to data request AG 20.21 appears to indicate that actual Watch and Protect 

stand-by contractor charges totaled $353,927 in 2012.  The amount recommended after the 

AG/CUB proposed adjustment exceeds this 2012 actual amount by about 13 percent.”  AG/CUB 

Ex. 5.0 at 41.  

As noted in the above sections, Mr. Brosch also explained the forecasting bias faced by 

utility management in preparing an expense forecast that will be used to determine rate levels.  

AG/CUB Ex. 5.0 at 17-18.  This bias is confirmed by NRRI study documentation contained in 

AG/CUB Ex. 5.5.  The Commission will have an opportunity to review progress and unit costs 

actually incurred by AIC for the Watch and Protect Program in future rate cases to verify the 

Company’s commitment to actually undertake this work and spend at targeted levels.  Therefore, 
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the People urge the Commission to adopt the People’s well-supported adjustment to the 

Company’s forecasted level of spending. 

Corrosion Control Painting 

The People proposed a reasonable reduction to the Company’s projected Corrosion 

Control Painting expenses – an amount that is still well above the Company’s historical 

expenditures and will allow for expansion of the program.  AG IB at 31.  Nonetheless, the 

Company persists in complaining that the People’s projected expense level will not allow it to 

erase a backlog or expand the program.  AIC IB at 39.  In presenting its argument, the Company 

admits that it proposes and has assumed more expansive contractor painting work in 2014 to 

address a backlog of work that should have been done in prior years.  AIC IB at 39.  The mere 

existence of this admitted backlog is an indication that the Company views this painting work to 

be discretionary and readily deferred when other financial priorities take precedence.
2
  The 

People’s proposed 2014 test year allowance for this discretionary painting work exceeds the 

Company’s own level of historical actual expense.  The Company has done nothing to justify its 

much larger catch-up allowance of $1,000,000 for painting and may elect to not spend this 

amount if other actual 2014 financial priorities again move ahead of painting in management’s 

discretion. 

The Company also complains that reducing the forecast will increase the backlog.  AIC 

IB at 39.  The People simply note that if AIC believed its own statement that reducing painting in 

the short term would “result in a cycle where repainting may not occur until corrosion has 

already begun” then it would not have allowed the admitted backlog to occur for financial 

reasons.  As Mr. Brosch observed,  

                                                 
2
  See AG/CUB Ex. 5.1, page 2 at line 7 indicates how this backlog has contributed to historical contract 

painting work of $296,446 in 2011 and $684,086 in 2012.   
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[o]nly a reasonable and representative level of required painting expense should 

be included in test year expenses for 2014.  If there is a back log of essential 

painting work at the present time, the Company could (and probably should) elect 

to accelerate spending in 2013 rather than stacking up additional forecasted costs 

in the test year.  It is not reasonable to increase test year forecasted expenses to 

make up for deficiencies in prior years.   

 

AG/CUB Ex. 5.0, 43:1079-1084.  In summation, the People’s revised forecast for painting still 

greatly exceeds AIC actual historical level of painting in all recent years and does not burden 

ratepayers with costs for such painting that the Company has admitted is due in part to a back log 

of facilities needing painting.  AG/CUB Ex. 5.0, 44:1096-1102.  Therefore, the Commission 

should adopt the People’s recommendation on Corrosion Control Painting. 

 

 

JULIE Locate Requests 

The People presented a reasonable and modest reduction to the Company’s JULIE Locate 

Requests.  The Company continues to dispute this adjustment, claiming that there is a “potential” 

that contractor costs could escalate in 2014 or 2015.  AIC IB at 41.  The People urge the 

Commission to not burden ratepayers with the “potential” that an expense may rise in a given 

year, particularly where the Company has not justified that potential rise or the additional 

expenses. 

The Company essentially asks the Commission to approve a forecasted amount that even 

the Company cannot support through its own workpapers.  The People’s adjustment accepts all 

of the Company assumptions and input data contained in its workpapers and includes precisely 

the amount calculated by AIC to develop the test year forecast.
3
  The Commission should not 

                                                 
3
 As noted by Mr. Brosch, the Company appears to have rounded up from its own calculations and, in the 

response to AG 20.25(d) indicated that the test year forecast of $3.1 million “was an estimated cost”.  AG Ex. 5.0 at 

46.  The Company’s own, more detailed calculations in this response support a test year gas expense amount of 
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approve AIC’s clearly overstated estimate that is not supported by the Company’s own 

workpapers just in case the Company failed to fully forecast some other costs that could be 

higher.  The same logic in reverse would justify rounding down other elements of test year 

expense where the future is uncertain and actual costs could be lower than estimated. 

