
STATE OF ILLINOIS 
ILLINOIS COMMERCE COMMISSION 

 
THE PEOPLE OF THE STATE OF ILLINOIS, 
ex rel. Lisa Madigan, Attorney General of the State of 
Illinois, 
 
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; 
 
AMEREN ILLINOIS COMPANY 
d/b/a Ameren Illinois, 
 
Revision to its Formula Rate Structure 
and Protocols. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

 
 
 
Docket No. 13-0501 

 
 
 
 
 
 

 
Docket No. 13-0517 (cons.) 

 
BRIEF ON EXCEPTIONS OF AMEREN ILLINOIS COMPANY 

 
Edward C. Fitzhenry 
Matthew R. Tomc 
Eric Dearmont 
AMEREN SERVICES COMPANY 
One Ameren Plaza 
1901 Chouteau Avenue 
St. Louis, Missouri 63166 
(314) 554-3533, voice 
(314) 554-4673, voice 
efitzhenry@ameren.com 
mtomc@ameren.com 
edearmont@ameren.com 

 

 
Albert D. Sturtevant 
Anne M. Zehr 
Rebecca L. Segal 
Hanna M. Conger 
WHITT STURTEVANT, LLP 
180 North LaSalle Street, Suite 2001 
Chicago, Illinois 60601 
Telephone: (312) 251-3098 
sturtevant@whitt-sturtevant.com 
zehr@whitt-sturtevant.com 
segal@whitt-sturtevant.com 
conger@whitt-sturtevant.com 

 

 
Mark A. Whitt 
Christopher T. Kennedy 
WHITT STURTEVANT LLP 
88 East Broad Street, Suite 1590 
Columbus, Ohio 43215 
Telephone: (614) 224-3912 
whitt@whitt-sturtevant.com 
kennedy@whitt-sturtevant.com 
 

DATED: November 13, 2013 



TABLE OF CONTENTS 

I.	   INTRODUCTION AND POSITION SUMMARY ......................................................... 1	  
II.	   ARGUMENT ..................................................................................................................... 1	  

A.	   Exception 1: ALJPO SECTION III.A “Return on Equity 
Collar Calculation,” Subsection 5, “Commission Conclusion” 
(ALJPO 12). ........................................................................................................... 1	  

B.	   Exception 2: ALJPO SECTION III.E “Income Tax Expense 
Lead for CWC Calculation,” Subsection 5, “Commission 
Conclusion” (ALJPO 40). ..................................................................................... 3	  
1.	   AIC has presented substantive reasons for calculating 

income tax expense lead based on statutory income tax 
rates. ............................................................................................................. 3	  

2.	   “Disparate treatment” between ComEd and AIC is 
appropriate because AIC and ComEd treat income tax for 
cash working capital differently. ................................................................. 4	  

3.	   Prior consistent treatment of this issue should not be 
discounted. ................................................................................................... 7	  

C.	   Alternative Exception 2: ALJPO SECTION III.E. “Income 
Tax Lead for CWC Calculation,” Subsection 5, “Commission 
Conclusion” (ALJPO 40). ..................................................................................... 9	  

D.	   Exception 3: ALJPO SECTION III.E. “Income Tax Lead for 
CWC Calculation,” Subsection 1, “AIC Position” (ALJPO 38). .................... 10	  

III.	   TECHNICAL CORRECTIONS .................................................................................... 11	  
IV.	   CONCLUSION ................................................................................................................ 11	  
 



I. INTRODUCTION AND POSITION SUMMARY 

AIC agrees that the Administrative Law Judges’ Proposed Interim Order (ALJPO) has 

correctly decided the return on equity collar, reconciliation interest calculation, and depreciation 

expense issues.  Although AIC opposed the Staff proposal for two cash working capital 

calculations, AIC accepts the ALJPO’s determination on that issue.  AIC takes exception, 

however, to the ALJPO’s conclusion on the income tax expense lead for cash working capital.  

