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I. INTRODUCTION 

A. OVERVIEW 

This docket is Ameren Illinois Corporation’s (Ameren, AIC or the Company) filing under 

the Electric Infrastructure Modernization Act (EIMA), 220 ILCS 5/16-108.5, enacted in October, 

2011 and amended effective May 22, 2013 by Public Act 98-0015.   EIMA authorizes electric 

utilities to change their rates every year based on a formula that includes a return on equity 

determined by the statute, a ten year investment commitment, a jobs commitment, establishment 

of a low income customer assistance fund, performance metrics, and an annual retrospective 

reconciliation of the revenue requirement and actual costs.  220 ILCS 5/16-108.5(b) & (c).   In 

2012, the Commission has decided two Ameren dockets under EIMA, ICC Docket 12-0001 and 

12-0293, which established the terms of the formula and set revenue requirements for the periods 

following  September 24, 2012 (based on 2010 data) and January 1, 2013 (based on 2011 data) 

respectively.  The General Assembly amended EIMA effective May 22, 2013, changing some of 

the terms of the formula approved by the Commission in Ameren’s initial two EIMA dockets.   
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In this docket Commission will (1) establish a new revenue requirement to take effect on 

January 1, 2014 based on the historical FERC Form 1 reports for 2012 and various ratemaking 

adjustment, plus projected plant additions for 2013, and (2) reconcile the revenue requirement 

allowed in Docket 12-0293 (adjusted to reflect the revenue requirement in effect during the 

entire calendar year)1 with Ameren’s actual costs for 2012.2  The difference between the revenue 

requirement in effect during 2012 and the actual costs for 2012 is the reconciliation balance.  

This amount, with interest at a percentage rate equal to the weighted average cost of capital,3 is 

added to the new revenue requirement and collected in rates effective on January 1, 2014. 

In its Surrebuttal Testimony, AIC requested an overall rate decrease of $38,742,000 

(excluding the uncollectible gross-up effect).  This single year revenue requirement represents an 

increase in revenues relative to the current revenue requirement of $17,634,000, but that increase 

is offset by Ameren’s over-collection of costs in 2012.  With interest, Ameren collected 

$56,376,000 more than its actual costs.  The net effect on rates is a decrease of $38,742,000.  

Ameren Ex. 18.0 at 3-4.    The People recommend an additional $7,446,000 reduction including 

tariff changes being addressed in Consolidated Dockets 13-0501 and 13-0517.4  Absent tariff 

changes, the People recommend an additional $4,061,000 reduction to AIC’s revenue 

requirement effective January, 2014. 

                                                
1 Ameren’s revenue requirement through September 24, 2012 was established in ICC Docket 09-0306.   

Section 16-108.5(d)(1) specifies that in the first reconciliation “the revenue requirement or requirements established 
by the rate order or orders in effect from time to time during such calendar year (weighted, as applicable)” shall be 
reconciled with the revenue requirement using “actual costs.”  

2 “Actual costs” are adjusted from recorded values to exclude costs recovered through rate riders, to 
exclude costs allocable to AIC’s FERC jurisdiction and to exclude costs that should be disallowed for ratemaking 
purposes as not prudent and reasonable. 

3  See PA 98-0015, amending section 16-108.5(d)(1):  “Any over-collection or under-collection indicated 
by such reconciliation shall be reflected as a credit against, or recovered as an additional charge to, respectively, 
with interest calculated at a rate equal to the utility’s weighted average cost of capital approved by the Commission 
for the prior rate year, the charges for the applicable rate year.” 

4 The substance of the tariff related adjustment will be addressed in Consolidated Dockets 13-0501 and 13-
0517. 



 
5 

 

The People recommend the following adjustments to Ameren’s requested revenue 

requirement and reconciliation revenue requirement: 

Issue Description: Revenue Expense 
Rate 
Base 

Revenue Effect 
(000) 

Metro Step Up 
         
5,623   $               (646) 

Accrued Vacation 
         
6,782                    (779) 

ROE Collar Revision 
     (subject to 13-0501/0517)                (3,381) 

Interest on Reconciliation Balance 
     (subject to 13-0501/0517)    

(Dependent on final 
authorized revenue 
requirement)  

Other Revenues5 
         
1,647                 (1,647) 

Cash Working Capital 
         
3,651                    (419) 

Public Relations Disallowances 
            
570                    (570) 

    
  Total of AG-Proposed 
Adjustments $              (7,442) 
 
These adjustments are in addition to the adjustments recommended by Staff and other parties.   

As a result of several changes occurring during the course of this docket, two issues 

raised by the People will be addressed in ICC consolidated dockets 13-0501 and 13-0517 

(“Consolidated Dockets”).  These issues (how to calculate the return on equity collar under 

Section 16-108.5(c)(5) and the need to apply interest to the net of tax reconciliation balance) may 

be better accommodated by making changes to the formula tariff structure.  Consistent with the 

Joint Motion to Consolidate, the People will address those issues in the Consolidated Dockets.  

 

                                                
5 This figure includes the three revenue adjustments recommended by People’s witness Michael Brosch.  

AG Ex. 1.3c, p. 1.  Two of the three adjustments were accepted by the Company, leaving a net contested adjustment 
of $1,028, 180.  The People have not listed their adjustment to CWIP related receivables because the Company 
accepted that adjustment in its surrebuttal testimony.  Ameren Ex. 18.0 at 12-13. 
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B. NATURE OF AIC’S OPERATIONS 
 
Ameren delivers both electricity and natural gas to customers in central and southern 

Illinois, serving 1.2 million electricity customers in Illinois.  Ameren Ex. 6.0 at 6.   While this 

docket addresses Ameren’s Illinois electric distribution rates, pending ICC Docket 13-0192 

addresses Ameren’s natural gas distribution rates.   In addition to electric distribution services, 

Ameren Illinois provides electric and natural gas transmission services, and is affiliated with 

Ameren Missouri, which provides integrated electric production, distribution and transmission as 

well as natural gas distribution services.  In calendar year 2012, Ameren’s parent company had 

merchant generation businesses.   Ameren FERC Form 1 at p. 123.1; Tr. 141 (Kennedy).  In 

March, 2013, Ameren announced the sale of its generation assets.  Id.     

PROCEDURAL HISTORY 
 

On April 19, 2013, Ameren filed its annual formula rate update and revenue requirement 

reconciliation under Section 16-108.5(d), initiating ICC Docket 13-0301.  In Exhibit 1.1, it 

showed its revenue requirement using the formula rate tariff structure approved by the 

Commission in Docket 12-0293.   On May 22, 2013, the Illinois General Assembly amended 

Section 16-108.5 of the Public Utilities Act (“PUA”) by authorizing, inter alia, a change to the 

calculation of the actual revenue requirement for the prior rate year specified in Section 16-

108.5(d), using year-end rate base instead of average rate base.6   Public Act 98-0015 (“P.A. 98-

0015”).   The General Assembly also changed the interest rate applicable to the reconciliation 

balance from 2012.  Id. at 16-108.5(d)(1).   On May 30, 2013, the Company filed revisions to its 

formula rate tariffs in response to P.A. 98-0015, and pursuant to Section 16-108.5(k)(1), added 

by P.A. 98-0015, the ICC approved that tariff filing on June 5, 2013.   On June 5, 2013, Ameren 

                                                
6 220 ILCS 5/16-108.5(d)(1). 
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filed Supplemental Direct Testimony modifying its formula rate tariff and its requested revenue 

requirement.  See Ameren Exhibits 1.0S and 1.3R.7 

 The People, the Staff and other parties filed Direct and Rebuttal testimony on July 3, 

2013 and August 26, 2013 respectively.   Ameren filed Rebuttal and Surrebuttal testimony on 

July 29, 2013 and September 5, 2013.  In its testimony, Ameren  argued that some adjustments 

recommended by Staff and the People, including two recommended by the People, could not be 

made in the absence of a change to the formula rate tariff.  E.g. Ameren Ex. 17.0. 

On August 19, 2013, Ameren filed proposed revisions to its formula rate tariff sheets 

with the Commission, pursuant to Sections 9-201 and 16-108.5(c) of the PUA.  The proposed 

tariff revisions included changes to Uncollectible Expense, Depreciation Expense, presentation 

of net revenue requirements, and year-end balances of Materials Supplies and Customer 

Deposits.  The Ameren revisions did not address the recommendations of the People that 

Ameren claimed required tariff revisions.  Ameren witness Robert J. Mill acknowledged that 

Ameren’s August 19, 2013 tariff filing addressed the adjustments proposed by Ameren or 

proposed by Staff and accepted by Ameren in Docket 13-0301.  Ameren Ex. 25.0 at 4.  

The People  filed a Complaint, designated as Docket No. 13-0501, on August 30, 2013 

requesting the Commission to suspend AIC’s August 19, 2013 formula rate tariff filing and 

seeking two changes to AIC’s performance-based formula rate structure discussed by their 

witnesses in  this docket.  On September 10, 2013, the Commission issued an order suspending 

Ameren’s August 19, 2013 tariff filing and initiating a hearing.   Ameren, the Staff and the 

People filed a Joint Motion to Consolidate the People’s complaint docket (13-0501) with the 

                                                
7 As a result of the changes pursuant to P.A. 98-0015 the reconciliation adjustment credit increased from 

$$49,588,000 to a credit of $55,295,000.  Compare Ameren Ex. 1.1, Sch. FR A-1, line 23 and Ameren Ex. 1.3R, 
Sch. FR A-1, line 23.  
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review of Ameren’s requested tariff changes (13-0517).  The parties agreed that tariff change 

proposals would be addressed in the Consolidated Dockets, and not in this Docket 13-0301.  On 

September 23, 2013 the Commission allowed the consolidation and agreed that tariff changes 

would be decided in the Consolidated Dockets.  Annual revenue requirement changes – with or 

without tariff changes – will be decided in this Docket, presumably after an order is entered in 

the Consolidated Dockets. 