Mr. Brosch explained the forecasting bias faced by utility management in preparing an 

expense forecast that will be used to determine rate levels (AG/CUB Ex. 5.0 at 17-18; AG/CUB 

Ex. 5.5) and this bias is confirmed by NRRI study documentation contained in AG/CUB Ex. 5.5.  

Given this bias, it is more likely that AIC has overstated its forecasted expenses than understated 

them, as was the case when actual 2012 expenses came in significantly lower than the 

Commission approved forecast for the 2012 test year.  AG/CUB Ex. 5.0 at 17-18.  Given the 

above, and the argument presented in the People’s IB, the People urge the Commission to adopt 

their reasonable proposed level of spending for this issue. 

 

E. Rate Case Expense 

The People continue to support the position of Commission Staff on the issue of rate case 

expense. 

F. Charitable Contributions 

As noted in the People’s Initial Brief, the Company proposes recovery for a forecasted 

amount of charitable contributions that represents a staggering 124% increase above the 

Company’s actual 2011 spending and a 40% increase above its actual 2012 contributions.  AG 

IB at 33.  The People countered the Company’s unjustified increases with a well-reasoned and 

realistic recommendation that allows for recovery of 2014 charitable contributions at a level no 

                                                                                                                                                             
$2.94 million, which is the amount included for the test year after the AG/CUB $160,000 downward adjustment is 

applied to the Company’s “estimated cost” that is not supported by AIC’s workpapers.  Id. 
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higher than an inflation-escalated amount based on the Company’s actual historical spending on 

contributions.  AG IB at 33.  The People’s proposal, rooted in the Company’s own numbers, 

directly counters the Company’s suggestions that its proposal is the “only” one that is 

representative of its planned contributions for the test year.  AIC IB at 44.  As demonstrated in 

greater detail in the People’s Initial Brief and in Mr. Brosch’s testimony
4
, these are not “cherry-

picked” numbers as the Company protests.  AIC IB at 44.  The People started by incorporating 

the Company’s own expenditures from 2011 and 2012 and then adjusted for inflation.  AG IB at 

35; AG/CUB Ex. 1.0 at 33.  It is confounding that the Company claims that the People’s 

numbers are not representative of its planned spending when Mr. Brosch proposed the 

adjustments based on the numbers that the Company once viewed as reasonable expenditures. 

The Company further criticizes the People’s proposed level of funding noting that “[t]his 

is a rate proceeding to recover AIC’s future forecasted costs, not its prior historical costs, 

adjusted for inflation.”  AIC IB at 50.  While the Company may be correct about the nature of 

the proceeding, the fact remains that Company has done nothing to justify its proposed level of 

spending.  The Company simply chooses not to address this shortfall.  See AIC IB at 49-50.  In 

fact, the Company attempts to place the burden of proof on the People for defending the use of 

the Company’s own historical data.  AIC IB at 50.  The People not only do not have the burden 

on this issue, they have  proposed rate recovery for charitable contributions at a level that 

represents very generous full recovery of what the Company historically decided was an 

adequate level of charitable contributions for 2012.  AG IB at 34.  The amounts relied on by AG 

witness Mr. Brosch are the amounts actually spent by management in its discretion in 2012.  AG 

IB at 34; AG/CUB Ex. 5.0 at 49.  As demonstrated in greater detail in the People’s Initial Brief, 

the Company proposes an increase of 124 percent above actual 2011 spending and an increase of 

                                                 
4
 AG IB at 35; AG/CUB Ex. 1.0 at 33. 
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40 percent above actual 2012 contributions.  AG IB at 33-34; AG/CUB Ex. 1.0 at 32.  As the 

record clearly demonstrates, the Company has made no showing that its actual contributions that 

were deemed adequate by management in recent years cannot be continued.  Therefore, the 

People urge the Commission to adopt its proposed level of funding for charitable contributions. 

