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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

 
People of the State of Illinois   ) 
       ) 13-0501 
Complaint to Suspend Tariff Changes   ) 
submitted by Ameren Illinois and to   ) 
Investigate Ameren Illinois Rate MAPP   ) 
pursuant to Sections 9-201, 9-250 and   ) 
16-108.5 of the Public Utilities Act.   ) 
       ) (Cons) 
Ameren Illinois Company    ) 
  d/b/a Ameren Illinois    ) 
       ) 13-0517 
Revisions to its formula rate structure   ) 
and protocols.     ) 
 

INITIAL BRIEF OF THE CITIZENS UTILITY BOARD 

 

Now comes the Citizens Utility Board (“CUB”), pursuant to Rules of Practice of the 

Illinois Commerce Commission (“ICC” or “the Commission”), 83 Ill. Admin. Code Part 

200.800, and pursuant to the briefing schedule established by the Administrative Law Judges 

(“ALJs”), to herby file this Initial Brief in the above-captioned proceeding.   

I. INTRODUCTION 

 On April 19, 2013, Ameren Illinois Company d/b/a Ameren Illinois (“Ameren,” “AIC” or 

“the Company”) filed a petition (docketed as ICC Docket 13-0301) pursuant to Section 16-108.5 

of the Public Utilities Act (“PUA” or “Act”), which is titled the Energy Infrastructure and 

Modernization Act, or “EIMA.”  Docket 13-0301 is Ameren’s second annual formula rate to 

Rate MAP-P Modernization Action Plan as a participating utility under the EIMA.  The EIMA 

was amended on or about May 22, 2013 by Public Act 98-0015 (“P.A. 98-0015”) to clarify the 

law on multiple contested formula rate issues previously decided by the Commission.  In 

response to P.A. 98-0015, on May 30, 2013, Ameren filed revisions to Rate MAP-P, changing 

the rate template formulae, data sources and descriptions to implement:  1) a change to use year-

end rate base components for the reconciliation year, 2) adopt use of the weighted average cost 
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of capital (“WACC”) for the interest rate on reconciliation and collar adjustments, and 3) adopt a 

year-end capital structure.  AIC Ex. 1.1 at 6:77-83.  Those tariff revisions were approved by the 

Commission on June 5, 2013 in ICC Docket 13-0385.  Id. at 6-7:84-87. 

 In Docket 13-0301, ICC Staff (“Staff”) and the Office of the Illinois Attorney General 

(“AG”) filed testimony proposing adjustments that Ameren witnesses alleged were changes to 

the formula rate structure and protocols not possible within the context of that docket (or future 

update proceedings).  AIC Ex. 1.1 at 5:36-39.  The EIMA states that: 

Subsequent to the Commission’s issuance of an order approving 

the utility’s performance-based formula rate structure and 

protocols, and initial rates under subsection (c) of this Section, the 

utility shall file, on or before May 1 of each year, with the Chief 

Clerk of the Commission its updated cost inputs to the 

performance-based formula rate for the applicable rate year and the 

corresponding new changes. 

 

220 ILCS 5/16-108.5(d).  Ameren witness Mr. Mill testified that, based on that language, he 

believed “[t]he update proceeding is limited to updating the cost inputs to the previously 

approved formula rate to derive the Filing Year and Reconciliation Year revenue requirements 

and new charges.  Based on my reading of the [statute], changes to the formula rate structure and 

protocols within the update proceedings are prohibited.”  AIC Ex. 1.1 at 7-8:107-111.  Mr. Mill 

went on to testify that changes to the formula rate template structure and protocols could only be 

made in the context of a Section 9-201 proceeding.  Id. at 8:122-124.  The statute reads: 

Subsequent changes to the performance-based formula rate 

structure or protocols shall be made as set forth in Section 9-201 of 

this Act, but nothing in this subsection (c) is intended to limit the 

Commission’s authority under Article IX and other provisions of 

this Act to initiate an investigation of a participating utility’s 

performance-based formula rate tariff, provided that any such 

changes shall be consistent with paragraphs (1) through (6) of this 

subsection (c).   