C. LEGAL STANDARD 
 

Section 16-108.5(d) of the EIMA provides that a utility subject to the law “shall file, on 

or before May 1 of each year … its updated cost inputs to the performance-based formula rate 

for the applicable rate year and the corresponding new charges.”  220 ILCS 5/16-108.5(d).  The 

filing must include “final historical data reflected in the utility’s most recently filed annual FERC 

Form 1 and correspondingly updated depreciation reserve and expense for the calendar year in 

which the inputs are filed.”   220 ILCS 5/16-108.5(d)(1).    EIMA further provides that the 

“filing shall include relevant and necessary data and documentation for the applicable rate year 

that is consistent with the Commission’s rules applicable to a filing for a general increase in rates 

or any rules adopted by the Commission to implement this Section.” 220 ILCS 5/16-108.5(d)(3).   

EIMA did not change the Commission’s authority to investigate and review a utility’s 

costs to assure that they are prudent and reasonable.  Section 16-108.5(d) authorizes the 

Commission to: 

enter upon a hearing concerning the prudence and reasonableness 
of the costs incurred by the utility to be recovered during the 
applicable rate year that are reflected in the inputs to the 
performance-based rate derived from the utility’s FERC Form 1….  
The Commission shall apply the same evidentiary standards, 
including, but not limited to, those concerning the prudence and 
reasonableness of the costs incurred by the utility, in the hearing 
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as it would apply in a hearing to review a filing for a general 
increase in rates under Article IX of this Act. 

     
220 ILCS 5/16-108.5(d)(3)(emphasis added).   

 A finding of imprudence and unreasonableness must be based on substantial evidence, 

meaning "more than a mere scintilla; however, it does not have to rise to the level of a 

preponderance of the evidence. It is evidence that a reasoning mind would accept as sufficient to 

support a particular conclusion.”  Commonwealth Edison Co. v. Illinois Commerce Commission, 

405 Ill.App.3d 389, 398 (2010)(internal quotations and citations omitted).  Costs that are 

unnecessary to the provision of service, or that the utility has not justified in amount are not 

reasonable or prudent.  Id. (employee costs related to the merger activities of the utility’s parent 

not necessary to utility service, and the position that the employees worked on the merger for 

“free” was not credible). 

 
II. RATE BASE  

A. RESOLVED ISSUES – NOT ADDRESSED 

B. CONTESTED ISSUES 

1. Cash Working Capital 

Cash working capital is included in rate base to compensate the investor for the cash 

contributions required for the day-to-day business operations between the time that service is 

provided and revenues associated with that service are received.    Illinois Power Co., Request 

For General Increase In Electric Rates, ICC Docket 91-0147, 1992 WL 486361 (Ill. C.C. Feb. 

11, 1992).   In this docket, AIC seeks a cash working capital allowance of $12,104,000.  AG Ex. 

1.0 at 17.  Consumers provide the Company a return on this amount equal to the Company’s 

overall cost of capital as it is an addition to rate base. 
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a. Pass Through Taxes  

The formula rate statute provides that the Commission must review the utility’s cost 

inputs to the formula to assure that they are reasonable and prudent, and authorizes the 

Commission to disallow costs that do not meet that standard.  220 ILCS 5/16-108.5(d)(3) (quoted 

above at page 8). Ameren’s calculation of its cash working capital allowance unreasonably 

increases its cash working capital allowance by including understated payment lead day values 

for certain pass-through revenue taxes, including its Municipal Utility Taxes (“MUT”) and 

Energy Assistance Charges (“EAC”).   The Company’s lead lag study includes expense lead day 

values for these payments that increase the cash working capital balance by approximately $1.6 

million. See AG Exhibit 1.3, page 2 (the difference between columns (g) and (l) at lines 10 and 

11).  These values will change when lead lag study inputs are revised in the Commission Final 

Order.   

 Municipal Utility Taxes, or MUT, are imposed on “Gross Receipts” for the use of 

electricity in a municipality.  65 ILCS 5/8-11-2(4)(d).   The tax is payable based upon collected 

revenue.  AG Ex. 1.0C, 21:462-463.  The Company is not required to remit the funds to local 

taxing authorities until after it receives payment from customers, creating a delay between when 

service is provided by the Company, receipt of payment, and payment of MUT to the taxing 

authorities. AG Ex. 1.0C, 21:453-455.   

Energy Assistance Charges, or EAC, are the portion of consumers’ bills that is remitted 

to the state to fund the Supplemental Low-Income Energy Assistance Fund. 305 ILCS 20/13(b).  

The Company is obligated to include a state-mandated charge on consumers’ bills and to remit 

EAC funds by the 20th day of the month following the month of collection.  305 ILCS 20/13(f).   

Significantly, a utility is required to remit to state authorities “moneys received as payment of the 
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Energy Assistance Charge,” rather than remitting EAC as a tax calculated as a percentage of the 

value of services provided.  305 ILCS 20/13(f) (emphasis added).  This language makes the EAC 

a purely pass-through tax. 

AG witness Michael L. Brosch and Staff witness Michael Ostrander recognize that AIC 

is not obligated to provide the MUT or EAC to the municipality or to the state until after it has 

actually received funds from consumers.  By contrast, Company witness David A. Heintz 

recommends that the lead lag study reflect an earlier than necessary payment of these costs.  

Each witness recommends the following expense lead day values, representing the amount of 

time between when the revenues are received and tax is paid for cash working capital purposes: 

 

MUT EAC 

 
Rev. Lag 

Payment 
Lead Rev. Lag 

Payment 
Lead 

AG witness Brosch 
0.00 (48.54)8 

 
 

0.00 (38.54)9 
 
 

Staff witness 
Ostrander 

0.00 (48.54)10 0.00 (38.54)11 
 
 

Company witness 
Heintz 

0.00 (14.00)12 
 
 

0.00 (4.00)13 
 
 

 
The People advocate a longer payment lead than the Company does because the People 

take into account the allowed time that the Company may legally hold pass-through tax funds, 

irrespective of any custom the Company may have of paying the taxes to authorities earlier than 

required.  By contrast, the Company is setting payment leads based on what it claims to be “the 

actual number days [sic] after receipt of funds to remittance,” rather than the legally established 

                                                
8 AG Ex. 1.3, 2:11. 
9 AG Ex. 1.3, 2:10. 
10 Staff Ex. 2.0, 9:185-186. 
11 Staff Ex. 2.0, 8:161-162. 
12 AIC Ex.15.0, 5:89-90; Tr. at 96:2-24. 
13 AIC Ex. 15.0, 5:89-90.  



 
12 

 

timeline for remitting the funds.  AIC Ex. 1.0, 24:485-486.  However, Mr. Heintz admitted 

during cross-examination that he does not know why the Company follows this “long-standing 

practice” of remitting the taxes early, and he “couldn’t really say” whether this is a common 

practice in the utility industry.  Tr. at 98:11-16.  The early payment of pass-through taxes and 

fees both increases the cash working capital balance upon which consumers must provide a 

return and decreases the Company’s access to funds.  This practice is therefore not prudent, and 

it is unreasonable to expect consumers to pay the Company the cost of capital for these 

unnecessarily early payments. 

In both AIC’s and Commonwealth Edison Company’s (ComEd) first two formula rate 

cases the Commission treated MUT and EAC consistently with the recommendations of Mr. 

Brosch and Staff witness Ostrander.  The revenue lag day and expense lead day values approved 

in those order were as follows, with values in the recent Ameren cases identical to that advocated 

by the People and Staff in this proceeding: 
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MUT EAC 

 

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) 

AIC Proposal 0.00  (14.00) 0.00  (4.00) 

AG Ex. 1.0C, 20:429.  The Commission made it clear in those orders that it would not increase 

the cash working capital balance due to a utility practice of paying taxes and fees sooner than 

required by law.   See, e.g., ICC Docket 12-0293, Order at 38 (Dec. 5, 2012). 

  The Company represented that has not changed its practice of paying the MUT and EAC 

taxes more than a month before their due date notwithstanding the conclusions in Docket No. 12-

0001.  AIC Ex. 1.0, 23-24:460-462; 488-489, AG Ex. 3.0, 16:349-352.  Further, the Company 

made no changes to its lead/lag methodology to incorporate the Commission’s conclusion that 

the cash working capital balance should not be increased due to earlier than necessary payment 

of these taxes.  The People’s and Staff’s recommendations are identical to the approach and 

adjustment adopted in Ameren’s last two formula rate orders, and the Commission should 

consistently adopt those adjustments in this docket. 

Company witness Heintz argued that his proposed payment lead for the MUT is based on 

the Company’s practice of remitting the MUT funds approximately 15 days after receiving the 

funds from customers.  This calculation is based on the Company’s practice of remitting the 

funds on the last day of the month following the month of service.  AIC Ex. 15.0, 13:245-253.  

Similar to MUT fund receipts, Mr. Heintz asserted that his proposed payment lead for the EAC is 
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based on the Company’s practice of remitting the EAC funds approximately 4 days after 

receiving the funds from customers.  AIC Ex. 15.0, 15:280-283.  However, Mr. Heintz admits 

that with respect to both the EAC and MUT, the Company could hold the funds for 

approximately one additional month before remitting the funds to taxing authorities.  AIC Ex. 

15.0, 6:109.   

Ratepayers should not be required to pay unnecessarily and unreasonably high cash 

working capital costs when an Illinois utility elects to pay taxes earlier than required.  AG Ex. 

3.0, 18:380-382.  However, Company witness Heintz suggested that the Company’s remittance 

policy is prudent because “none of the taxing authorities have ever questioned the amount of the 

tax or the process for determining the amount of the tax.”  Tr. at 98:16-22.  However, he also 

admitted during cross-examination that he had not provided any documents from any taxing 

authority specifically finding fault with the Commission’s determination of the payment leads for 

the EAC and MUT in Docket Nos. 12-0001 and 12-0293.  Tr. at 106:16-21. 