The ALJPO disregards the substantive basis for the long-standing Commission practice 

concerning the calculation of income tax expense for cash working capital purposes.  On a 

related note, the ALJPO contains an incomplete summary of AIC’s position with respect to the 

income tax cash working capital issue, which should be bolstered to accurately reflect the record 

evidence in this proceeding.  Finally, although the ALJPO reaches a proper conclusion with 

respect to the use of year-end rate base in the return on equity collar calculation, the ALJPO’s 

conclusion contains contradictory and superfluous language that should be removed.  

II. ARGUMENT 

A. Exception 1: ALJPO SECTION III.A “Return on Equity Collar 
Calculation,” Subsection 5, “Commission Conclusion” (ALJPO 12). 

The ALJPO properly concludes that the collar on AIC’s return on equity should be 

calculated using year-end rate base.  (ALJPO at 12.)  As the ALJPO states, year-end rate base 

should be used “to calculate the common equity balance for the purpose of determining the 

earned ROE for the collar calculation.”  (Id.)  This conclusion appropriately recognizes the plain 

meaning of PA 98-0015, which required that year-end rate base be used to determine formula 

rates.  AIC appreciates the ALJs’ careful review of the statutory requirements to arrive at the 

correct result and so avoid the need for future litigation and appeals on this issue.   

However, the ALJPO states that the “Commission continues to believe that use of the 
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average rate base will produce a dollar balance that correctly represents the actual capital 

supplied by equity investors to support AIC’s rate base over the course of the year for which the 

ROE is being calculated.”  (Id.)  This statement is odd, as in the next sentence, the ALJPO 

recognizes both the importance of adhering to the law as written and intended by the General 

Assembly, and that any previous controversy has been resolved by PA 98-0015.  (Id.)  Although 

this issue has been the source of controversy in prior proceedings, the Commission has based its 

decision on the statute, not its policy preferences.  See Ameren Ill. Co., Docket 12-0001, Order, 

p. 110 (Sept. 19, 2012) (determining to use average capital structure because “[t]he Act does not 

specify exactly how the ‘actual capital structure’ is to be determined”); and Ameren Ill. Co., 

Docket 12-0293, Order, p. 111 (Dec. 5, 2012) (holding “AIC has failed to identify any change in 

law or facts that justifies deviating from the Commission’s decision in Docket No. 12-0001”).  

But the legislature has now made absolutely clear how “actual capital structure” is to be 

calculated—in other words, the law has changed.  And in light of the General Assembly’s 

clearly-expressed intent on this issue, AIC considers the “beliefs” of the Commission irrelevant.  

Moreover, assuming these are the Commission's “beliefs,” what is to be gained by stating this 

view?  Though surely not intended, this language appears to suggest continuing criticism of the 

General Assembly.  The Commission “is a creature of the legislature, [and] derives its power and 

authority solely from the statute.” Commonwealth Edison Co. v. Ill. Comm. Comm’n, 332 Ill. 

App. 3d 1038, 1048 (2002), quoting City of Chi. v. Ill. Comm. Comm’n, 79 Ill. 2d 213, 217-18 

(1980).  As the ALJPO recognizes, the Act has been amended to require use of year-end rate 

base.  With that legislative pronouncement, any statement of belief that other figures should be 

used, in this context or in a non-formula rate context, is unnecessary.  The language concerning 

the Commission’s “belief” is contradictory and superfluous and should be removed. 
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B. Exception 2: ALJPO SECTION III.E “Income Tax Expense Lead for CWC 
Calculation,” Subsection 5, “Commission Conclusion” (ALJPO 40). 

The Commission has held that it is appropriate for AIC to calculate the income tax 

expense lead for cash working capital purposes as AIC proposed in this proceeding.  In those 

cases, as in this one, AIC has explained why, substantively, its method is appropriate.  The 

Commission has also recognized that AIC and ComEd calculate the amount differently, and that 

the appropriateness of the difference in calculation methods would be revisited only in light of 

new evidence or an alignment of calculations conducted by the utilities.  The ALJPO states that 

the AG and CUB have presented valid reasons for reconsidering this long-standing Commission 

practice, but the evidence presented by those parties is the same as presented in previous 

Commission cases, not new, and it does not show an alignment of the utilities’ practices.  Since 

the factual record in this case is essentially the same as those in prior cases finding AIC’s method 

appropriate, there is no record support for the ALJPO’s change in position on this issue.   

