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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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already begun planning for such a change following the Commission’s decisions in Docket Nos. 

12-0001 and 12-0293, as the People stated in their Corrected Initial Brief at page 16.   

The People also oppose the Company’s request, found in its Initial Brief at page 8, to 

recover the costs of changing its pass-through tax remittance schedule in next year’s electric 

formula rate case; the Company has not demonstrated that its current remittance schedule is 

prudent or necessary to provide safe and adequate service.  Company witness Heintz, an energy 

industry expert, “couldn’t really say” during cross-examination whether the Company’s practice 

of early remittance is common in the utility industry.  Tr. at 98:11-16; People’s Corr. Ini. Br. at 

12. 

 In summary, as stated in the People’s Corrected Initial Brief at page 14, 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.  The Commission should treat the 

Company’s pass-through taxes as it did in the Company’s two most recent formula rate dockets. 

b. Income Tax Expense Lead Days 

Based on the recommendations of AG witness Brosch, the People continue to advocate that 

Appendix 3 of the Company’s formula rate tariff, which shows revenue lags and payment leads 

for the Company’s cash working capital calculation, be modified1 as follows, as described in AG 

Exhibit 1.0C at 26-30 and page 18 of the People’s Corrected Initial Brief. 

� Appendix 3, Line 8 should be modified (or a new line 8a should be inserted 
immediately after Line 8) with the caption “(Less) Deferred Income Taxes” in 
Column A.  Any deferred income taxes, including deferred investment tax credits, 
should be entered as a credit at Column C of this new line, with the same Revenue 
Lag value in Column D as in Lines 1-7.  The formula in Columns E and F should 
be the same as in Lines 1-7. 

                                                
1 In case the Commission determines that this change to Appendix 3 would be better implemented through the 

contemporaneous Commission proceeding 13-0501 / 13-0517 (cons.), the People will advocate this same position 
in that consolidated docket. 
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� If a new Line 8a were inserted, the caption at Column B, Line 9 should be 
modified accordingly, and the SUM formulas in Columns C and F of Line 9 
should be modified. 

� The word “Current” should be inserted at the beginning of the “Income Taxes” 
caption at Line 27, column A. 

� The income tax value in Line 27, Column C should include only currently payable 
income tax and exclude any deferred income tax amount. 

This modification is necessary because the Company did not pay income taxes in 2012 

and thus had no cash working capital requirement for income tax in that year.  People’s Corr. Ini. 

Br. at 18.  The modification would also have effect in any future year in which the Company has 

deferred income tax but pays no income tax in that year.  The modification is also consistent with 

Commonwealth Edison’s (“ComEd”) treatment of its income tax for cash working capital 

purposes in its most recent electric formula rate docket, 13-0318.  AG Ex. 1.0C, 27:586-28:592; 

AG Ini. Br. at 19. 

Against the People’s recommendation, the Company states in its Initial Brief at 8 that 

“AIC has a long-standing practice of employing statutory tax rates and payment dates when 

calculating its income tax expense for revenue requirement purposes,” citing the rebuttal 

testimony of Company witness David Heintz, AIC Ex. 15.0 at 16.  The Company avers that it 

“therefore calculated its cash working capital associated with income tax expense using the 

statutory tax rates and payment dates, and combining income taxes with deferred taxes.”  AIC 

Ini. Br. at 8.  But calculating income tax expense for revenue requirement purposes tells us 

nothing about the timing of cash flows associated with such income taxes.  Ameren is not 

presently paying income taxes and therefore has no cash outflows or cash working capital 

requirements associated with income taxes.  AG Ex. 1.0C, 27:575-576.  These are not disputed 

facts.  The Company should not be allowed to ignore the distinction between the portions of 

kleiser
Typewritten Text
ICC Docket 13-0501/13-0517 (cons.)AG Initial Brief - Exhibit 4Page 10



9 
 

income tax expense that are currently payable (currently zero) and the portion of income tax 

expense that is deferred income taxes. 

The Company points to the Commission’s Order in Docket No. 12-0293, in which the 

Commission stated that it would look anew at the AG’s proposal on this issue in light of future 

new evidence.  Docket No. 12-0293, Order at 46; AIC Ini. Br. at 8-9.   In fact, AG witness 

Brosch provided extensive supporting evidence for his proposal in this proceeding, none of 

which is acknowledged or disputed in AIC’s Initial Brief.  First, he explained that the same 

Federal and State income tax laws apply to ComEd and AIC, so the treatment of income taxes in 

the lead lag studies of both utilities should be the same.  AG Ex. 1.0C, 29:634-637.  Then, Mr. 

Brosch quoted from Ameren’s SEC Form 10K where the Company indicated that no federal 

income taxes will be payable for Ameren Illinois into 2015 because of net operating loss and tax 

credit carryforwards.  According to Mr. Brosch, “Because AIC is not paying income taxes, it 

cannot have any CWC investment associated with federal income tax expense.” Id. at 29:644-

30:657.  Next, Mr. Brosch noted that the Company’s proposed expense lead day values for 

federal and state income tax expenses are computed using statutory installment tax due dates, 

rather than any actual payment data, indicating that this approach is entirely hypothetical for a 

company that is not paying income taxes and does not expect to pay income taxes in the period 

new rates established in this docket will be effective. Id. at 30:658-665. Mr. Brosch noted that 

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

payment in future tax years, such that there can be no cash working capital requirement because 

there is no current-period cash transaction.  Id. at 30:666-31:673. 

 The Company begs the question when it attempts to dismiss Mr. Brosch’s argument by 

observing that “ComEd and AIC continue to use different methods to calculate income tax 
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expense for cash working capital purposes.”  AIC Ini. Br. at 9.  That is precisely the problem: as 

Mr. Brosch stated, ComEd’s treatment of income tax expense for cash working capital purposes 

is consonant with proper accounting and ratemaking, but AIC’s is not.  People’s Corr. Ini. Br. at 

19.  Put simply, the Company should not have a cash working capital allowance for income tax 

in years when it does not pay income tax.  Appendix 3 of the Company’s formula rate tariff 

should be modified as described above. 

 

2. Accrued Vacation Reserve  

The People continue to recommend a downward adjustment of $6.782 million to the 

Company’s rate base related to the operating reserve for the Company’s vacation pay accrual, as 

described at page 20 of the People’s Corrected Initial Brief, because the Company has not 

considered its lag of approximately one year between accrual of vacation pay expense and actual 

payment thereof.  Staff witness Michael Ostrander advocates a nearly identical adjustment.  People’s 

Corr. Ini. Br. at 21; Staff Ex. 2.0 at 12-13; Staff Ini. Br. at 8-9. 

The Company claims in its Initial Brief at page 10 that “the ratepayer pays for the expense 

after the expense has been paid by AIC,” reiterating an incorrect argument already made in AIC Ex. 

18.0 (2d. Rev.) at 15-16.  The company argues that, pointing to Table 1 of Company witness 

Stafford’s rebuttal testimony, “vacation accruals were made in 2012, paid by the Company in 2013, 

and will not be reimbursed by ratepayers until 2014.”  AIC Ini. Br. at 10.  But Table 1 of Mr. 

Stafford’s rebuttal testimony demonstrates a fundamental misunderstanding of ratemaking.  The 

example presented by Mr. Stafford on pages 46-48 of his rebuttal testimony (AIC Ex. 18.0) states 

that “There was no rate case test year filed for 2005, so the 2005 accruals were not recovered in 

rates.” AIC Ex. 9.0, at 47:1051-1052.  However, as stated in the People’s Corrected Initial Brief at 
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