Mr. Heintz also admitted in cross-examination that the Company would likely not 

discourage a customer who paid his or her bill earlier than legally required (Tr. at 111:1-7), and 

he could not think of any reason why a governmental entity would be unhappy that the Company 

is remitting taxes earlier than legally required (Tr. at 108:6-10).  Thus, although taxing 

authorities have conveyed “tacit acceptance” (Tr. at 109:3-4) of AIC’s practice of remitting pass-

through taxes earlier than required, this cannot be interpreted to mean that the Company’s 

practice is necessary for the Company, is reasonable or is fair to consumers.  Moreover, Mr. 

Heinz admitted that the Company could yield interest from holding the cash longer, creating a 

benefit rather than an expense.  Tr. at 99:21 to 100:1. 
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Mr. Heintz suggested that the Company’s MUT and EAC tax returns are “subject to 

periodic audit” and that no audit ever objected to early payment.  AIC Ex. 23.0, 3:41-45.  

However, under cross-examination, Mr. Heintz testified that the EAC returns have never been 

audited, and although “several” municipalities had conducted audits, he did not know the number 

or frequency.  Tr. at 107:6-20.  Irrespective of whether there have actually been audits, it is not 

surprising that taxing authorities would not show interest in or object to the Company remitting 

its payment earlier than required, and from an uncertain number of audits, we cannot conclude if 

any municipalities have determined that the Company is remitting the taxes non-prematurely. 

 

 

Mr. Heintz expressed concern that the Company would be required to skip a month of 

MUT and EAC payments if the Commission adopted the People’s and Staff’s proposed MUT 

and EAC payment lead days in this proceeding (AIC Ex. 15.0, 15:284-290), but Mr. Brosch 

stated that correcting the Company’s improper lead day calculation would not obligate AIC to 

change its tax payment schedule to conform to the Commission’s treatment of the Company’s 

pass-through tax payment leads.    AG Ex. 1.0C, 25:544-550.  Moreover, Mr. Brosch stated that 

he was not aware that either Commonwealth Edison or AIC had ever skipped a month of pass-

through tax remittance because of the Commission’s treatment of such taxes in its cash working 

capital calculation in Docket Nos. 11-0721, 12-0001, 12-0293, and 12-0321.  Mr. Heintz also 

warns that “counsel advises there may be some legal impediments to the AG approach that 

warrants further study,” (AIC Ex. 15.0, 15:287-288), but he does not explain what legal 

impediments would prevent Ameren from timing its EAC and MUT payments to taxing 

authorities to both meet statutory deadlines and minimize the impact on rates. 
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Mr. Heintz also argues that modifying its remittance practices would cause an 

“incremental expense,” which, however, he did not quantify or document in his testimony.  AIC 

Ex. 23.0, 4:60-64.  This argument fails for three reasons.  First, the Commission’s review of the 

Company’s cash working capital calculation is intended to protect consumers from paying a 

return on unnecessarily costly and imprudent cash flow practices.  Paying taxes and fees weeks 

earlier than required, and then expecting consumers to pay a return on overstated cash working 

capital due to those early payments is imprudent and unreasonable.  Second, Mr. Heintz does not 

make any attempt to quantify the incremental expense of modifying the Company’s remittance 

practices.  During cross-examination, he stated that he does not know whether the order of 

magnitude of the incremental expense would be $10,000, $100,000, or $1,000,000.  Tr. at 102:20 

to 103:3.  We do know, however, that the Company is asking consumers to pay a return on 

approximately $1.6 million due to these early payments.  Third, Mr. Heintz does not explain why 

the Company has not already modified its practices following the Commission’s decisions in 

Docket Nos. 12-0001 and 12-0293; his only justification is that the Commission’s decision in the 

Company’s electric formula rate proceeding is inconsistent with the Company’s last gas rate 

order, which pre-dated the electric formula rate cases.    According to Mr. Heintz, not only has 

the Company not changed its remittance practices; the Company has not even undertaken an 

evaluation of the changes required to modify the remittance date.  AIC Ex. 23.0, 4:64; Tr. at 

102:24 to 103:3. 

To sum up, payment lead times for the two pass-through taxes discussed herein should be 

calculated based on the time that the Company legally has access to the funds, rather than the 

shortened time that the Company keeps the funds due to its discretionary decision to remit the 

tax funds earlier than required by law.  The treatment of pass-through taxes in lead lag studies 
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should not revert back to the improper method once accepted in an AIC gas rate case, Docket 

No. 11-0282 as advocated by Mr. Heintz.  AIC Ex. 15.0, 6:111-7:137.  This Ameren proposal 

was directly addressed and rejected by the Commission in its Final Order in Docket No. 12-

0001, where the Commission “recognize[d] that in Docket No. 11-0282 it had granted AIC 

revenue lag days in its CWC calculation for these items, and indicated that it would revisit this 

issue if AIC changed the manner in which it handled these items.”  ICC Docket 12-0001, Order 

at 14 (Sept. 19, 2012).  However, the Commission adopted Mr. Brosch’s and the Staff pass-

through tax recommendation in Docket 12-0001 and 12-0293, as well as in the ComEd formula 

rate docket.  Id.; ICC Docket 12-0293, Order at 38-39 (Dec. 5, 2012); ICC Docket 11-0721, 

Order at 45 (May 29, 2012).    

Ameren’s effort to look back to its old gas rate case as an opening to re-litigate the 

treatment of pass-through taxes should again be rejected by the Commission.  ComEd has not 

proposed restatement of its Energy Assistance Charge and Municipal Utility Tax payment lead 

values to offset for revenue collection lag days, in the manner proposed by Ameren.  AG Ex. 

1.0C, 26:563-565.  There is no basis for inconsistent treatment of these revenue taxes for Ameren 

relative to ComEd, as the relevant statutory payment terms are clear in stating that these taxes are 

due to be paid only after collection from customers.  The cash working capital calculation should 

be adjusted as shown on AG Exhibit 1.3C, page 2, lines 10 and 11. 

b. Income Tax Expense Lead Days  

The People propose modifying the Company’s lead/lag treatment of its income tax 

payment in its cash working capital analysis as follows.  At AIC Ex. 18.3, App. 3, the Company 

shows a cash working capital allowance for income tax payment, improperly increasing cash 
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working capital by approximately $2.05 million.  AG Exhibit 1.3, page 2, line 18, column (g).  

However, as Mr. Brosch notes in direct testimony, the Company is not presently paying income 

taxes and did not pay income tax in 2012; thus it had no cash working capital requirement 

associated with income tax payment in that year.  AG Ex. 1.0C, 26:575-579, 29:640-30:657; AIC 

WP3 REV, 9:33-36.  Deferred income taxes are not paid out in cash, but are instead deferred for 

expected payment in future tax years; thus, there can be no cash working capital requirement in 

the current year.  AG Ex. 1.0C, 30:670 to 31:673.  The People propose modifying App. 3, line 8 

with the caption “(Less) Deferred Income Taxes” to eliminate the $63,097,000 income tax entry 

on line 27.14  This reduces the total revenues subject to the revenue lag day value by the total 

income tax entry, and eliminates the expense lead time associated with the Company’s deferred 

income tax expense.    AG Ex. 1.0C, 26:579-582. 

In response to Mr. Brosch’s proposal, Company witness Heintz recommends that the 

Commission follow the Company’s “long-standing practice of employing statutory tax rates and 

payment dates when calculating its income tax expense for revenue requirement purposes . . . the 

Company does not distinguish between current and deferred tax expense.”  AIC Ex. 15.0, 

16:310-312. The Commission should note the obvious inconsistency in Ameren’s preferred 

approach to income tax payments as compared to pass-through revenue tax payments.   For 

income tax payments, Mr. Heintz would prefer to support recent Commission decisions 

regarding the lead lag study treatment of AIC’s income taxes and the use of statutory tax due 

dates, while he urges rejection of the AG proposal to more precisely account for the timing of 

actual income-tax related cash flows.  AG Ex. 3.0, 18:386-398.  On the other hand, AIC proposes 

                                                
14 This change to Appendix 3 to the Formula Rate Tariff should not be considered a formula tariff issue.  In 

case the Commission believes that a tariff change is necessary to address this change to the Appendix, this issue will 
also be addressed in the Consolidated Dockets, 13-0501/0517.  See Tr. at p. 52:9- 53:9 and 55:14-57:8. 
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to not be bound to statutory due dates for the payment of pass-through revenue taxes only after 

collection from customers. 

The People recommend consistent treatment of both income taxes and pass-through 

revenue taxes for ComEd and for AIC when updating electric formula rates.   Mr. Brosch 

explained in his Direct Testimony that ComEd’s lead lag study filed in Docket No. 13-0318 

properly includes zero “Current State Income Tax” and negative “Current Federal Income Tax” 

in the calculation of CWC, which has the effect of not increasing CWC when the utility is 

experiencing income tax loss carry-forwards.  AG Ex. 1.0C, 27:586-28:592.   Ameren offered no 

rebuttal to the fact the ComEd properly reflects its actual tax payment in its cash working capital 

calculation, or for Ameren’s obvious inconsistent treatment of income taxes and MUT and EAC 

remittances in its lead lag study.  AG Ex. 3.0, 19:399-402.  Consistent treatment of AIC income 

tax expense with the more detailed accounting routinely employed by ComEd would require 

modification of the lead lag study calculation, as proposed by Mr. Brosch.  It is essential to not 

increase cash working capital for income tax payments when Ameren is not presently paying 

such taxes and does not expect to pay any federal income taxes until after 2014.  There is no 

denying that, “Because AIC is not paying income taxes, it cannot have any CWC investment 

associated with federal income tax expenses.”  AG Ex. 1.0C, 29:642-30:657.   