1. AIC has presented substantive reasons for calculating income tax 
expense lead based on statutory income tax rates.  

The ALJPO claims that AIC and Staff’s arguments regarding income tax expense lead 

amount to nothing more than “we have always done it this way.”  (ALJPO at 40.)  Although the 

ALJPO correctly recognizes that the Commission has consistently endorsed AIC’s practice in the 

past, it implies that there is no substantive basis for AIC and Staff’s position.  The record, 

however, shows otherwise.  

As explained by AIC witness Mr. David Heintz, when determining its revenue 

requirement, AIC calculates income tax expense based on statutory rates and payment dates, and 

therefore does not differentiate between current and deferred income tax expense.  (Ameren Ex. 

5.0 at 2.)  AIC uses this calculation method because tax laws pertaining to deferral of tax 

expense can change between rate cases; faced with this uncertainty, AIC has taken a prudent 
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approach that ensures it can satisfy its tax obligations under any tax deferral circumstance.  (Id.)  

AIC’s proposal in this case conforms its cash working capital calculation to its revenue 

requirement calculation.  In other words, AIC’s approach ensures consistency.   

Thus, AIC’s argument in this case cannot be summarized merely as “we have always 

done it this way.”  (ALJPO at 40.)  AIC has made conscious, prudent decisions with respect to its 

income tax revenue requirement and cash working capital calculations, and the Commission has 

consistently recognized the appropriateness of these calculations in previous cases.  AIC does not 

argue here that the same approach should be adopted merely because it has been adopted in prior 

cases; AIC argues that the approach should be adopted because it is an appropriate fit for AIC.  

The ALJPO disregards the record evidence submitted by AIC.  This is improper.  Bus. & Prof’l 

People for Pub. Int. v. Ill. Comm. Comm’n, 136 Ill. 2d 192, 227 (1989) (finding reversible error 

where the record contained “evidence on which to determine [an issue], but the Commission 

chose to disregard this evidence”).  The Commission should reject the ALJPO’s conclusion.  

2. “Disparate treatment” between ComEd and AIC is appropriate 
because AIC and ComEd treat income tax for cash working capital 
differently.    

The ALJPO states, “Under similar income tax circumstances, ComEd ratepayers do not 

contribute to CWC.  Why this disparate treatment of ratepayers should be allowed to continue 

has not been justified by AIC or Staff.”  (ALJPO at 40.)  However, AIC and ComEd do not have 

“similar income tax circumstances,” as the ALJPO claims.   

As explained by AIC witness Mr. Heintz, a comparison between AIC and ComEd on this 

issue is inappropriate.  (Ameren Ex. 5.0 at 3.)  ComEd calculates its income tax expense for 

revenue requirement and cash working capital purposes based on actual tax rates, as opposed to 

AIC’s method of calculating income tax expense based on statutory rates.  (Id.)  So ComEd’s 

approach is different from AIC’s.  In Docket 12-0001, the Commission found, with respect to 
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AIC, that “it has a long-standing practice of not considering current and deferred income taxes 

separately,” and that there was “no evidence present in [that] docket to cause it to vary from this 

treatment.” Ameren Ill. Co., Docket 12-0001, Order at 29.  The Commission acknowledged the 

differences between the calculation methodologies used by ComEd and AIC and found that, if 

the utilities’ “methodologies align in the future, or new evidence [is] presented,” the Commission 

would revisit the issue.  Id.  The Commission reiterated these findings in Docket 12-0293, again 

noting that no evidence had been presented in that case to cause it to vary from its long-standing 

practice.  Ameren Ill. Co., Docket 12-0293, Order at 46.   

Similarly, in Docket 12-0321, the most recent ComEd formula rate case, the Commission 

found that the differences between the methods used by AIC and ComEd to calculate cash 

working capital for income taxes were appropriate.  The Commission “acknowledge[d] that a 

different tax treatment took place in the first Ameren formula rate case,” but concluded that “the 

different tax treatment in a different rate case involving a different utility (Ameren in Docket 12-

0001) [did not] establish a material fact” in the ComEd case.  Commonwealth Edison Co., 

Docket 12-0321, Order, pp. 9-10 (Dec. 19, 2012).  Once again, the Commission held that “if the 

methodologies align in the future or new evidence is presented,” the issue would be revisited.  Id.  