 

220 ILCS 5/16-108.5(c).  The statute later states: 
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The Commission shall not, however, have the authority in a 

proceeding under this subsection (d) [a formula rate update 

proceeding] to consider or order any changes to the structure or 

protocols of the performance-based formula rate approved 

pursuant to subsection (c) of this section. 

 

220 ILCS 5/16-108.5(d)(3).  Ameren argued, then, that the Commission could not approve the 

adjustments proposed by Staff and the AG that it claimed were changes to the formula rate 

formulae and protocols, unless those changes were approved in a Section 9-201 proceeding.  AIC 

Ex. 1.1 at 8:130-133. 

 Ameren itself desired to make certain other changes to its formula rate structure and 

protocols, and it filed revised tariff sheets reflecting those proposed changes on August 19, 2013, 

later docketed as Docket No. 13-0517.  Shortly after this filing, the AG filed a Complaint with 

the Commission requesting that it suspend that tariff filing, consolidate it with ICC Docket 13-

0301, and make the changes to the formula rate template proposed by AG witnesses in Docket 

13-0301.  Complaint by the People of the State of Illinois to Suspend Tariff Changes Submitted 

by Ameren Illinois and to Investigate Ameren Illinois Rate MAPP Pursuant to Section 9-201, 9-

250 and 16-108.5 of the Public Utilities Act (August 30, 2013) at 10 (“AG Complaint”).  The 

AG Complaint was docketed as Docket No. 13-0501.   

Ameren, Staff and the AG later filed a Joint Motion, on September 18, 2013, to 

consolidate Docket Nos. 13-0501 and 13-0517 to address formula rate template adjustments, and 

requested that the Commission not making findings regarding template adjustments in Docket 

13-0301.  Agreed Joint Motion to Consolidate and Establish a Schedule in Dockets 13-0501 and 

13-0517, and for Entry of Supervisory Order in Dockets 13-0301, 13-0501 and 13-0517 

(September 18, 2013) at 2-3 (“Joint Motion”).  That Motion was granted, resulting in the instant 

consolidated case. 



4 

 

 The nature of two consolidated cases here are:  1) an investigation pursuant to Section 

16-108.5(c) of the PUA, and 2) a tariff change proceeding pursuant to Section 9-201 of the PUA.  

Based on the statutory language quoted above, the Commission clearly has the authority to make 

changes to Ameren’s formula rate template and protocols in this proceeding, a point not 

currently in contention, considering Ameren, Staff and the AG have agreed to as much in their 

Joint Motion.  What is left at issue then is the justness and reasonableness of the changes 

proposed by the parties.   

 There are five contested adjustments at issue: 

1. Ameren’s Return on Equity Collar Calculation.  Ameren went beyond what was required 

in EIMA and inappropriately changed the calculation of rate base for purposes of 

measuring the earned return on equity (“ROE”) for the ROE collar
1
 from use of average 

rate base to use of year-end rate base numbers. 

2. The Reconcilliation Interest Calculation.  The appropriate reconciliation adjustment is the 

Company’s weighted average cost of capital (“WACC”) applied to ComEd’s net-of-tax 

reconciliation balance.   

3. Depreciation Expense.  The Company requests recovery for projected plant additions that 

will be placed in service in 2013 but it did not calculate the depreciation on that projected 

plant based on the depreciation rates it has reported will be in effect during that same 

time.   Staff Ex. 3.0 at 7:310-312. 

4. Separate Cash Working Capital Calculation for Filing and Reconciliation Year.  Because 

the Filing Year revenue requirement is bound to differ from the Reconciliation Year 

                                                 
1
 The “collar” adjustment is used to adjust the Company’s earned return on common equity when it falls outside the 

parameters of the earnings collar established by EIMA. 
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revenue requirement, separate cash working capital calculations are necessary in order to 

ensure that rates reflect actual costs.   

5. Income Tax Expense Lead for Cash Working Capital Calculation.  The Company 

artificially inflated its cash working capital by not distinguishing between current and 

deferred tax expense and using proposed lead day values for federal and state income tax 

using a hypothetical approach that computes the statutory installment “Tax Due Date,” 

rather than any actual payment data.   