Conclusion 

Combining the adjustments to lag/lead days for pass-through tax remittance and income 

tax expense described above, the People propose a downward adjustment to the Company’s cash 

working capital of $3,651,421, as shown on AG Ex. 1.3, page 2, subject to further modification 

to the lead lag study input amounts, based upon approved expenses in the Commission’s Final 

Order. 
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2. Accrued Vacation Reserve  

The People propose a downward adjustment to rate base of $6.782 million related to the 

operating reserve for the Company’s vacation pay accrual.  AG witness David J. Effron testified 

that there is a lag of approximately one year between (i) the accrual of vacation pay expense with 

respect to a particular employee and (ii) the actual cash disbursement to pay the liability for that 

employee’s vacation pay.  AG Ex. 2.0, 7:140-143.  Mr. Effron stated that this lag is not presently 

considered in the Company’s calculation of its cash working capital requirement, and thus the 

accrued liability for this item should be treated as an operating reserve and deducted from rate 

base.  Id. at 7:145 to 8:158.  Mr. Effron testified that the lag in payment is well in excess of the 

lag in payment of regular employee salaries and wages.  Id. at 8:162-163. 

Mr. Effron’s proposed vacation pay adjustment to rate base is shown in AG Ex. 2.1 at 

page 3.  He begins with the average reserve for accrued vacation pay during 2012, 

$13,237,00015, and calculates a jurisdictional amount of approximately $12,186,000 using the 

wages and salaries allocator of 92.06% calculated on AIC Ex. 1.1, Sch. FR A-2, line 9.  From 

this amount he deducts the approximately $386,000 that the Company has already implicitly 

included16 in its proposed cash working capital amount, resulting in a net balance of 

approximately $11,799,000.  He then deducts approximately $5.017 million of deferred income 

tax17 related to this amount, based on the Company’s tax rate of 41.175 percent indicated on Sch. 

FR C-4, line 4 of AIC Ex. 1.1.  Thus, Mr. Effron’s net rate base adjustment for accrued vacation 

                                                
15 AIC response to data request AG 1.05, shown in AG Ex. 2.1, page 3. 
16 AIC Ex. 1.2, Work Paper 3, at 47, shows the Company’s cash working capital factor of 3.12 percent for payroll.  

The Company’s vacation pay expense in December 2012 was $13.442,224 million, per the attachment to the 
Company’s response to data request AG 1.05.  Multiplying these two figures by the jurisdictional allocator of 
92.06 percent, we get $386,097. 

17 Company witness Ronald D. Stafford agrees with Mr. Effron’s treatment of deferred income tax related to the 
vacation pay adjustment.  AIC Ex. 9.0, 48:1069-1071. 
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pay is $6,782,000.  It should be noted that Staff witness Ostrander proposes a similar adjustment 

to rate base for vacation pay accrual, following similar18, but not identical, reasoning as Mr. 

Effron.  Staff Ex. 2.0, 12:242 to 13:251; Staff Schedule 2.03. 

In his rebuttal testimony, Company witness Stafford argues that the vacation pay liability 

is created and eliminated in a prior year, supported by Company-supplied funds, before 

ratepayers reimburse the Company for this amount, so “[t]he liability simply doesn’t exist for 

ratemaking.”  AIC Ex. 9.0, 45:1008-1111.  He argues further that accrued vacation is a current 

liability on the Company’s books due and payable within one year, so “accrued vacation is not a 

source of non-investor supplied capital available to finance Rate Base investment.”  Id. at 

46:1033-1035.  Mr. Stafford makes similar points in his surrebuttal testimony, AIC Ex. 18.0 at 

15:312-318.  However, as Mr. Effron states in his rebuttal testimony, as the vacation accrual 

from a prior year is paid off, it is replaced by accruals for vacation pay in the current year, 

making accrued vacation pay a continuing, permanent balance on the company’s books.  AG Ex. 

4.0, 3:55-57. 

Mr. Stafford recognizes in rebuttal testimony that the Commission adopted Mr. Effron’s 

preferred treatment of vacation pay accrual in Docket Nos. 12-000119 and 12-029320, the two 

most recent Ameren Illinois electric formula rate cases.  Id. at 45:1019-1021.  He presents a table 

purporting to suggest that for certain years when there was not a rate case filing, the vacation pay 

accrued in the previous year was never recovered from ratepayers.  Id. at 47:1063.  However, as 

                                                
18 Mr. Ostrander starts with 2012 year-end accrued vacation pay reserve, whereas Mr. Effron starts with 2012 

average vacation pay reserve.  Staff Ex. 7.0, 12:250-255. 
19 Final Order, Docket No. 12-0001, September 19, 2012, at 59. 
20 Final Order, Docket No. 12-0293, December 5, 2012, at 13 (“the fact that the accrued vacation is payable within 

one year has nothing to do with whether it is a source of non-investor supplied capital.  In fact, the Commission 
notes that as the vacation accrual from the prior year is paid off, it is replaced with accruals for vacation pay in the 
current year”). 
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Mr. Effron observes in his rebuttal testimony, for such years the vacation pay from the test year 

of the most recent case filing was recovered in rates as a continuing expense.  AG Ex. 4.0, 3:68 

to 4:82.  Additionally, Mr. Stafford did not attempt to establish in his rebuttal or surrebuttal 

testimony that test-year vacation pay expense is somehow unrepresentative of vacation pay 

expense in future years. 

Finally, the table that Mr. Stafford presented at Page 47 of his rebuttal testimony is 

identical to the table he presented at Page 15 of his revised rebuttal testimony in Docket No. 12-

0293, Ameren’s most recent formula rate case, with an additional line now added for 2013.  As 

discussed above, the Commission rejected the Company’s position on this issue in that docket, 

and should again adopt the People’s position on the vacation pay issue in this docket.  The 

Commission should reduce the Company’s rate base by $6,782,000 for the People’s 

recommended vacation pay adjustment. 

 

3. ADIT for Metro East Transfer 

The People and Staff21 propose a rate base adjustment to account for an accumulated 

deferred income tax (“ADIT”) item of approximately $5.624 million22, related to AIC’s Metro 

East plant.  This adjustment reverses the ADIT debit that Ameren improperly applied when it 

acquired the Metro East assets from Union Electric (“UE”) in 2005.  Because an ADIT debit 

reduces the net ADIT balance, it is necessary to remove the debit amount so that the ADIT 

balance properly reflects the ADIT benefit associated with UE’s Illinois plant.   This adjustment 

is the remaining amount of the UE-related ADIT debit which has fallen through amortization 

                                                
21 Staff Ex. 2.0, Sch. 2.04. 
22 AG Cross-Exhibit 7, Company Workpaper B-9a, cells 17E and 18F. 
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since 2005.  The ADIT debit was recorded in 2005 to Account 19023 of AIC’s then-subsidiary 

CIPS as an equal offset to Metro East-related ADIT in Account 28224 of CIPS.    AG Cross 

Exhibit 7, Company response to DR AG 6.02, Attachment.  The offset to Metro East-related 

ADIT allowed CIPS to immediately increase its rate base, depriving Illinois ratepayers of the 

ADIT benefit that had accumulated on the plant during its ownership by UE.  The AG and Staff 

adjustment would restore a portion of that benefit to Illinois ratepayers. 

In 2005, certain electric and gas plant assets comprising the Metro East service territory 

were transferred from UE, a corporate affiliate of Ameren Illinois, to CIPS.  Staff Ex. 2.0, 

14:271-275.   CIPS acquired the plant at its net book value, which for CIPS was the same as it 

was under UE’s ownership.  Id. at 14:275-277.  Upon acquisition, CIPS stepped up the cost basis 

of the asset for tax purposes to reflect the net book value.  AG Ex. 2.0 at 4:86-87.  The effect of 

the offsetting deferred income tax entry to Account 190 was to increase the Company’s electric 

service rate base by approximately $16.855 million.  Staff Ex. 7.0, Att. A, AIC response to DR 

JMO 9.02.  The net rate base value, defined as plant in service minus accumulated depreciation 

minus ADIT, clearly increased as a result of the transfer, as AG witness David J. Effron noted in 

his rebuttal testimony.  AG Ex. 4.0, 1:23 to 2:27. 

  

                                                
23 Under FERC’s standard system of accounts, Account 190 reflects amounts “by which income taxes payable for 

the year are higher because of the inclusion of certain items in income for tax purposes, which items for general 
accounting purposes will not be fully reflected in the utility’s determination of annual net income until subsequent 
years.”  18 CFR § 201.   

24 Under FERC’s standard system of accounts, Account 282 reflects “tax effects related to property . . . where 
taxable income is lower than pretax accounting income due to differences between the periods in which revenue 
and expense transactions affect taxable income and the periods in which they enter into the determination of pretax 
accounting income.”  18 CFR § 201.  In other words, if accelerated tax depreciation exceeds accounting or “book” 
depreciation, the tax benefit resulting from the difference is recorded to this account.  When accelerated tax 
depreciation expires prior to the end of the asset’s accounting life, accounting depreciation will exceed tax 
depreciation of zero, and the ADIT will be gradually reversed over time. 
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Because the plant at issue is within the state of Illinois (Order, Docket Nos. 00-0650 and 

00-0655 (cons.) at 1), Illinois gas ratepayers were exclusively receiving the benefit of Metro 

East-related ADIT immediately before the transfer.  Following the transfer to CIPS, the net 

ADIT balance on the books of CIPS for the Metro East plant was initially set to zero, and Illinois 

gas ratepayers lost the ADIT benefit formerly associated with the Metro East plant.  AG Cross 

Exhibit 7, Company response to DR AG 8.05.  Meanwhile, the former Metro East-related ADIT 

entry in Union Electric’s Account 282 was reversed, and a new deferred tax liability in an equal 

amount was recorded on the books of UE in relation to UE’s deferred intercompany taxable 

gain.  AG Cross-Exhibit 7, Company response to DR AG 8.01.  Although the Company stated in 

response to DR AG 8.01 that “the net impact on total deferred taxes on the books of UE was 

zero,” it also made clear that the ADIT item was no longer included in UE’s rate base following 

the transfer, depriving consumers of the benefit of the deferred tax adjustment.  AG Cross-

Exhibit 7, Company response to DR AG 8.07.  Nor did the Company provide any evidence that 

UE’s deferred tax liability related to the intercompany transfer of the Metro East assets was ever 

deducted from Union Electric’s rate base in Missouri Public Service Commission rate cases 

following the transfer. 