G. Forecasted Advertising Expenses 

The People presented an adjustment for forecasted advertising expenses following the 

same analysis that the Commission applied in the most recent order.  AG IB at 39; ICC Docket 

No. 12-0293, Final Order (December 5, 2012) at 63, 65, 69.  The Company, however, protests 

that the People’s projected level of spending does not reflect the Company’s anticipated level of 

spending.  AIC IB at 51.  Contrary to the Company’s protests, the People’s proposed level of 

spending is more reasonable and realistically rooted than the Company’s projections.  As 

discussed in greater detail in the People’s Initial Brief, the People estimated the appropriate 

adjustment to forecasted test year expenses based upon the proportion of expenses recently 

disallowed by the Commission in the 2011 formula rate year when actual advertising costs and 

content were available for review.  AG IB at 39-40.  The projected spending level presented by 

the People in their Initial Brief adopted the Commission’s past analysis as the best available 

proxy in the absence of details from the Company as to their planned advertising activities.  AG 

IB at 40; AG/CUB Ex. 1.3 at page 6; AG/CUB Ex. 1.0 at 36. 

The Company suggests, however, that it provided enough information about its planned 

spending and that the People’s proposal fails to give weight to those activities.  As discussed 

above, the People’s approach is valid because it follows the same analysis that the Commission 

performed in Docket No. 12-0293, which reviewed actual detailed advertising activities and 
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costs from 2011.
5
  The People also demonstrated in their Initial Brief that the Company failed to 

provide itemization.  AG IB at 40.  The Company nonetheless claims that it provided a bulleted 

list in AIC witness Mr. Kennedy’s rebuttal that should serve as a sufficient proxy.  AIC IB at 54-

55.  The People, on the other hand, note that a bullet listing of advertising that the Company 

“plans to execute in 2014” as noted in Mr. Kennedy’s rebuttal testimony is not an itemization of 

actual advertising copy and costs sufficient for detailed review and analysis.  AIC IB at 54-55; 

AIC Ex. 21.0R at 35-36.  However, if the Commission were to rely upon Mr. Kennedy’s bullet-

points of planned 2014 advertising activities, it would find that the Company has justified no 

more than $806,000 of gas Information Advertising.
6
  This results in a requested amount less 

than the People’s recommended level of spending for advertising expense, thus, further 

demonstrating the reasonableness of the People’s adjustment.  AG IB at 40; AG/CUB Ex. 1.3 at 

page 6.  Therefore, the Commission should adopt the People’s modest adjustment to the 

Company’s proposed forecasted advertising expenses. 

H. Sponsorship Expenses 

The People presented a well-reasoned recovery for forecasted sponsorship expenses 

based on an adjustment prepared by AG/CUB witness Mr. Brosch, who based his analysis on the 

same evaluation performed by the Commission in Docket No. 12-0293.  AG IB at 41.  The 

Company, however, attacks Mr. Brosch’s reliance upon a Commission-sanctioned approach by 

complaining that the analysis ignores recent data, does not take into account removal of tangible 

benefits, and did not address items removed in 12-0293 that were lacking evidentiary support. 

                                                 
5
 AIC witness Kennedy indicated 2011 expenses were representative because 2011 represents “the most 

recent calendar year for which AIC has a full year of actual data at the time of this filing.”  AIC Ex. 6.0 at 18..   
6
 Sum of $100,000, $75,000, $335,000, $100,000, $73,000, $50,000 and $73,000 listed by Mr. Kennedy.  

AIC Ex. 21.09R at 27 
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First and foremost, the Company’s complaints ignore the People’s primary position that 

the Company failed to justify the level of proposed expenses and failed to include any 

itemization within its 2014 test year sponsorship forecast that will be funded next year.  See AG 

IB at 41.  In the absence of any detailed itemization of sponsorship costs that may be incurred by 

AIC in the forecasted test year, the best available sponsorship information is the data that was 

most recently reviewed and addressed by the Commission in the Final Order addressing 

sponsorship costs in Docket No. 12-0293.  AG IB at 41-42; AG/CUB Ex. 5.0 at 55.  That AIC 

prefers to rely upon, analyze and self-disallow from its actual sponsorships in 2012 is not 

helpful, because these costs have not been ruled upon by the commission and remain disputed in 

Docket No. 13-0301.  AG/CUB Ex. 5.0 at 54-55.  AIC has not demonstrated that the 

sponsorships it may ultimately choose to fund in 2014 will be any more recoverable than the 

organizations funded by AIC in 2011 that were allowable after both the Company’s self-

disallowances and upon further analysis by the Commission in Docket No. 12-0293.  AG/CUB 

Ex. 5.1, page 5. 