Each of those issues will be discussed in detail below.     

II. FORMULA RATE ISSUES  

 B. Contested Issues 

  1. Return on Equity Collar Calculation 

The Company is proposing to use the rate base as of the end of the reconciliation year for 

the purpose of calculating the DS Common Equity Balance and fixed cost capital balances.  AG 

Ex. 2.0 at 9:186-193.  That is, the Company uses the actual rate base as of December 31, 2012, 

based on the 2012 FERC Form 1 to quantify the balance of common equity used in the ROE 

computation and the interest and preferred dividends used in the quantification of the net income 

available for common equity.  Id.   

Contrary to Ameren’s position, the revisions to the formula rate law effectuated in May 

2013 by P.A. 98-0015, which amended Section 16-108.5(c)(2) to require use of the year-end 

capital structure in the formula, did not require use of a year-end rate base in the ROE collar 

calculation.  Prior to the enactment of P.A. 98-0015, the approved formula rate protocols 

required use of average rate base for purposes of calculating both the reconciliation adjustment 

and the collar adjustment, and nothing in P.A. 98-0015 dictates or authorizes a change to the 

ROE collar calculation previously approved.  AG Ex. 2.0 at 4:215-217.  The evidence in this 
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proceeding and the law support the interpretation of CUB and the AG and Staff in 

recommending that Ameren’s ROE calculation be based on average rate base in the ROE collar 

calculation. 

The ROE collar calculation in Section 16-108.5(c)(5) provides that, if the participating 

utility’s earned ROE for the prior rate year is more than 50 basis points higher than the ROE 

calculated pursuant to Section 16-108.5(c)(3), then the utility shall apply a credit through the 

formula rate that reflects an amount equal to the value of that portion of the earned ROE that is 

more than 50 basis points higher than the ROE calculated pursuant to paragraph (c) for the prior 

rate year, adjusted for taxes.  Likewise, that subsection states that, if the participating utility’s 

earned ROE for the prior rate year is more than 50 basis points less than the ROE calculated 

pursuant to Section 16-108.5(c)(3), then the utility shall apply a charge through the formula rate 

that reflects an amount equal to the value of that portion of the earned ROE that is more than 50 

basis points less than the ROE calculated pursuant to paragraph (3) of subsection (c).  220 ILCS 

5/16-108.5(c)(3).  While the revised Section 16-108.5(c)(2) explicitly addressed the utility 

capital structure calculation, it was silent on the calculation of the ROE collar adjustment. 

When Ameren changed the reconciliation rate base from average to year-end, the formula 

coincidentally changed Schedule FR A-3 relative to the calculation of the ROE collar calculation 

described in Section 16-108.5(c)(5).  This change to the formula rate protocols was not 

authorized by P.A. 98-0015, and represents a reversal of the Commission’s prior determinations 

in Docket No. 12-0001, where the Commission approved use of average rate base for the 

purpose of measuring the ROE collar adjustment.  If Ameren’s changes to the calculation of the 

ROE collar from average rate base to year-end rate base are left unaltered, Ameren would collect 
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revenues that do not reflect the Company’s actual costs, resulting in rates that are not just and 

reasonable under Section 9-101 and 16-108.5(c) of the PUA.  

AG witness Effron testified that, rather than the end-of-year rate base, the average rate 

base for the year should be used in the calculation of the earned ROE for the purpose of the 

collar calculation.  AG Ex. 2.0 at 3:191-193.  Mr. Effron reasoned that applying the common 

equity ratio to the average rate base will produce a dollar balance that correctly represents the 

actual capital supplied by equity investors to support the Company’s rate base over the course of 

the year for which the ROE is being calculated.  Id. at 3-4:197-209.  The net income used in the 

ROE calculation is the income earned over the course of the year, not the annualized net income 

being earned at the end of the year.  Id.  To be consistent, the common equity balance used in the 

denominator of the ROE calculation should be the average balance of common equity over the 

course of the year.  Id.  In times when the common equity balance is growing, using the end of 

period balance of common equity will understate the actual ROE earned on common equity 

provided by investors over the course of the year, and in times when the common equity balance 

is decreasing, using the end of period balance of common equity will overstate the actual ROE 

earned on common equity provided by investors over the course of a year.  Id.   