As Staff witness Michael Ostrander notes in his direct testimony, the underlying value of 

the Metro East asset was the same in the hands of CIPS as in the hands of Union Electric, but 

because the net ADIT value on the books of CIPS related to Metro East was set to zero, the total 

net rate base of the Metro East plant was made higher, and ratepayers should not be required to 

support an increase in rate base for the same asset simply because the asset changed ownership.  

Staff Ex. 2.0, 14:282-15:296.  Company witness Stafford admitted in his surrebuttal testimony 

that CIPS’s rate base, which includes the Metro East plant, increased as a result of the ADIT 
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adjustment.  AIC Ex. 18.0, 19:400.  Similarly, AG witness Effron stated that “utility holding 

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

assets between affiliates.”  AG Ex. 2.0, 6:113-114.  While the step-up basis entry in Account 190 

has been gradually decreasing over time through amortization, as shown in the attachment to the 

Company’s response to data request AG 8.10 (AG Cross-Exhibit 7), it is still positive.   

Mr. Stafford stated in his surrebuttal testimony that ADIT on most of the Metro East 

assets will be increasing on AIC’s books in 2013 and that “it is likely that the ADIT deduction 

for the transferred assets would actually be greater under AIC’s proposal to maintain the step-up 

offset entry, than if the transfer had not taken place.” AIC Ex. 18.0, 22:457-459.  First, it is 

important to note that Mr. Stafford did not quantify this likelihood or describe the methodology 

he used to make this estimate; the calculation would entail an analysis of tax vs. book 

depreciation over time for each and every depreciable asset within the Metro East electric plant.  

In fact, Mr. Stafford stated in the Company’s response to DR AG 8.10 (found in AG Cross-

Exhibit 7) that “[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.” 

 Moreover, it is irrelevant whether the Metro East ADIT deduction in 2013 might be 

greater under AIC’s proposal to maintain the step-up offset entry on its books.  The relevant 

comparison is whether, for ratemaking purposes, rate base with the Step-Up Basis entry in 

Account 190 is higher than rate base without that entry, and it unequivocally is.  Staff and the 

People did not use the value of the ADIT debit as of the date of the 2005 transaction, as Mr. 

Stafford suggests in surrebuttal testimony (AIC Ex. 18.0 at 21:426-427), but rather used the 

value as of the filing year.   
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Mr. Stafford also cites in his surrebuttal testimony prior Commission orders finding that 

there “is not a strong likelihood that consummation of the proposed [asset transfer] will result in 

the Metro East ratepayers being subject to an increase in base rates during the mandatory 

transition period.”  AIC Ex. 18.0, 20:407-409.  In response to this point, it should be noted that 

the “mandatory transition period” mentioned at page 16 of the Docket Nos. 00-0650 and 00-0655 

order that Mr. Stafford cites is from statutory language in the Illinois Public Utilities Act, which 

defines the “mandatory transition period” to end on January 1, 2007 (220 ILCS 5/16-102); thus, 

the Commission’s forecast in that order of thirteen years ago was explicitly not applicable to 

years beyond 2007 such as 2013 or 2014.  Second, the issue here is not whether the Commission 

found that Metro East ratepayers would be subject to an overall increase in base rates at the time 

of the transfer, but whether the Company’s continued accounting treatment of the specific ADIT 

– Metro East item in Account 190 results in increased rates. 

Mr. Stafford argued in his surrebuttal testimony that, because tax depreciation on the 

transferred assets was reset to year 0 of a twenty-year schedule immediately after the transfer, a 

full amount of ADIT will eventually accrue on the Metro East assets and will be deducted from 

AIC’s rate base (Id. at 20:413-420), and that to also include the ADIT that was recorded on 

Union Electric’s books just before the transfer would comprise “double counting.”  Id. at 23:466-

479.  However, money has a time value, as Mr. Stafford acknowledged elsewhere in his 

testimony (Id. at 31:637-638), and Illinois ratepayers should receive that benefit sooner rather 

than later. 

In conclusion, it is inappropriate to allow the Company and its corporate affiliates to 

increase rate base for ratemaking purposes solely by transferring an asset between corporate 
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affiliates.  The proposal of the People and Staff is that the Company’s rate base should be 

reduced by $5.624 million to account for this adjustment. 

4. OPEB Contra Liability –  Not addressed 

C. ORIGINAL COST DETERMINATION –  NOT ADDRESSED 

D. RECOMMENDED RATE BASE  

While the People did not attempt to reproduce AIC’s rate base, the People request that the 

Commission apply the adjustments described above to both the 2012 cost inputs for the “filing 

year” and to the actual 2012 costs that form the basis of the “reconciliation year” revenue 

requirement.  Both the rate base for the “filing year” and the rate base for the “reconciliation 

year” use the 2012 delivery service rate base, although the rate base for the filing year adds 2013 

projected plant additions.25   See 220 ILCS 16-108.5(d)(1).  Therefore, the adjustments to rate 

base should be made to both the filing year revenue requirement and the reconciliation revenue 

requirement.  These adjustments are necessary to remove costs that are not prudent or 

reasonable. 

1. Filing Year 

The People request that the Commission adjust the data inputs from AIC’s 2012 FERC 

Form 1 for the filing year to reflect: 

Metro East Step Up Adjustment:  Reduce rate base by $5,623,000. 

Accrued Vacation Pay:  Reduce rate base by $6,782,000. 

Cash Working Capital:  Reduce rate base by $3,651,000. 

 

                                                
25 The rate base for the filing year revenue requirement is the combination of the 2012 rate base (found at 

Sch. FR B-1, line 36) and 2012 plant additions.   Ameren Ex. 18.1, Sch. FR A-1, Line 11, referencing Sch. FR B-1, 
Lines 42, which adds line 36 to lines 37-41 (Plant Additions).  The rate base for the reconciliation year is simply 
Sch. FR B-1, line 36 (DS Rate Base Before Projected Plant Adjs).  Ameren Ex. 8.1, Sch. FR A-1 Rec, Line 11. 
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2. Reconciliation Year 

The People request that the Commission adjust the costs from AIC’s 2012 FERC Form 1 

for the reconciliation year to reflect: 

Metro East Step Up Adjustment:  Reduce rate base by $5,623,000. 

Accrued Vacation Pay:  Reduce rate base by $6,782,000. 

Cash Working Capital:  Reduce rate base by $3,651,000. 

III. OPERATING REVENUES AND EXPENSES 

A. RESOLVED ISSUES – NOT ADDRESSED 

9. Miscellaneous Operating Revenues 

Other Adjustments – Uncontested 

As agreed to by the Company26 and Staff, the People propose the following two upward 

adjustments to Miscellaneous Operating Revenues:  

Mutual Assistance Revenues 

The parties agreed to recognize $368,396 for “Mutual Assistance” revenues from other 

utilities (AG Ex. 1.3, page 1, lines 4-6).  This figure is calculated by allocating the revenue 

amount of $400,169 found on Line 22 of AIC’s Workpaper C-23b, described by the Company as 

primarily related to “mutual aid storm work” in its response to data request AG 2.06(c)27, using 

the Wages and Salaries allocator of 92.06% found in AIC Ex. 18.3, Sch. FR A-2, line 9.  This 

methodology was agreed to by the Company in its response to DR AG 5.05(a), found at AG Ex. 

1.4 at 8.  Staff witness Ebrey also recommends crediting these revenues to the Company’s 

                                                
26 AIC Ex. 9.0, 5:112-126. 
27 AG Ex. 1.4, at 2. 
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distribution service revenues following the same methodology, as shown in her Corrected 

Schedule 1.12 FY. 

Miscellaneous Billings 

The parties agreed to $250,197 for “Miscellaneous Billings” (AG Ex. 1.3, page 1, lines 7-

9).  This figure is calculated by allocating the revenue amount of $359,169 found on Line 25 of 

AIC’s Workpaper C-23b, described by the company as “revenues from non-service items, 

property management, salvage and scrap” in its response to data request AG 2.06(b),28 using the 

General Plant allocator of 69.66% found in AIC Ex. 18.3, Sch. FR A-2, line 26.  This 

methodology was agreed to by the company in its response to DR AG 5.04(a), found at AG Ex. 

1.4 at 6.  Staff witness Ebrey also recommends crediting these revenues to the Company’s 

distribution service revenues following the same methodology, as shown in her Corrected 

Schedule 1.12 FY. 

B. CONTESTED ISSUES 

1.  Miscellaneous Operating Revenues – ARES 
 

The People initially proposed three upward adjustments to the Company’s Miscellaneous 

Operating Revenues in the total amount of approximately $1.647 million.  The calculation of the 

revenue requirement should reflect the correct level of revenues so that the combination of rates 

and other revenues equal the appropriate revenue requirement.  As indicated above, the 

Company accepted two of the three adjustments, totaling approximately $0.619 million. 

 

                                                
28 AG Ex. 1.4, at 2. 
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The People propose an upward adjustment of $1,028,180 to the Company’s 

Miscellaneous Operating Revenues listed on Line 21 of Schedules FR A-1 and FR A-1 REC of 

the Company’s formula rate tariff (AIC Ex. 18.3).  This revenue amount was received by the 

Company for “vacating frequencies under Microwave Relocation Contracts,” and refers to the 

improperly-captioned “Other Electric Revenue – ARES” amount of $1.285 million listed on Line 

19 of the Company’s Workpaper C-23b.  AG Ex. 1.0c at 6:111-113.  None of this revenue was 

“Allocated To Distribution” in the Company’s filing, necessitating the AG-proposed adjustment.   