As to the Company’s specific complaints against Mr. Brosch’s analysis, the People note 

that the 2014 test year is a forecast.  Unless AIC prepares its forecast in an itemized fashion, 

which it did not, it is impossible to analyze any detailed spending for the forecast.  As the People 

have noted, there is no “documented support” for the forecast.  Any historical period that is 

chosen and then analyzed can serve only as a proxy for what might actually be spent in 2014.  

Because of this, Mr. Brosch chose to use the best proxy: the last available Commission analysis 

and conclusion regarding how much sponsorship spending should be charged to ratepayers.  AG 

Ex. 5.0 at 55.  Next, as to the Company’s lengthy argument that the People’s analysis does not 

account for the Commission’s rejection of the recommended disallowance of certain charitable 
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expenses in the People’s Gas/North Shore rate case, the People respond that this situation has 

nothing to do with the types of organizations or events that AIC elects to sponsor.  AG IB at 58.  

Regarding the analysis that AIC has conducted and the levels of “self-disallowance” (AIC IB at 

60), the People simply note that the Company’s analysis nonetheless supported a higher level of 

sponsorship recovery in Docket 12-0293 than was ultimately approved.  This is precisely why 

the People used the Commission analysis from Docket 12-0293 as as the best proxy.  Given the 

above, as well as the arguments presented in their Initial Brief, the People urge the Commission 

to adopt their proposed level of funding for sponsorship expense. 

I. Software Rental Revenues 

In rebuttal testimony and in their initial brief, the People recommended an adjustment to 

test-year software revenue requirement of $451,631.  AG/CUB Ex. 5.0, 47-48.  AIC claims in its 

Initial Brief at 75 that  this amount is derived from allocating 13.53% (the share of the software 

system intended to be borne by Ameren Missouri, per the Company’s response to DR AG 18.09) 

of the software expenses of $3.338 million for the 2014 test year to Ameren Missouri.  This is 

not an accurate characterization of the People’s adjustment.  The People’s adjustment does not 

consider only the “expenses” arising from the new EAM/MWM software systems, but instead 

includes the entire test-year revenue requirement being asserted for recovery by AIC as a result 

of test-year inclusion of EAM/MWM system costs.  AG/CUB Ex. 5.0, 48:1177-1185.  Staff 

recommended a smaller adjustment of $358,000 based solely on the portion of the amortization 

expense for the EAM and MWM software systems included in the 2014 test year.  Staff Ex. 13.0, 

Sch. 13.01.   

In its Initial Brief at 75-76, AIC states that  

[i]n an effort to reduce the number of issues for consideration, AIC 

has agreed to support Staff’s approach of a $358,000 adjustment to 
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operating expense.  This approach appropriately considers the fact 

that less than 50% of the expenses for the software will be incurred 

in the test year, and recognizes that imputation of rental revenue 

received in 2015 would be improper. 

However, AIC should not be allowed to opportunistically adopt the revised Staff 

adjustment, when the People’s revised adjustment more accurately reflects and accounts for the 

Ameren Missouri share of the EAM/WMW costs included by AIC in the test year.  There is, in 

fact, nothing improper about allocating 13.53% of test-year expenditure for the software systems 

to Ameren Missouri.  As Mr. Brosch noted in his rebuttal at AG/CUB Ex. 5.0, page 48: 

In an effort to better match test year cost levels for these new 

software systems with the support expected to be received from 

Ameren Missouri, I propose to withdraw the rental revenue 

imputation adjustment presented in my direct testimony and 

replace it with a cost allocation adjustment that recognizes 

Ameren’s plan for the Missouri business to support 13.53 percent 

of the overall cost of these systems.  The Company’s response to 

data request AG 18.09 supports this 13.53 percent allocation to 

Ameren Missouri and indicates that $3.338 million is the 2014 test 

year revenue requirement being proposed for recovery by AIC as a 

result of the test year inclusion of EAM/MWM system costs. The 

calculation of my replacement adjustment appears at AG/CUB 

Exhibit 5.1, page 3, where I propose to allocate 13.53% of the 

$3.338 million of system costs to Ameren Missouri as imputed 

rental income support for such costs. I have included a copy of the 

AIC response to data request AG 18.09 within AG/CUB Exhibit 

5.13. 