Ameren claims that use of average rate base in the ROE collar calculation creates an 

artificially inflated earned ROE calculation.  AIC Ex. 2.1 at 7:678-680.  Mr. Effron responded, 

however, that “[w]hen rate base increases over the course of the year, the use of a year-end rate 

base tends to artificially deflate the calculated earned ROE relative to the ROE actually earned.”  

AG Ex. 4.0 at 4:109-111.  Ameren did not present any evidence refuting this conclusion.  Id. 

8:172-173.   
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Furthermore, the capital structure enters into the formula rate template only in the form of 

the capital structure ratios, and is therefore not relevant to the rate base to be used in the ROE 

collar computation.  Id. at 6:151-153.  Mr. Stafford’s claim that Mr. Effron’s method has the 

effect of replacing year-end capital structure balances with average capital structure balances, 

including common equity is incorrect.  AIC Ex. 2.1 at 7:674-676.  Mr. Effron is not proposing 

any changes to the capital structure used to develop the capital ratios used in calculating the rate 

of return.  AG Ex. 4.0 at 7:154-156.  Mr. Stafford is also wrong that Mr. Effron’s proposal has 

the effect of understating the common equity amount supporting reconciliation revenue 

requirement.  AIC Ex. 2.1 at 7:678-680.  Mr. Effron has not proposed any changes that affect the 

reconciliation revenue requirement either directly or indirectly.  AG Ex. 4.0 at 7:159-160. 

Mr. Stafford presented a hypothetical to illustrate his mistaken conclusion that Mr. 

Effron’s method of “mixing average with year-end balances does not work.”  In it he posits:  

Let’s say the Company issues new long-term debt and common 

equity in the amount of $100 million on February 1st of a given 

year.  That additional debt and equity obligation would be fully 

recognized as a component of the capital structure financing rate 

base for the reconciliation revenue requirement calculation. A full 

year of interest expense would be recognized as interest expense in 

calculating the ROE collar and the full amount of equity would 

also be included in the capital structure. Under the Company's 

methodology of using year-end rate base for the collar calculation, 

the two components would be synchronized. Year-end rate base 

used to calculate reconciliation revenue requirement would be 

matched with year-end capital structure components, including the 

full value of the new $100 million debt and equity issue, to derive 

a return on equity that synchronizes year-end balances of capital 

invested in rate base with sources of such funding provided from 

debt and equity included in the year-end capital structure. Under 

Mr. Effron’s method, the ROE collar computation would only 

include 50% of the debt and equity issuance even though rates 

were set based on inclusion of full balance on hand at year-end.  
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AIC Ex. 2.1 at 7-8:686-699.  Mr. Effron responded that this hypothetical does not address the 

average vs. year-end rate base issue, but rather illustrates why the Company’s use of a year-end 

rate base tends to deflate the calculated ROE relative to the actual ROE.  AG Ex. 4.0 at 5-6:116-

137.  In Ameren’s example, the use of the year-end rate base includes twelve months of the debt 

and equity issuance even though the balances were outstanding for only eleven months of the 

year.  In the more typical case of rate base increasing gradually over the course of the year, the 

distortion would be even greater.  Id.  In effect, what Mr. Stafford is claiming is that we should 

use a method that we know always understates the actual return on equity (when rate base is 

growing), because it is hypothetically possible that the alternative could theoretically in some 

circumstances potentially be less than perfect.  Id.   

Because the amendments to EIMA did not require use of year-end rate base for purposes 

of the ROE collar calculation, and because nothing has altered the Commission’s determination 

in Docket No. 12-0001 regarding use of average rate base in calculating the ROE collar, the 

Commission should adopt the recommendation of AG witness Effron to revise Ameren schedule 

FR A-1 to comport with the law and the evidence in this proceeding by using average rate base 

in the calculation of the ROE collar adjustment.  See AG Ex. 2.0 at 14:302-312. 