The ALJPO acknowledges the Commission’s conclusion in Docket 12-0293 that the 

income tax expense lead issue would be revisited only upon new evidence, and notes that the AG 

believes it has provided such new evidence in this proceeding.  (ALJPO at 39.)  The ALJPO 

states that “AG and CUB offer valid reasons for reconsidering” the Commission’s long-standing 

practice, but does not specify which of the arguments presented by those parties it finds 

persuasive.  (Id. at 40.)  Thus, although the ALJPO is not entirely clear on this point, the “valid 

reasons” for reconsideration of Commission practice are presumably the allegedly “new” 
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evidence provided by the AG. 

However, none of the evidence the AG labeled “new” is actually new; each item of 

evidence presented in this case was also offered in Dockets 12-0001 and 12-0293.  In each of 

those cases, AIC submitted evidence similar or identical to that submitted here, and in each of 

those cases, the Commission determined that AIC’s approach was superior to that proposed by 

the AG.  As such, there is no new record evidence on this issue in this case, and therefore no 

basis in the record for the ALJPO’s determination to reverse course on the issue.   

The ALJPO apparently relies entirely upon the AG’s characterization of its evidence as 

“new,” without examination of the accuracy of the AG’s claims or of prior Commission findings 

on this issue.  But a review of the record in this case shows it contains no new information upon 

which a reversal of the Commission’s position could reasonably be based.  

The first of the four items of “new evidence” provided by the AG is that “the same 

federal and state income tax laws apply to ComEd and AIC.”  (Id. at 39.)  The same state and 

federal income tax laws have always applied to ComEd and AIC, and the AG presented no 

evidence to indicate that this statement reflects a difference from prior cases.1   

The AG’s second item of “new evidence” is that “no federal income taxes will be payable 

for AIC into 2015 because of net operating loss and tax credit carryforwards.”  (Id.)  This 

statement was included almost verbatim in the summary of the AG’s positions in the Final 

Orders in Dockets 12-0001 and 12-0293, the only difference being the relevant year.  See 

Ameren Ill. Co., Docket 12-0001, Order at 27; Ameren Ill. Co., Docket 12-0293, Order at 44 

(“AG/AARP note that Ameren has announced in its SEC Form 10Q filings that its [net operating 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1 In Docket 12-0001, CUB noted that the same bonus depreciation and deduction provisions applied to both ComEd 
and AIC.  Ameren Ill. Co., Docket 12-0001, Order at 28.  Similarly, in Docket 12-0293, the AG noted that 
“ComEd’s income tax posture is similar to AIC.”  Ameren Ill. Co., Docket 12-0293, Order at 44. 



7 
	  

loss] tax carry forwards should prevent it from actually paying federal income taxes until 2014”).  

Third, the AG claimed it introduced “new evidence” that “AIC’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.”  (ALJPO at 39.)  Again, this fact was before the 

Commission in both Docket 12-0001 and 12-0293.  Ameren Ill. Co., Docket 12-0001, Order at 

25; Ameren Ill. Co., Docket 12-0293, Order at 43 (“AIC’s calculation of income tax expense [is] 

based upon the statutory tax rates and payment dates”).   

Finally, the AG allegedly introduced “new evidence” 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 CWC requirement because there is no current-period cash 

transaction.”  (ALJPO at 39.)  The AG made identical contentions in both Docket 12-0001 and 

12-0293.  Ameren Ill. Co. Docket 12-0001, Order at 27; Ameren Ill. Co., Docket 12-0293, Order 

at 44. 

Thus, each of the items of allegedly “new” evidence which the ALJPO considered to be a 

“valid reason” for overturning long-standing Commission practice on this issue has actually been 

presented to the Commission on multiple occasions, and on each occasion, the Commission has 

determined that the evidence did not support a change in AIC’s practice.  Instead, the 

Commission has rejected identical proposals offered by the AG, based on evidence virtually 

identical to that presented in this case.  Therefore, there is no new record evidence upon which 

the ALJPO could have based its determination to reverse Commission practice.  