AG Ex. 1.0C, 5:106-6:110.  While the Company’s formula rate structure, Schedule FR A-2 

shows that distribution net plant comprises approximately 80% of the Company’s total electric 

plant, the Company improperly allocated all of the revenue associated with the sale of plant data 

communication spectrum to transmission services (despite never having declared it in FERC 

jurisdictional filings, as discussed below).   Id. at 6-7.  The exclusion of all of these revenues 

from the distribution services revenue requirement increases distribution rates, while excluding 

them from both FERC transmission rate filings and ICC distribution rate filings results in 

Company shareholders improperly retaining the benefit of these revenues. 

In response to a data request asking the basis for not attributing these revenues to the 

distribution revenue requirement, the Company stated:  “This account primarily includes 

payments from entities that are vacating frequencies under Microwave Relocation Contracts.”  

AG Ex. 1.4, page 1, Company response to DR AG 2.06(a).  In a further response, the Company 

asserted that AIC was using the microwave frequencies that are now being vacated for “electric 

transmission data for SCADA.”29  AG Ex. 1.4, page 4, Company response to DR AG 5.03(a).  

                                                
29 SCADA stands for “Supervisory Control and Data Acquisition.”  See, e.g., 

http://www.motorolasolutions.com/US-EN/Business+Product+and+Services/SCADA+Systems (last accessed 
October 2, 2013). 
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However, the Company also admitted that “AIC has not identified the transmission assets that 

were previously used to transmit transmission data for SCADA.  Such identification is not 

practical given that such revenues are not directly associated with one or more assets.”  AG Ex. 

1.4, page 5, Company response to DR AG 5.03(e).  Company witness Stafford reiterated these 

points in his rebuttal testimony at AIC Ex. 9.0, 39:885-891.    

In surrebuttal testimony, Mr. Stafford argued again that SCADA revenue is entirely 

transmission-related and that the “evidence” supports the Company’s position to allocate zero 

percent of such revenues to electric distribution operations.  AIC Ex. 18.0, 60:1251-1252.  

However, upon cross-examination, he could not cite to any evidence in support of his position 

other than his own statements in rebuttal and surrebuttal testimony.  Tr. at 268:12-15.   

AG witness Michael L. Brosch observed in direct testimony that the Company had not 

identified any specific FERC-regulated transmission assets or operations related to the 

microwave relocation revenues.  AG Ex. 1.0C, 7:133-143.   The Company was further unable to 

show that these revenues were not related to the Company’s distribution assets or operations.  

AG Ex. 3.0, 6:124-126.  Thus, Mr. Brosch recommended that these revenues be allocated 

between the Company’s Distribution and Transmission functions using AIC’s net plant 

allocation factor, as shown on lines 1 through 3 of AG Ex. 1.3, page 1.  In the absence of a more 

specific or direct allocation, it is appropriate to use the allocation factor the Company generally 

uses to determine transmission/distribution plant ratios.  Multiplying the total revenue amount of 

$1.285 million by the Net Plant Allocation Factor of 79.99 percent shown on Sch. FR A-2, line 

20 of AIC’s formula rate tariff (AIC Ex. 18.3) yields the People’s proposed adjustment of 

approximately $1.028 million. 
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Mr. Stafford also complained in surrebuttal that “where the Company or AG has 

proposed to reduce recovery of operating expenses or rate base investments recorded on AIC’s 

FERC Form 1, Mr. Brosch has made no proposal to shift such costs to the FERC jurisdiction for 

cost recovery.”   AIC Ex. 18.0, 60:1242-1246.  However, downward ratemaking adjustments to 

operating expenses or rate base investments are generally proposed where the amounts at issue 

were not reasonable and necessary for distribution service; a determination that costs are 

unreasonable or unnecessary for distribution does not imply that they should be allocated to 

transmission service.  Moreover, there has been no indication by AIC that the Company has 

incurred any costs in connection with the revenues it received from cellular carriers in return for 

vacating certain microwave radio frequencies.  Mr. Stafford’s suggestion that Mr. Brosch should 

be faulted for not proposing recovery of non-existent costs in transmission rates should be 

rejected as a red herring, at best.   

While claiming that these revenues are solely transmission related, the Company also 

admitted that these revenues have not been credited to the FERC transmission jurisdiction for 

ratemaking purposes.  The Company asserted that “AIC intends to explore whether the 

appropriate revenues can be credited to ratepayers under the formula in the Company’s next 

FERC jurisdictional filing.”  AG Ex. 1.4, pages 4-5, Company response to DR AG 5.03(b).   See 

also Ameren Ex. 9.0 at 39:876-877.   

During cross-examination, Ameren witness Stafford admitted that the Company has not 

yet credited the microwave revenues to the FERC jurisdiction.  Tr. at 267:6-11.  Moreover, when 

asked to estimate the likelihood that the Company will, in fact, credit the revenues to ratepayers 

in the next FERC filing, Mr. Stafford declined to offer a quantitative estimate.  He did admit that 

“there’s no way” to get 2012 revenues reflected in Attachment O of the Company’s next FERC 
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filing, because the Company is using a forward-looking test year for FERC filings.  Tr. at 

267:18-24.  Mr. Stafford allowed that the Company “would be exploring” and “ha[s] started th[e] 

discussion internally [regarding]” the possibility of including 2013 microwave revenues in a 

future FERC filing, but did not allow for the possibility that 2012 revenues might be included in 

a future FERC filing.  Tr. at 267:25 to 268:4.   

The combination of Ameren’s unsupported assertion that all of the microwave relocation 

revenues are transmission related, and Ameren’s admission that it has not actually credited any 

of those revenues to the 2012 transmission revenue requirement should convince the 

Commission that Ameren’s treatment of these revenues is unreasonable and does not reflect the 

actual relationship between the revenues and their source.   As Mr. Brosch stated in his rebuttal 

testimony, Company shareholders will receive a “windfall benefit” if plant-related revenues 

received by the Company are not accounted for in either the FERC or ICC jurisdiction.  AG Ex. 

3.0, 5:100-105.  In rebuttal30 and surrebuttal31 testimony, Mr. Stafford denied the possibility that 

Company shareholders might receive a “windfall” from the SCADA revenues, citing the 

Company’s “inten[tion] to explore” whether the revenues can be credited to ratepayers in the 

Company’s next FERC filing.  However, whether he labels the revenues retained by shareholders 

a windfall or simply admits that such revenues are not reflected in either the transmission or the 

distribution revenue requirement, the result is the same:  ratepayers are unfairly and 

unreasonably denied the benefit of these revenues.  

  

                                                
30 AIC Ex. 9.0, 39:878-884. 
31 AIC Ex. 18.0R, 59:1229 to 60:1233. 
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For these reasons, the Commission should approve the adjustment set forth at lines 1-3 of 

AG Exhibit 1.3, page 1, and recognize $1,028,180 in the Company’s Miscellaneous Operating 

Revenues listed on Line 21 of Schedules FR A-1 and FR A-1 REC of the Company’s formula 

rate tariff revenues and in determining Ameren’s rates. 

 

2. Relocation Expense – Loss on Sale and Payroll Uploading (Account 588) 
– Not addressed   

 
3. Purchases-Other (Account 588) – Not addressed 

 
4. Other Credit Card Expenses 

Ameren refers to credit card expenses incurred by its employees as “P-card” expenses.   

In Ameren’s last formula rate docket, the Commission disallowed certain P-card expenses, 

specifically, expenses related to jackets and other clothing for employees, certain booth 

decorations and athletic event tickets.  Order at 68, ICC Docket 12-0293 (Dec. 5, 2012); AG Ex. 

1.0 at 33.  Ameren was asked to identify 2012 P-card expenses that were “part of or comparable 

to the P-card expenses that were disallowed in the Commission’s Docket No. 12-0293.”   

Ameren identified $4,843 in P-card expenses as “comparable.”  AG Ex. 1.5, p. 3 of 7 (para. e).  

The Commission closely reviewed P-card expenses in Docket 12-0293.  These expenses 

ranged from less than a dollar to more than $11,000 individually, but in total were approximately 

$102,225 in the 2011 test year. Final Order at 67.  Based upon its review, the Commission 

excluded $10,266 of these expenditures.  Id. 67-68.   The Commission should treat the P-card 

expenses in this docket consistently with the treatment of P-card expenses in Ameren’s last 

formula rate docket, and disallow expenses that Ameren identified as comparable to those 
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disallowed in Docket 12-0293.  The People request that the Commission disallow $4,843 in P-

card expenses, which were assigned to Account 909.  AG Ex. 1.3 C, page 3.   

5. Sponsorship Expense (Account 930.1)  
6. Community Outreach Expense (Account 908)  
7. Advertising and Public Relations Expense  

In reviewing Ameren’s FERC Form 1 cost inputs under formula rates, the Commission 

retains its authority and obligation to review costs to determine if they are prudent and 

reasonable.  220 ILCS 5/16-108.5(d)(3)(quoted above at page 8).    As noted above, the 

Commission has the authority to disallow costs that are unnecessary to the provision of utility 

service, or that the utility has not justified in amount.  Commonwealth Edison Co. v. Illinois 

Commerce Commission, 405 Ill.App.3d 389, 398 (2010).    

The Public Utilities Act includes special treatment for advertising costs and specifically 

defines “advertising” as follows: 

 "Advertising" means the commercial use, by an  electric, gas, water, or sewer 
utility, of any media, including newspapers, printed matter, radio and television, 
in order to transmit a message to a substantial number of members of the public or 
to such utility's consumers; 
 

220 ILCS 5/9-225(1)(a).  Advertising is further divided among “political,” “promotional” and 

“goodwill or institutional” advertising, each specifically defined by the statute.  Id. at 9-

225(1)(b), (c), (d).  The Act directs the Commission not to consider “expenditures for 

promotional, political, institutional or goodwill advertising, unless the Commission finds the 

advertising to be in the best interest of the Consumer” 32  or certain conditions specified in the 

                                                
32  Section 9-225(1)(b) states:  “the Commission shall not consider, for the purpose of determining any 
rate, charge or classification of costs, any direct or indirect expenditures for promotional, political, 
institutional or goodwill advertising, unless the Commission finds the advertising to be in the best interest 
of the Consumer or authorized as provided pursuant to subsection 3 of this Section.”  
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statute are met.33 The statute describes eight allowable categories and “other.”  In reviewing 

public relations and advertising expenses, the Commission applies the definitions and 

requirements of Section 9-225. 