The more detailed adjustment proposed by Mr. Brosch in AG/CUB Ex. 5.1, page 3 is 

based entirely upon information provided by AIC in AG/CUB Ex. 5.13 and is the only 

adjustment that ties test-year revenue requirements arising from AIC’s new EAM/MWM system 

with the proper level of offsetting support from Ameren Missouri for its share of such costs.  The 

Company’s Initial Brief does not dispute any of this information.  Staff’s smaller proposed 

adjustment does not capture all elements of the EAM/MWM software system revenue 

requirement being asserted by AIC and should be rejected in favor of the AG/CUB adjustment. 
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J. Recommended Operating Income/Revenue Requirement 

As shown in AG/CUB Exhibit 6.1, the People recommend that the Company’s proposed 

rate increase be reduced by $4.092 million, allocated among the three rate zones as shown on 

that Exhibit.  The Company calls its own test-year forecast “reasonable” (AIC IB at 71) and 

argues at page 72 that AG/CUB witness David J. Effron “cherry pick[ed]” certain revenue 

categories in his analysis.  However, as discussed below, Mr. Effron’s analysis of operating 

revenues was both comprehensive and correct. 

The Company’s main criticism of the adjustment to revenues proposed by the People is 

that it does not take proper account of Commercial customers switching between transportation 

service and system service: 

Ms. Althoff explains that a Commercial customer's election to 

switch to transport service from system gas (and vice versa) can 

have an impact on the revenues in both the Commercial and 

Transportation financial reporting categories. . . . This is 

significant because Mr. Effron's analysis only expressly captures 

the effect of switching on Transportation revenues, but not the 

Commercial revenues. 

AIC IB at 72. 

However, this point fails to show any flaw in Mr. Effron’s analysis, because the 

Company has completely failed to demonstrate that there are any significant commercial 

transportation revenues or that there has been any switching of commercial customers between 

transportation service and system service.  Thus, there is no evidence that “it might look like one 

financial category is ‘losing’ revenues, when in reality (and as apparent by looking at the bigger 

picture) those revenues may shift [to] another financial reporting classification” (Id.), as the 

Company asserts. 

The Company also argues in its Initial Brief at 73-74 that “Mr. Effron states in his 

rebuttal testimony that he analyzed forecasted test-year sales for these Commercial and Public 
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Authority revenue classes and concluded they were ‘not unreasonable’ . . . If they were ‘not 

unreasonable’ why were they not expressly included in his actual versus forecasted revenue 

analysis?”  The answer is that analyses of the Commercial and Public Authority revenue classes 

were included in Mr. Effron’s actual versus forecasted revenue analysis.  However, because Mr. 

Effron deemed the forecasts of sales volume in each of these two revenue classes to be 

reasonable, as fully explained in his rebuttal testimony (AG/CUB Ex. 6.0, 5:12 to 6:13) and at 

page 48 of the People’s Initial Brief, no adjustment was necessary, and they were not included in 

the AG/CUB proposed adjustment to the Company’s test-year revenues.  The Company cites, at 

page 74 of its initial brief, testimony by Company witness Karen R. Althoff stating that Mr. 

Effron should have “undert[aken] a complete analysis” (AIC Ex. 38.0 at 7:144-145), but Mr. 

Effron’s analysis was, in fact, inclusive of all of the Company’s non-residential revenue 

categories. 

The Company presents a table on page 73 of its Initial Brief, copied from page 4 of Ms. 