3. Prior consistent treatment of this issue should not be discounted. 

The Commission has consistently found AIC’s method of calculating the cash working 

capital effect of income taxes to be appropriate, both within the formula rate context, and prior to 

AIC’s participation in formula rates.  See Ameren Ill. Co. Docket 12-0001, Order at 27 (noting, 
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in AIC’s first formula rate case, a “long-standing practice” concerning the appropriateness of this 

method).  But the ALJPO tosses the Commission’s consistent practice aside, stating that “‘We 

have always done it this way,’ without more, is no justification.”  (ALJPO at 40.) 

The Commission’s consistency on this matter should not be disregarded.  The Act 

requires that the utility’s cost recovery be consistent with Commission practice.  See 220 ILCS 

5/16-108.5(c)(1).  And Commission orders cannot abruptly depart from established policy.  See 

e.g., United Cities Gas Co. v. Ill. Comm. Comm’n, 163 Ill. 3d 1, 27-28 (1994) (holding that, 

where the Commission determines to depart from past practice, the change must not be done in 

an “arbitrary or capricious manner”) and Commonwealth Edison Co. v. Ill. Comm. Comm’n, 180 

Ill. App. 3d 899, 909 (1st Dist. 1989) (“[w]hile ordinarily an administrative action taken pursuant 

to statutory authority is entitled to great deference, an agency action that represents an abrupt 

departure from past practice is not entitled to the same degree of deference by a reviewing 

court.”).  For example, in Citizens Utility Board v. Ill. Comm. Comm’n, the Commission adopted 

a proposal it had specifically rejected on three prior occasions.  166 Ill. 2d 111 (1995).  The 

Illinois Supreme Court overturned the Commission, rejecting its arguments that “equity 

principles” or “public policy” justified the departure, and finding instead that “the Commission 

[had] failed to articulate a reasoned basis for its sudden departure from the [prior] orders.” Id. at 

126, 130; see also Radio Relay Corp. v. Ill. Comm. Comm’n, 69 Ill. 2d 95, 101 (1977) (holding 

that, “[s]ubstantial weight is accorded such long-standing interpretation of a statute by the 

administrative body charged with its application.”). 

The ALJPO would desert long-standing Commission practice, even though none of the 

factual circumstances have changed, and even though the weight of evidence and Commission 

practice require the opposite conclusion.  This result is unreasonable and should not be adopted 



9 
	  

by the Commission.  The Commission should instead make the exceptions to the ALJPO that are 

contained in Appendix A.  

C. Alternative Exception 2: ALJPO SECTION III.E. “Income Tax Lead for 
CWC Calculation,” Subsection 5, “Commission Conclusion” (ALJPO 40). 

As explained above, AIC takes exception to the ALJPO’s conclusion on the income tax 

expense lead.  If, however, the Commission determines to reverse its practice of calculating cash 

working capital for income tax expenses based on statutory tax rates, and chooses to adopt the 

AG’s proposal instead, several modifications to AIC’s Appendix 3, in addition to those requested 

by the AG, would be necessary to correctly implement the AG’s proposal.  

First, the AG has proposed to revise line 8 of AIC’s Appendix 3, from “Other Revenue 

Items if Any” to “(Less) Deferred Income Taxes.”  (AG Init. Br. Ex. 5.)  However, it is necessary 

to maintain the existing line 8, entitled “Other Revenue Items if Any” in order to account for any 

adjustments to Revenues not otherwise listed in lines 1 through 7, and so that the calculation of 

Revenues is consistent with the calculation of Expenses, which includes “Other Expenses if 

Any” as line 28.   If the AG’s approach is approved, a new line 7a should be inserted into 

Appendix 3, and the existing line 8 should be retained.   

Second, the new line 7a should be named “(Less) Deferred Income Taxes (Including 

Investment Tax Credit Adjustment),” instead of “(Less) Deferred Income Taxes,” as proposed by 

the AG.  In correlation, line 27 should be named “Current Income Taxes,” instead of “Current 

Income Taxes (Including Investment Tax Credit Adjustment).”  This change is necessary 

because investment tax credit adjustments represent an amortization with no current period cash 

outlay, and are never considered to be a component of current income taxes.  The AG’s proposal, 

however, would include the investment tax credit adjustments as part of current income taxes.  