The People focused review upon the Company’s Public Relations expenses, rather than 

the Information and Instructional Advertising that was carefully analyzed by Commission Staff.  

At the outset, AIC reported $845,000 as its 2012 electric public relations in Miscellaneous and 

General Expense Account 930.2.  This amount is almost three times larger than the average of 

such expenses in the prior three years (($220 + $316 + $330)/3 = $288.67).  AG Cross Ex. 1, line 

5.  AIC failed to provide an explanation for this substantial increase in its Direct Testimony, 

although an increase of this magnitude clearly requires explanation.  Ameren Ex. 6.0.    AIC has 

also requested rate recovery for an additional $1.519 million in Account 909 for “informational 

and instructional advertising expense” for AIC’s electric operations34 and $251,000 for “general 

advertising expenses.”  AG Cross Ex. 2.  The Commission should closely examine these 

discretionary expenses because the size of Account 909 and the Account 930.1 expense increase 

raise questions about whether the expenditures were all reasonable and prudent and recoverable. 

                                                
33   Section 9-225(3) provides: The following categories of advertising shall be considered 

allowable operating expenses for gas, electric, water, or sewer utilities:  
        (a) Advertising which informs consumers how they can conserve energy or water, reduce 

peak demand for electric or gas energy, or reduce demand for water;  
         (b) Advertising required by law or regulations, including advertising required under Part I of 

Title II of the National Energy Conservation Policy Act;  
        (c) Advertising regarding service interruptions, safety measures or emergency conditions;  
        (d) Advertising concerning employment opportunities with such utility;  
        (e) Advertising which promotes the use of energy efficient appliances, equipment or services;   
        (f) Explanations of existing or proposed rate schedules or notifications of hearings thereon;  
        (g) Advertising that identifies the location and operating hours of company business offices;  
        (h) Advertising which promotes the shifting of demand from peak to off-peak hours or which 

encourages the off-peak usage of the service; and  
        (i) "Other" categories of advertisements not  includable in paragraphs (a) through (h), but 

which are not political, promotional, institutional or goodwill advertisements.  
 
34 Ameren Ex. 6.0 at 24. 
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Upon review, both Staff and People’s witness Michael Brosch found several questionable 

expenditures.  The People recommend that the public relations expenses be reduced by no less 

than $569,870.  AG Ex. 1.3 C, page 3. 

a. Potentially Comparable Simantel Expense (Account 909) 
 

b. Potentially Comparable Simantel Expense (Account 930.2) 
 

Simantel is “Ameren’s designated Agent of Record for advertising and production and 

placement” and provides communications services including strategic planning, design, and 

corporate public relations.  AG Ex. 1.0C, 38:852-853.  Ameren identified $743,635 as the 

Simantel costs reported under Account 930.2 and reflected on Ameren’s FERC Form 1.  Ameren 

Ex. 24.6.   The People recommend that the Commission reduce that expense by $393,947, 

consisting of an adjustment to remove “Focused Energy for Life” (“FEFL”) expenses of $95,705 

and half of the remaining expenses, equaling $298,242.  AG Ex 1.3C, page 3, at lines 1 and 14-

20. 

In AIC’s last electric formula rate case, Docket 12-0293, the Commission closely 

reviewed AIC’s public relations expense, including its “Focused Energy for Life” (“FEFL”) 

campaign.  It concluded that FEFL represented a “corporate wide marketing effort” that is 

“designed primarily to bring AIC's name before the general public in such a way as to improve 

the image of the utility.”  Docket 12-0293, Order at 64 (Dec. 5, 2012).  As indicated above, the 

Act generally prohibits the recovery of “goodwill or institutional advertising.”  220 ILCS 5/9-

225(1)(d)( “any  advertising either on a local or national basis designed primarily to bring the 

utility's name before the general public in such a way as to improve the image of the utility or to 
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promote controversial issues for the utility or the industry.”).  Such advertising is only a 

recoverable expense if “the Commission finds the advertising to be in the best interest of the 

Consumer” or the advertisement fits within the specified categories in Section 9-225(3).   In 

Docket 12-0293, the Commission concluded that the FEFL campaign was not a recoverable cost.  

Docket 12-0293, Order at 64 (Dec. 5, 2012).   

AG witness Bosch asked AIC to identify costs that are “comparable to activities and 

amounts disallowed by the Commission in Docket No. 12-0293.”  AG Ex. 1.5.  AIC responded 

that it identified “potentially comparable” costs that were “outside expenses incurred in 2012 

related to AMS corporate communication services charged to AIC.” AG Ex. 1.5, page 2, para. c).   

Ameren witness Kennedy provided a complete list of the expenses that fell within this category 

in Ameren Exhibit 24.6.  Of the $743,635 Simantel expense allocated to AIC, $99,476 (prior to 

jurisdictional allocation) was identified as “potentially comparable.”  Id.  A review of the 

descriptions in Ameren Exhibit 24.6 reveals both the FEFL work undertaken by Simantel, (e.g., 

lines 1-8), as well as numerous other image-enhancing messages not needed to provide reliable 

energy delivery services, including;  electricity generation messaging (e.g. Methane to 

Megawatts, Line 13; Clean Coal, Line 14), corporate communications (e.g. T. Voss speech, 

Lines 16-17; Annual Report, Lines 38-43; Town Hall, Lines 68-72; Point of View report, Lines 

83-87).   

Mr. Brosch specifically identified $95,705 of Simantel jurisdictional Public Relations 

costs in Account 930.2 that were comparable to the FEFL campaign costs that the Commission 

previously disallowed as primarily promotional and good will or institutional marketing 

advertising under subsections (1)(c) and (1)(d) of Section 9-225.  ICC Docket 12-0293, Order at 
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63-64 (Dec. 5, 2012).   See Ameren Ex. 24.3 (Ameren itemization of invoices constituting 

Potentially Comparable Disallowed Costs). 

Prior to Ameren’s development and submission of the Simantel invoice characterizations 

in Ameren Exhibit 24.6, the People asked Ameren for “illustrative copies of specimen work 

products” represented by the comparable expenditures.  AIC-AG Group Cross Exhibit 1.   

Several documents were produced, which were submitted to the record.  Id.  A review of these 

documents demonstrates that Ameren correctly concluded that they were “comparable” to certain 

activities and expenses disallowed in Ameren’s last formula rate case.  For example, Attachment 

1 is a FEFL document, which simply encourages Company employees to “act with our values in 

mind” and to listen actively and understand and respect people’s needs.  Although the target of 

this document is unclear, the message is plainly intended to improve Ameren’s image with the 

public.  Further, this document does not address any of the factors found in Section 9-225(3)(a-i).  

See footnote 33 above. 

Attachments 3 and 4 to AIC-AG Group Cross Exhibit 1 are each a media schedule, 

including media outside Illinois.  Attachments 5 and 6 are Ameren presentations, that include 

substantial reference to generation and non-Illinois jurisdictional operations, and Attachment 7 is 

the Ameren Corporate “Point of View,” which discusses Ameren’s corporate position on 10 

areas “of critical importance to our business.”  (page 4.)  The issues addressed primarily relate to 

non-distribution issues, such as climate and environmental policy, coal, natural gas, power 

prices, nuclear, renewable energy, and transmission.  (Pages 8-9.) Ameren Corporation’s 

presentation of its positions on these issues is “goodwill or institutional” advertising or public 

relations, and Ameren was correct to find them “comparable” to the disallowed expenditures in 

Docket 12-0293.  Attachments 8 and 9 are public relations related to things like Twitter and 
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Facebook, again containing little information, but keeping Ameren’s image in the public eye.  

Attachment 10 is a safety poster, utilizing an Ameren logo and appears to be part of the branding 

associated with FEFL. (See Ameren Ex. 24. 6 at line 11).  While Ameren consistently allocated 

61.60% of these costs to Illinois electric distribution customers, none of these costs are 

appropriately included in distribution rates because distribution service does not require 

expenditures on corporate branding, corporate image, and corporate positions on non-distribution 

issues. 

In addition to the $95,705 FEFL disallowance recommended by AG witness Brosch as 

comparable to the Commission’s conclusion in Docket 12-0293, AG Ex. 1.0 at 34:796-798,  the 

record shows that the Simantel expense includes the extensive image advertising and parent 

corporate messaging (reflected in the responses to Mr. Brosch’s request for “illustrative copies of 

specimen work products,” AIC-AG Group Cross Exhibit 1).  As a result of this evidence, the 

substantial increase in public relations costs in 2012 compared to the prior three years, and the 

lack of affirmative evidence demonstrating that specific public relations expenses were “in the 

best interests of consumers,” 220 ILCS 5/9-225(2), AG witness Brosch recommended that 50% 

of the Simantel expenses (net of the FEFL amount) be disallowed.  AG Ex. 3.0 at 27;  AG Ex. 

Ex. 1.0C at 38:845-851.    

Of the total Simantel expense of $743,635, the Commission should disallow $95,705 as 

the jurisdictional portion of FEFL costs, and divide the remaining amount ($647,930) in half, 

equaling $323,965 times the jurisdictional allocator 92.06%.  The non-FEFL Simantel 

jurisdictional disallowance is $298,242.  With the FEFL disallowance, the People recommend 

that the Commission remove $393,947 from the Simantel total Illlinois electric charge of 
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$743,635.  Even after these adjustments, the Simantel public relations charge of $349,688 still 

exceeds the average of the last three years’ public relations expense.   