  2. Reconciliation Interest Calculation 

 

 The “reconciliation adjustment” is calculated by multiplying the “reconciliation balance” 

by the interest rate.  See AG Ex. 1.0 at 3:201-206.  The reconciliation balance is the total 

difference between the revenue requirement actually incurred in 2012 and the revenue 

requirement that the Commission determined in ICC Docket 12-0293.  That difference is 

collected from or credited to customers, with interest.  Id. at 3:204-206.  Ameren has 

miscalculated the reconciliation balance on which its interest rate should be applied by failing to 
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recognize the incremental income tax expense associated with the early over-recovery of 

revenues.  Id. at 5:240-243.  Because Ameren over-recovered for 2012, the reconciliation 

balance is returned to ratepayers.  Id. at 5:240-41.  Ameren incurs incremental income tax 

expenses associated with the early over-recovery of revenues.  Id. at 5:241-243.  Those 

incremental expenses reduce the actual capital Ameren realized from the temporarily-excessive 

revenues.  Id. at 5:243-246.  In this case, that reduces the amount refundable to customers.  Id. at 

6:274-275.  That is, however, the correct result, because the income tax expense Ameren paid on 

the over-recovered balance reduced the amount of capital it actually realized.  The interest on the 

reconciliation balance should be calculated only on the net over-recovery, rather than the gross. 

 The net of tax approach does now, and will continue to, properly capture deferred tax 

benefits and it is more accurate in accounting for all of the economic impacts caused by revenue 

requirement reconciliation.  Id. at 10-11:371-373.  This is so, even though computing interest on 

the reconciliation balance net of income taxes will not immediately benefit ratepayers.  In future 

cases, whenever the reconciliation balance is positive, which is likely to often be the case, as a 

result of the significant capital investments required of participating utilities under the EIMA, the 

net of tax approach will protect ratepayers from excessive reconciliation balances.  AG Ex. 1.0 at 

10:363-371.   

 The PUA dictates that in the formula rate reconciliation: 

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. 

 

220 ILCS 5/16-108.5(d)(1).  That language directs the Commission to calculate interest on the 

over- or under- collection at the Company’s weighted average cost of capital (“WACC”).  It does 
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not address whether the reconciliation balance (a term never once used in the statute) should be 

gross or net-of-tax.  It is up to the Commission to determine the specific procedures to be 

employed in calculating over- and under-collections and related interest amounts, within the 

framework of the Act.  AG Ex. 3.0 at 5:204-206.   

This issue is particularly important as a result of the amendments to subsections (c) and 

(d) of Section 16-108.5 of the PUA, which, as noted above, now requires that the interest on the  

reconciliation balance must reflect ComEd’s actual WACC  AG Ex. 2.0 at 9-10:329-340.  

Previously, the Commission had ordered that the short-term debt rate should be the interest rate 

on reconciliation balances.  Id. at 9:329-330.  However, P.A. 98-0015 changed the reconciliation 

interest rate to the utility’s WACC – a significantly higher interest rate than short-term debt, 

which, depending on the size of the reconciliation balance, could represent a substantial portion 

of the net revenue requirement.  Id. at 9:334-337.  Applying the WACC to only the net-of-tax 

reconciliation balance reduces the overall amount of interest by about 40 percent.  AG Ex. 1.0 at 

268-272. 

 Attorney General witness Mr. Effron provided illustrative calculation to demonstrate how 

Ameren’s net cash investment could be less than the total difference between the awarded and 

actual revenue requirements.  AG Ex. 2.0 at 7:278-284.  If a $1,000 cost is deferred for figure 

recovery from customers, that cost is deductible for tax purposes.  Id.  Assuming an income tax 

rate of 40%, the cost will reduce income tax expense by $400 (40% * $1,000).  The net cash to 

carry the deferral is $600 ($1,000 - $400).  Id.  The interest rate should be applied only to this net 

balance – the company’s actual net investment.  Id.  The same logic applies when the 

reconciliation adjustment represents a credit balance owed to customers, as is the case here.  The 
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Company’s net capital actually available to the Company is the appropriate balance on which to 

calculate the interest. 