The investment tax credits are more appropriately categorized as a component of deferred 
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income taxes.  Renaming the new line 7a and the proposed line 27 would rectify the AG’s 

inappropriate categorization of these adjustments.   

D. Exception 3: ALJPO SECTION III.E. “Income Tax Lead for CWC 
Calculation,” Subsection 1, “AIC Position” (ALJPO 38). 

The ALJPO provides an incomplete summary of AIC’s position on the appropriate 

expense lead to apply to income tax expenses in the cash working capital calculation.  At the 

close of the evidentiary hearing, the ALJs ruled that the parties should incorporate by reference 

the arguments and positions taken in briefs filed in Docket 13-0301, into their briefs in this 

consolidated proceeding.  (Tr. at 59, Oct. 10, 2013.)  AIC complied with this ruling, 

incorporating its arguments regarding the income tax lead days as they were presented in Docket 

13-0301.  (AIC Init. Br. at 26; AIC Reply Br. at 20.)   

Although it appears that the summary of the AG’s position on this issue was based upon 

the AG’s Statement of Position in Docket 13-0301, the summary of AIC’s position bears only 

minimal resemblance to AIC’s Initial or Reply Briefs in this case, or to its Statement of Position 

filed in Docket 13-0301.  Indeed, an entire argumentative clause, complete with a citation, 

appears in the ALJPO’s summary of AIC’s position, but is nowhere within the position statement 

or briefs submitted by AIC in this Docket or in Docket 13-0301.  (See ALJPO at 38 (“Although 

the Commission indicated in its Order in Docket 12-0293 that this inconsistency may need to be 

reconsidered (Order at 44-46)…”)).  

AIC therefore seeks to include a more accurate summary of its position on this issue, in 

the interest of creating a full and fair record in this proceeding.  Therefore, when issuing its Final 

Order in this proceeding, the Commission should make the exceptions to the ALJPO that are 

included in Appendix A. 
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III. TECHNICAL CORRECTIONS 

AIC suggests that several technical, ministerial corrections be made to the ALJPO.  

These corrections are detailed in the Appendix A, attached hereto. 

IV. CONCLUSION 

For the reasons set forth above, AIC requests that the Commission adopt the Exceptions 

discussed above and set forth in the respective sections of Appendix A. 
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APPENDIX A 
 

DOCKET 13-0501 / 13-0517 
EXCEPTIONS OF AMEREN ILLINOIS COMPANY 

 
The following are the Exceptions of Ameren Illinois Company (AIC or Company) 

to the Administrative Law Judges’ Proposed Order (ALJPO) issued in this proceeding 

on November 1, 2013. The Exceptions are discussed in the accompanying Brief on 

Exceptions as indicated in this Appendix. Appropriate replacement language for the 

ALJPO related to each such Exception is set forth herein in blackline format.  For the 

reasons stated in AIC’s Brief on Exceptions, the Company asks that the ALJPO be 

revised to incorporate the replacement language contained in this Appendix. 
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Exception 1:   
 
ALJPO SECTION III.A “Return on Equity Collar Calculation,” Subsection 5, 
“Commission Conclusion” (ALJPO 12) should be modified as follows, as 
discussed in Section II.A of the accompanying Brief on Exceptions. 
 
How to calculate the ROE collar is certainly one of the more contested issues in this 
proceeding. The AG and AIC go to great length to explain their respective positions. 
The Commission's decisions in Docket Nos. 12-0001 and 12-0293 reflect its belief that 
use of the average rate base most accurately reflects AIC's costs. The Commission 
continues to believe that use of the average rate base will produce a dollar balance that 
correctly represents the actual capital supplied by equity investors to support AIC’s rate 
base over the course of the year for which the ROE is being calculated. Nevertheless, 
the General Assembly has indicated through PA 98-0015 that it intends for year-end 
rate base to be used in determining rates. While some ambiguity arguably exists when it 
comes to the ROE collar calculation, t The Commission finds that the overall intent of 
the General Assembly, as reflected in PA 98-0015, includes the use year-end rate base 
to calculate the common equity balance for the purpose of determining the earned ROE 
for the collar calculation. Accordingly, the changes sought by the AG concerning the 
collar calculation will not be adopted and the revisions concerning this issue approved in 
Docket No. 13-0385 will stand. 
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Exception 2: 
 
ALJPO SECTION III.E “Income Tax Expense Lead for CWC Calculation,” 
Subsection 5, “Commission Conclusion” (ALJPO 40) should be modified as 
follows, as discussed in Section II.B of the accompanying Brief on Exceptions. 
 