Althoff’s surrebuttal testimony, showing base rate revenues in each of its four non-residential 

revenue classes for the twelve months ended June 30, 2013, versus the Company’s 2014 test-year 

forecast of those revenues.  The Company argues that recent Commercial revenues are much less 

than the test-year forecast, a discrepancy that it claims Mr. Effron should have considered when 

looking at the opposite discrepancy in the Industrial and Transport revenue classes.  However, 

the data in the Company’s Initial Brief does not reflect weather-normalized revenue for the 

Commercial class and thus does not establish that the actual Commercial revenues for the twelve 

months ended June 30, 2013 are a reasonable representation of the Commercial revenues in the 

test year. 
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In conclusion, the Company’s objections to the People’s proposed revenue adjustments 

are meritless and should be rejected. 

IV. COST OF SERVICE STUDY 

A. T&D Main Allocation Methodology 

The People support the arguments of Commission Staff and the Company on this issue 

and stand on the arguments against IIEC’s proposal presented in the People’s IB. 

V. RATE DESIGN 

A. GDS-1 

The People acknowledge that the Company and Commission Staff have agreed to 

maintain the current level of the percentage of fixed delivery service costs recovered through the 

customer charge in GDS-1 at 80%.  AIC IB at 135.  Notwithstanding this agreement, the People 

stand on the arguments presented in their Initial Brief against Straight Fixed Variable pricing.  

AG IB at 52-55. 

The People also acknowledge that the Company and Commission Staff have come to 

some form of agreement regarding the customer charge in the GDS-1 rate class.  AIC IB at 135.  

Notwithstanding this agreement, the People continue to urge the Commission to adopt the 

People’s position that there should be no change to the Company’s existing customer charge for 

GDS-1 in any Rate Zone, other than a minor increase or decrease that may be necessary to 

consolidate the rates for Rate Zone I and Rate Zone III.  AG IB at 52-55.  The People re-affirm 

that any rate increase allocable to GDS-1 customers should, instead, be recovered through 

increases in the per-therm distribution charge.  AG IB at 53; AG/CUB Ex. 3.0 at 4.  The 

Company continues to take issue with this approach, citing theoretical increases in the delivery 

charges for heating customers.  AIC IB at 135.  Despite its disagreement, the 
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Companyapproaches some level of agreement with AG/CUB witness Mr. Rubin that small use 

customers will be negatively impacted by the Company’s proposal.  AIC IB at 136.  In the end, 

however, the Company chooses to kick the can down the road and recommends exploring the 

issues in a future rate case (ostensibly after a heating customer study may be performed).  AIC 

IB at 135-136.   

As demonstrated in the People’s Initial Brief, it is neither reasonable nor consistent with 

cost-based ratemaking for Ameren to increase the rates for low-use non-heating customers by 

more than the rates for higher-use heating customers.  AG IB at 56.  Under the Company’s 

proposal, the decreases to the per-therm consumption charge result in the lowest-use customers 

shouldering the weight of the greatest dollar impact.  AG IB at 56.  Essentially, customers would 

be rewarded with a lower rate increase if they used more gas.  AG IB at 56.  Despite the 

Company’s assertions that this is an anomaly of sorts, as demonstrated in the People’s Initial 

Brief, the net result is that roughly 30,000 low use customers would be forced into paying the 

highest dollar and percentage increase.  AG IB at 56.  Given the above, as well as the more 

detailed arguments presented in the People’s IB, the People urge the Commission to hold the 

customer charge steady and not negatively impact low-use customers.  

B. Heating/Non-Heating Study 

The People stand on their arguments presented in their Initial Brief on the Heating/Non-

heating Customer Study.  Although the People primarily argue that the heating and non-heating 

classes should be bifurcated in this rate case, the People also acknowledge that the Commission 

may determine that the Company is not currently in possession of the available data upon which 

a fair and reasonable bifurcation could be conducted at this point in time.  In that situation, the 

People, therefore, urge the Commission to order the Company to assemble the necessary data, 
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conduct a study, and bifurcate the residential class by the next rate case.  The People further urge 

the Commission to require the Company to honor its commitment to provide, at the request of 

the Commission, a study or report presenting the usage characteristics of its residential 

customers.  AIC IB at 137; AIC Ex. 37.0 at 5.  

 

VI. CONCLUSION 

For all of the reasons stated above and in the People’s Initial Brief, the People of the State 

of Illinois respectfully request that the Commission enter an order consistent with this brief and 

the People’s Initial Brief. 
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