 Because the reconciliation balance is positive this year (as a result of over-recovery from 

ratepayers), calculating interest on the net-of-tax (rather than the gross) reconciliation balance 

will lessen the refund ratepayers will receive.  In years where the reconciliation balance is 

negative, as a result of under-recovery from ratepayers, the Company will collect the 

reconciliation balance from ratepayers and pay income taxes on that balance.  AG Ex. 6.0 at 

43:17-25.   

 While the Commission has not previously made a determination on this issue, this issue 

is now ripe and the evidence in this record supports the net-of-tax recommendations of the AG 

and Staff.  In ICC Docket No. 11-0721, AG witness Mr. Brosch raised concerns about the issue 

of the reconciliation balance that is allowed to earn interest.  AG Ex. 1.0 at 5:251.  At that time, 

the Commission did not make a definitive ruling, citing concerns about the completeness of the 

record.  ICC Docket 11-0721, Final Order (May 29, 2012) at 167.  Mr. Brosch also raised the 

issue in ICC Docket Nos. 12-0001 and 12-0293, Ameren Illinois Company’s initial formula rate 

setting docket and its first reconciliation, but the net-of-tax concern was not addressed in the 

Commission’s analysis and conclusions in those orders.  AG Ex. 1.0 at 5-6:257-260.  In this 

case, Mr. Brosch and Mr. Effron have provided ample evidence to support recovery of interest 

only on the net cash balance actually available to Ameren. 

The delayed collection of reconciliation revenues in 2012 created a “taxable temporary 

difference” under Generally Accepted Accounting Principles (“GAAP”), Accounting Standards 

Codification 740-10-30-5.  AG Ex. 8:315-316.  That is because reconciliation revenues are 

recorded as book revenues in the year earned (either as excess or deficiency revenues), but are 
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not income taxable until the year they are approved by the Commission and charged or credited 

to ratepayers.  Id. at 8:316-320.  Because they are not taxable until a later date, they result in 

“deferred” taxes.  Utilities continuously make large capital investments that persistently generate 

large income tax deductions which must be normalized by recording accumulated deferred 

income taxes (“ADIT”) under the GAAP rules.  Id. at 322-326.  From a ratemaking perspective, 

an ADIT balance (caused by deferred payment of recorded tax expenses) represents a significant, 

zero-cost source of capital to a utility.  Id. at 8:329-331.  That is why ADIT balance typically 

reduces rate base.  Id. at 9:334-335.  However, the formula rate is different than traditional 

ratemaking – the deferred taxes associated with formula rate reconciliation balances are more 

dynamic, and the template used to calculate the reconciliation balances is formulistic.  Id. at 

9:336-338.  As a result, more precise accounting for reconciliation interest is possible by simply 

applying the interest rate only to the net-of-tax reconciliation balance.  Id. at 9:338-340.   

To be clear, this is an adjustment not to the reconciliation balance itself, but to the portion 

of the balance on which interest is calculated.  AG Ex. 4.0 at 11:258-261.  This adjustment 

impacts only the interest portion of the reconciliation adjustment.  Id. at 11:261-262.  There is no 

dispute that when the Company ultimately recovers (or, in this case, refunds) the reconciliation 

balance, the net cash it receives (or refunds) is the reconciliation balance net of income taxes.  Id. 

at 12:272-274.  The net cash is what the Company has foregone (or what it is holding pending 

the refund), and it is this net cash requirement (or source) on which the interest should be 

calculated.  Id. at 274-276. 

Mr. Brosch explained the changes to Ameren’s schedules that are required in order to 

apply his recommendation to calculate interest only on the net-of-tax reconciliation balance.  See 
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AG Ex. 1.0 at 10:353-362.  The Commission should adopt those changes, which appropriately 

compute the interest on the reconciliation balance by recognizing the impact of income taxes.   

  3. Depreciation Expense 

 Staff witness Mr. Ostrander demonstrated that the Company’s updated depreciation study 

should be used for 2013 projected depreciation expense.  The Company requests recovery for 

projected plant additions that will be placed in service in 2013 but it did not calculate the 

depreciation on that projected plant based on the depreciation rates it has reported will be in 

effect during that same time.   Staff Ex. 3.0 at 7:310-312. 