In reviewing the arguments on this issue, and the position of AIC and Staff can 
be best summarized as "we have always done it this way, why change now?" the 
Commission finds that AIC, as supported by Staff, has proposed the appropriate 
method for determining the income tax lead and lag.  The Commission agrees it has a 
long-standing practice of not considering current and deferred income taxes separately, 
and neither In response, the AG and nor CUB offer valid reasons for reconsidering this 
practice. No party disputes that AIC will not actually pay any income taxes until 2015, 
yet AIC would have its ratepayers contribute to CWC as if it were paying income taxes 
now. The Commission recognizes, as it has in prior cases, that it has adopted a 
different treatment for Commonwealth Edison, but notes that ComEd and AIC calculate 
income taxes using different methodologies and finds that this difference is sufficient 
justification for the differing treatment. Under similar income tax circumstances, ComEd 
ratepayers do not contribute to CWC. Why this disparate treatment of ratepayers should 
be allowed to continue has not been justified by AIC or Staff. "We have always done it 
this way," without more, is no justification. Logic and fairness to ratepayers compel the 
Commission to adopt the AG's position on this issue.  
 
 
Alternative Exception 2: 
 
ALJPO SECTION III.E “Income Tax Expense Lead for CWC Calculation,” 
Subsection 5, “Commission Conclusion” (ALJPO 40) should be modified as 
follows, as discussed in Section II.C of the accompanying Brief on Exceptions. 
 

In reviewing the arguments on this issue, the position of AIC and Staff can be best 
summarized as "we have always done it this way, why change now?" In response, the AG 
and CUB offer valid reasons for reconsidering this practice. No party disputes that AIC will 
not actually pay any income taxes until 2015, yet AIC would have its ratepayers contribute 
to CWC as if it were paying income taxes now. Under similar income tax circumstances, 
ComEd ratepayers do not contribute to CWC. Why this disparate treatment of ratepayers 
should be allowed to continue has not been justified by AIC or Staff. "We have always done 
it this way," without more, is no justification. Logic and fairness to ratepayers compel the 
Commission to adopt the AG's position on this issue. 

In order to properly implement the AG’s proposal, the following changes must be 
made to AIC’s Appendix A: (i) a new line 7a, entitled “(Less) Deferred Income Taxes 
Including Investment Tax Credit” must be added; and (ii) line 27 must be entitled “Current 
Income Taxes.” 
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Exception 3: 
 
ALJPO SECTION III.E “Income Tax Expense Lead for CWC Calculation,” 
Subsection 1, “AIC Position” (ALJPO 38) should be modified as follows, as 
discussed in Section II.D of the accompanying Brief on Exceptions. 
 

E. Income Tax Expense Lead for CWC Calculation  
 
AIC calculates the CWC associated with income tax expense using statutory tax 

rates and payment dates, and combines current income taxes with deferred taxes. The 
AG has proposed to set the revenue lag and expense lead days for income taxes to 
zero, based on its assertion that AIC is not paying income taxes and therefore has no 
CWC associated with income taxes. This change would require modification to 
Appendix 3 of the formula rate template.  
 

1. AIC Position  
 

AIC objects to the AG's proposal to alter the traditional way in which AIC has 
calculated CWC associated with income tax expense. AIC acknowledges that its 
method is different from the way in which ComEd calculates CWC associated with 
income tax expense and argues that there is no justification for requiring it to follow 
ComEd's methodology. Although the Commission indicated in its Order in Docket No. 
12-0293 that this inconsistency may need to be reconsidered (Order at 44-46), AIC 
points out that the AG has not offered any new evidence warranting such 
reconsideration at this time. AIC goes on to criticize the AG for ignoring the precedent 
set in past Commission Orders approving AIC's CWC calculation methodology. In light 
of the clear, long-standing directive of the Commission on this issue, AIC contends that 
the AG’s proposal should be rejected. 