This adjustment brings the Simantel expense to a more reasonable level and fairly reflects 

the discretionary aspect of much of the Simantel work product, the corporate and institutional 

image aspect of much of the Simantel work, and AIC’s failure to demonstrate that the public 

benefits from the public relations branding, imaging, and positioning that form the bases of much 

of Simantel’s work for AIC.  Further, the descriptions of the services provided by Simantel were 

very general, especially in the absence of more than the sample of deliverables provided in 

AIC/AG Cross Exhibit 1, making a more specific assessment of the costs impractical.35 

 

c. Other Simantel Expenses (Account 930.2) 

d. Other Public Relations Expense (Account 930.2) 

 

i. Foss Communications 

 
Ameren included 2012 expenses for communications consulting to pay for former St. 

Louis news anchor Karen Foss to coach its executives on how to communicate with media.  AG 

Ex. 1.0 at 35.  According to AIC’s response to AG data request 5.10, submitted as AG Exhibit 

3.2, Ms. Foss was formerly Ameren Senior VP of Communication and Brand Management, and 

in the test year had a verbal contract with Ameren’s Corporate Communications for a monthly 

                                                
35 For example,  AIC listed the St. Louis Business Journal Women’s Conference as a separate charge on its 

FERC Form 1 report of Public Relations Expense (page 335, line 13), but showed the same $15,202 charge and 
attribution in Ameren Exhibits 14.5, p.7, line 72 and Exhibit 24.6, line 98.  While Mr. Brosch only included this 
expense once in his adjustment shown on AG Exhibit 1.3 Corrected, the fact that it was included in the total on 
Ameren Exhibit 24.6 supports the People’s view that the excessive Simantel expense is unreasonable.    
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retainer of $6,000 per month.   AIC identified 18 three-hour training sessions and one four-hour 

meeting for Ameren President’s Performance Leadership Award, where she acted as moderator.   

It is apparent that Ms. Foss’ training was intended to enhance the Company’s image in 

the media.  Image advertising and public relations are not ordinarily recoverable costs under 

Section 9-225(1) and (2).  AIC generally argues that improving the Company’s ability to 

communicate in the media, including how to address sensitive subjects, somehow benefits 

consumers.  Ameren Ex. 24.0, 24:486-489.  However, this vague assertion, without reference to 

the specific subject matter on which the Ameren officers were allegedly trained, should be 

rejected as insufficient to overcome the prohibition on charging ratepayers for corporate 

goodwill, image or institutional advertising.36  

The People request that the Commission disallow $42,015 in AIC electric jurisdictional 

expenses representing payments for Karen Foss media image management and enhancement. 

ii. St Louis Business Journal   

AIC identified $15,202 in costs associated with its participation in the “8th Annual St. 

Louis Business Journal Women’s Conference” in its FERC Form 1 Public Relations Expenses.  

2012/Q4 Ameren Illinois FERC Form 1, page 335.  The jurisdictional portion ($13,99537) should 

be removed from AIC’s expenses because Ameren’s participation in the event was unrelated to 

electricity delivery service and constituted corporate image or goodwill advertising.  For 

example, the Ameren speaker at the event was Ms. Maureen Borkowski, President and CEO of 

Ameren Transmission Company and her talk was entitled:  “A View From The Boardroom:  

                                                
36  The statute defines advertising to include any message delivered through the media.  Section 9-225(1)(a) 

provides:  "Advertising" means the commercial use, by an  electric, gas, water, or sewer utility, of any media, 
including newspapers, printed matter, radio and television, in order to transmit a message to a substantial number of 
members of the public or to such utility's consumers.” 

37  $15,202 x 92.06% = $13,995. 
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How Great Leaders Lead.”  AG Ex. 3.0 at 24; AG Ex. 3.3.  The schedule of events does not 

show any utility related events or topics.   

In addition, while AIC listed this as a separate charge on its FERC Form 1 report of 

Public Relations Expense (page 335, line 13), AIC appears to attribute the same $15,202 8th 

Annual St. Louis Business Journal Women’s Conference charge to Simantel.  AG Ex. 3.0 at 24, 

citing Ameren Ex. 14.5, p.7, line 72.  While Mr. Brosch only included this expense once in his 

adjustment shown on AG Exhibit 1.3 Corrected, the fact that it was included in the total on 

Ameren Exhibit 24.6 suggests that there may be a double count that should be eliminated.38   

iii. Obata Design Inc. 

AIC seeks to include $6,506 as a public relations expense associated with Obata Design, 

Inc.  2012/Q4 Ameren Illinois FERC Form 1, page 335. The jurisdictional portion of that 

expense, $5,989, should be removed from AIC’s public relations expense because the expense 

relates to corporate goodwill and image.  This vendor provided design and formatting for 

Ameren’s Corporate Social Responsibility Report, which is posted on Ameren Corporation’s 

web site.  

(http:///ameren.com/Sustainability/documents/AmerenCorporateSocialResponsibilityReport.pdf.)  

Documents highlighting Ameren Corporation’s “social responsibility” clearly fall within the 

statute’s definition of "Goodwill or institutional advertising" as local or national communication 

“designed primarily to bring the utility's name before the general public in such a way as to 

improve the image of the utility or to promote controversial issues for the utility or the industry.”  

                                                
38 Ameren Exhibit 24.6 itemizes all invoices making up the $743,635 Simantel cost on the FERC Form 1, 

page 335 (add lines 30, 109, 159).  The $15,202 St. Louis Journal Women’s Conference Sponsorship is on line 98. 
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220 ILCS 5/9-225(1)(d).  As such, expenses related to this report should not be included in the 

delivery service revenue requirement. 

Ameren witness Kennedy suggested that “customers are interested in hearing about what 

their regulated utilities are doing to minimize the environmental impact of their services, and to 

utilize sustainable/renewable energy sources.”  Ameren Ex. 24.0 at 24: 494-496.  Accepting that 

some customers are interested in Ameren’s “social responsibility” does not transform a corporate 

image and goodwill document into a valid delivery services expenditure.  Ameren customers 

may be interested in Ameren’s role in generation of electricity and its use of natural resources, or 

in the expansion of its transmission facilities, but any controversial aspect of these resource 

utilization issues or practices does not extend to delivery services, which are more local and do 

not involve, e.g., the use of fossil fuels, renewable resources, or other environmental impacts.  

Mr. Kennedy recognized the focus on environmental impacts in the social responsibility report 

by citing Obata’s “unique subject matter expertise in the environmental space.”  Id.  

As shown on AG Exhibit 1.3 corrected, the People request that the Commission remove 

the $5,989 cost of Ameren’s Corporate Social Responsibility Report from Ameren’s revenue 

requirement as not a necessary or appropriate delivery services cost. 

 

 

C. RECOMMENDED OPERATING REVENUE AND EXPENSES  

While the People did not attempt to examine all of AIC’s revenues and expenses,  the 

People request that the Commission apply the adjustments described above to both the 2012 cost 

inputs for the “filing year” and to the actual 2012 costs that form the basis of the “reconciliation 

year” revenue requirement.  The Total DS Operating Expenses for the “filing year” and for the 
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“reconciliation year” use the 2012 operating expenses found on Schedules C.  The only 

differences between the cost inputs for the filing year and the reconciliation year relate to the 

effect of uncollectibles and the use of forecasted depreciation. 39   These two issues are the 

subject of the Consolidated Docket, and do not affect the adjustments discussed above. 

Therefore, the People’s recommended adjustments to net income should be made to both the 

filing year revenue requirement and the reconciliation revenue requirement.  These adjustments 

are necessary to remove costs that are not prudent or reasonable. 

1. Filing Year 

The People request that the Commission adjust the data inputs from AIC’s 2012 FERC 

Form 1 for the filing year to reflect: 

Miscellaneous operating revenues:  Increase DS Other Revenues by $1,028,180 on App 

10 to Ameren Exhibit 18.1. 

Public Relations expense:  Reduce the Miscellaneous and General Expense Account 

930.2 expense by $570,000. 

2. Reconciliation Year 

The People request that the Commission adjust the costs from AIC’s 2012 FERC Form 1 

for the reconciliation year to reflect: 

Miscellaneous operating revenues:  Increase DS Other Revenues by $1,028,180 on App 

10 to Ameren Exhibit 18.1. 

                                                
39 Total DS Operating Expenses for the filing year revenue requirement is taken from schedule C-1, 

reflecting 2012 FERC Form 1 data inputs.  Ameren Ex. 18.1, Sch. FR A-1, Line 10, referencing lines 1-9 and Sch. 
FR C-1.   Similarly, Total DS Operating Expenses for the reconciliation year revenue requirement is taken from 
schedule C-1.  The only changes relate to uncollectibles (lines 2 and 2a) and Depreciation – Forecast (line 6) which 
are the subject of the Consolidated Dockets addressing formula rate tariff changes.  See Ameren Ex. 18.1, Sch. FR 
A-1 Rec, Line 10, referencing lines 1-9 and Sch. FR C-1.  
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Public Relations expense:  Reduce the Miscellaneous and General Expense Account 

930.2 expense by $570,000. 

IV. COST OF CAPITAL AND RATE OF RETURN – Not addressed 

V. COST OF SERVICE AND RATE DESIGN – Not addressed 

VI. FORMULA RATE TARIFF – Not addressed 

VII. OTHER ISSUES – Not addressed 

VIII. CONCLUSION 

For the foregoing reasons, the People request that the Commission make the adjustments 

recommended herein and reduce Ameren Illinois’s electric distribution revenues by no less than 

$42.807 million. 

Respectfully submitted, 

The People of the State of Illinois 
 

By LISA MADIGAN, Attorney General 
 
 

         ___________/s______________________ 
Susan L. Satter 
Sameer H. Doshi 
Assistant Attorneys General 
Public Utilities Bureau 
Illinois Attorney General’s Office 
100 West Randolph Street, 11th fl. 
Chicago, Illinois 60601 
Telephone: (312) 814-1104 (Satter) 
Telephone: (312) 814-8496 (Doshi) 
Facsimile: (312) 812-3212 
E-mail: ssatter@atg.state.il.us 
E-mail: sdoshi@atg.state.il.us 

 