 The Company opposed Mr. Ostrander’s adjustment in ICC Docket 13-0301 because it 

believed that it would not fit within the ICC authorized formula rate template.  ICC Docket 13-

0301, AIC Ex. 17.0 at 8:156-170.  However, the Company agrees with the adjustment in this 

docket, and reflected Mr. Ostrander’s proposed changes in the formula rate structure and 

protocols filed in ICC Docket 13-0517 on August 19, 2013.  AIC Ex. 3.0 at 2-3:36-54.   The 

Commission should approve these template changes. 

  4. Separate Cash Working Capital Calculation for Filing and   

   Reconciliation Year 

 

The Commission should adopt Staff witness Mr. Ostrander’s method of calculating a 

second Cash Working Capital (“CWC”) amount that recognizes the differences between the 

Company’s Filing Year and Reconciliation Year
2
.  The Company, instead, uses the same CWC 

for both years.  Staff Ex. 7.0 at 2:39-43.  The Company’s method ignores the derivative change 

that results in CWC from the inclusion of filing year projected plant additions in the revenue 

requirement.  See, id. at 3:65-68.  Furthermore, a CWC based up on the filing year is not 

                                                 
2
 By Staff’s definition, the Filing Year (“FY”) is the year the revenue requirement was established for delivery 

service rates effective January 2014.  The Reconciliation Year (“RY”) is the reconciliation filing year revenue 

requirement, or the year in which costs were projected that are trued-up to actual costs from that same period, in this 

case 2012.  See Staff Ex. 7.0 at 2:29-34. 
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representative of the CWC requirement in the reconciliation year.  Id. at 3:49-50.  The Filing 

Year revenue requirement is bound to be different than the Reconciliation Year revenue 

requirement, and, thus, using the same CWC for both years would result in rates that do not 

represent actual costs and revenues.  The Commission should consistently apply the derivative 

changes to Ameren’s revenue requirement and thus require the Company to use separate CWC 

amounts that recognize the differences between the Company’s Filing and Reconciliation years. 

 Docket No. 13-0301, from which this docket is derived, is the first formula rate 

proceeding in which AIC has a Reconciliation Year Revenue Requirement, so this is essentially 

an issue of first impression for the Commission.  In Docket Nos. 12-0001 and 12-0293, 

Ameren’s initial formula rate docket and its first reconciliation docket, respectively, the CWC 

calculation included the projected plant additions and the associated derivative adjustments for 

the Filing Year Revenue Requirement.  Staff Ex. 7.0 at 3:59-64.  AIC’s direct testimony in 

Docket No. 13-0301 included the CWC calculation based upon the projected plant additions and 

the associated derivative adjustments for both the Filing Year Revenue Requirement and the 

Reconciliation Year Revenue Requirement.  Id. at 4:65-73.  In AIC’s rebuttal testimony in 

Docket No. 13-0301, its CWC calculation was not based upon the projected plant additions and 

the associated derivative adjustments for either the Filing Year Revenue Requirement or 

Reconciliation Year Revenue Requirement.  Id.  Rather, the Company’s CWC calculation for 

both the FY and RY revenue requirements was based on actual 2012 data and excluded the 

impact of 2013 projected plant additions.  Id.   

Ameren objects to Mr. Ostrander’s proposal because it requires a change to the formula 

rate template, which currently only allows one set of inputs, and because it claims the proposal is 

inconsistent with the Commission’s Order in Docket No. 12-0321, the second formula rate filing 



16 

 

of Commonwealth Edison.  AIC Ex. 2.1 at 5:192-195.  These are not appropriate or legally 

sustainable arguments for several reasons.  First, the instant docket is a Section 9-201 proceeding 

under the PUA, for which changes to the formula rate template are explicitly provided.  Second, 

the Company itself changed the CWC calculation to use the reconciliation year inputs in WP-3 in 

rebuttal testimony without seeking Commission approval outside of the formula rate proceeding 

in Docket No. 13-0301, after initially filing its CWC calculation using the FY filing year inputs.  