 
AIC says that the Commission has a long-standing practice of employing 

statutory tax rates and payment dates when calculating its income tax expense for 
revenue requirement purposes. As a result, and consistent with that practice, AIC 
represents that it calculated its cash working capital associated with income tax 
expense using the statutory tax rates and payment dates, and combined income taxes 
with deferred taxes. AIC asserts that this calculation method maintains consistent 
treatment of income tax expense for ratemaking purposes, is supported by Staff, and is 
consistent with the Commission’s long-standing practice. Ameren Ill. Co., Docket 12-
0293, Order, pp. 45- 46 (“The Commission agrees that it has a long-standing practice of 
not considering current and deferred income taxes separately.”); Ameren Ill. Co., Docket 
12-0001, Order, p. 29; see also ICC Staff Ex. 7.0, p. 9 (noting that the same method 
was applied by AIC and approved by the Commission in Docket Nos. 11-0282, 09-0306 
et al. (cons.), and 07-0585 et al. (cons.)). 

AIC points out that, despite this established practice, AG witness Mr. Brosch 
recommends that the revenue lead and expense lag days for income taxes be set to 
zero in AIC’s cash working capital analysis. AIC notes that Mr. Brosch contends his 
proposal recognizes that AIC is not currently paying income taxes, as a result of 
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deferrals. Mr. Brosch also argues that his proposal is appropriate because it would 
conform AIC’s treatment of income taxes for cash working capital purposes to the 
treatment used by Commonwealth Edison. 

AIC says that the AG proffered the same arguments in AIC’s most recent electric 
formula rate proceeding, without success. Ameren Ill. Co., Docket 12-0293, Order, pp. 
44-46. AIC represents that in that case, the Commission “recognize[d] that a different 
result was adopted in the ComEd docket, Docket 11-0271; however, the Commission 
recognized in its Docket No. 12-0001 Order that ComEd and AIC calculate income 
taxes using different methodologies.” Id. AIC notes that the Commission concluded that, 
“should those methodologies align in the future, or new evidence be presented, [it 
would] re-visit the issue in future proceedings.” Id. AIC points out that although Mr. 
Brosch cited this language in his direct testimony, he admitted that ComEd and AIC 
continue to use different methods to calculate income tax expense for cash working 
capital purposes, and failed to present any new evidence on the subject whatsoever. 
AIC argues that the Commission should reject the AG’s proposal on its merits because 
it is contrary to the Commission’s clear and long-standing directive on this issue, as well 
as the evidence presented in this case. 
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Technical Exceptions 
 
1) ALJPO, page 3: 
 

A. Uncollectible Expense  
Section 16-108.5(c) provides that: “In the event the utility recovers a portion of its 

costs through automatic adjustment clause tariffs on the effective date of this 
amendatory Act of the 97th General Assembly, the utility may elect to continue to 
recover these costs through such tariffs, but then these costs shall not be recovered 
through the performance-based formula rate.” AIC currently has an automatic 
adjustment clause tariff allowing it to track its uncollectible expense and pass that cost 
on to consumers. The Commission must assure that AIC makes appropriate changes to 
Schedules FR A-1, and FR A-1 REC, FR A-3, FR A-4, and FR C-4 to remove the effect 
of the uncollectible expense from the formula rate revenue requirement. 
 
2) ALJPO, page 41: 
 

4. Commission Conclusion  
The Commission has considered the implementation suggestions and concludes 

that simpler is better in this instance. Within five business days from the entry of this 
Interim Order, AIC shall make a compliance filing, consisting of the formula rate tariffs, 
supporting schedules, and appendices that reflect the formula template changes 
approved herein. The compliance filing need not be populated with formula rate inputs. 
At the same time of its compliance filing, AIC shall provide the parties to this proceeding 
with a working Excel version of the formula rate tariffs, supporting schedules, and 
appendices. Because the record in this proceeding will remain open for some time after 
the entry of the Interim Order, if a problem exists in AIC's compliance filing, a party is 
free to submit an appropriate motion to address that problem. As AIC suggests, the 
AG's proposal is unnecessarily drawn out. 