Staff Ex. 7.0 at 4:82-85.  Thus, the Company’s own actions concede that there is more flexibility 

in the formula rate template than its interpretation suggests.
3
  Third, the Company’s CWC 

calculation was not based upon the projected plant additions and the associated derivative 

adjustments for either the Filing Year (“FY”) Revenue Requirement or the Reconciliation Year 

(“RY”) Revenue Requirement.  The Company’s CWC calculation for both the FY and RY 

revenue requirements were based on actual 2012 data and excluded the impact of 2013 projected 

plant additions to be consistent with the Commission’s Order in Docket No. 12-0321, the second 

formula rate filing of Commonwealth Edison.  AIC Ex. 2.1 at 5:192-195. 

Ameren’s approach leads to an inaccurate CWC that does not consider plant additions 

and derivative changes in the RY and should not be accepted simply because that methodology 

was adopted in a previous formula rate proceeding.  Failing to use a second CWC for the RY 

means that ratepayers will pay for rates that do not reflect actual costs, because the FY revenue 

requirement is bound to differ from the RY revenue requirement.  Using the same CWC for both 

years means that, in at least one of the years, the revenue requirement will not represent actual 

costs and revenues, regardless of how small or large that variance in revenues may be.   

                                                 
3
 This point moots Ameren’s argument that the Commission does not have the authority to approve changes to 

ancillary formula rate schedules outside of a 9-201 proceeding.  However, since the Commission has the opportunity 

in this docket to effectuate the formula template changes requested, this is no longer an issue. 
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Mr. Ostrander described in detail the changes to Ameren’s formula rate template that are 

necessary to effectuate his proposal to incorporate two separate CWC calculations.  Staff Ex. 7.0 

at 5-6:93-109.  While the impact of this change is relatively small in this reconciliation, the 

impact of this calculation will rise as Ameren continues to make larger plant additions, which it 

must as a participating utility under EIMA.  Id. at 6:110-121.  The Commission should, 

therefore, adopt Mr. Ostrander’s method of using separate CWC amounts for the Reconciliation 

and Filing Years in order to develop cost-based delivery service rates.  220 ILCS 5/9-201(c) 

(applied through 220 ILCS 5/16-108.5(c)). 

 5. Income Tax Expense Lead for Cash Working Capital Calculation  

 

 Ameren presently has no income taxes currently payable in 2012, and therefore has no 

cash outflows or CWC requirements associated with income taxes.  AG Ex. 1.0 at 13:575-576.  

In fact, Ameren does not expect to pay any federal income taxes until after 2014.  Id. at 15:644-

45.  Therefore, 2012 Income Tax expenses should be completely deferred income tax expenses, 

which are considered non-cash expenses and are properly removed from the CWC calculations.  

Id. at 26:576-79.  The Company cannot have any CWC investment associated with income tax 

expenses that it is not paying.  Id. at 16:656-57.   

 However, the Company proposed lead day values for federal and state income tax using a 

hypothetical approach that computes the statutory installment “Tax Due Date,” rather than any 

actual payment data.  Id. at 16:660-65.  Mr. Brosch testified that applying assumed hypothetical 

statutory payment dates to non-cash expenses is not appropriate.  Id. at 16:666-69.  Deferred 

income taxes are, by definition, not paid out in cash, and are instead deferred for expected 

payment in future tax years.  Id. at 16-17:670-73.  In the case of Ameren’s income tax expense, 

that will not be until after 2014 – well after the 2012 rate year being reconciled in this case.  Id. 
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at 215:644-46.  The fact that the Company has chosen not to distinguish between current and 

deferred tax expense is not justification for the artificially inflated CWC requirement Ameren 

has produced.  AG Ex. 3.0 at 12:394-398. 

 The Commission should adopt the adjustment proposed by AG witness Mr. Brosch to 

assign zero revenue lag and expense lead days to deferred income tax expenses.   

 

IV. CONCLUSION 

 

 WHEREFORE, CUB respectfully request that the Commission adopt the positions and 

adjustments set forth in this Initial Brief and adjust AIC’s revenue requirement in ICC Docket 

13-0301 accordingly. 
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