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BRIEF ON EXCEPTIONS 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 

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

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

I. INTRODUCTION  

 The ALJ Proposed Order of November 14, 2013 (“Proposed Order” or “PO”) correctly 

disallows certain expenses of Ameren Illinois Company (“Ameren,” “AIC” or “the Company”) 

that were not supported by the record; for example, CWC pass-through tax lead days, accrued 

vacation reserve, credit card purchases and sponsorship expenses.  However, for Accumulated 

Deferred Income Taxes (“ADIT”) – Step-Up Basis Metro, the Proposed Order incorrectly rejects 

the adjustment proposed and well-supported by Staff, the People of the State of Illinois, and 

CUB.  For the reasons stated below, the Commission should modify the Proposed Order in 

accordance with the exceptions language provided herein. 

 

 B. Contested Issues 

  4. ADIT for Metro East Transfer 

 The record evidence in this case, which includes additional support not considered in ICC 

Dockets 12-0001 or 12-0293, demonstrates that the transfer of assets between Union Electric to 
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CIPS resulted in the value of the assets included in the rate base of CIPS being greater than the 

assets had been when on the books of Union Electric.  AG Ex. 2.0 at 5:110-6:113.  The Proposed 

Order unnecessarily expresses concern about double-counting ADIT.  See Proposed Order at 32.  

There is no disagreement that when Union Electric’s assets were transferred to CIPS, the ADIT 

on UE’s books did not follow the assets, effectively increasing the value of those assets in 

CIPS’s rate base.  See Ameren Init. Br. at 14.  Ameren attempts to divert attention from that fact 

by arguing that the long-term ADIT impact had turned around the effect of the step-up of the 

value of the assets on CIPS’s books.  Id.  However, as explained in the CUB Reply Brief, the so-

called “benefit” (which is actually just normal accounting) Ameren argues offsets the initial 

ADIT impacts of the transaction is owed to ratepayers in addition to eliminating the deferred tax 

asset at issue.  CUB Reply Br. at 5-6.  The Proposed Order’s statement regarding double 

counting accepts Ameren’s argument that this adjustment is an either/or proposition – that either 

the AG/CUB and Staff adjustment is appropriate, or the long-term ADIT impact should be 

acknowledged.  In reality, however, the rate base should be appropriately set and the “new 

ADIT” should be counted.  

The AG/CUB and Staff adjustments set an appropriate rate base, and allow normal 

accounting procedures to continue.  Both actions are necessary in order for rates to be just and 

reasonable.  As CUB has explained previously, ratepayers should not receive only one part of the 

benefit they are owed.  To illustrate, CUB provided the following example as an analogy for 

Ameren’s proposition in this case.  John Doe owns a house in Shadyville.  Shadyville charges a 

2% tax rate on homes, and John Doe's home was assessed at $100,000 last year, so he paid 

$2,000 in taxes.  This year, Shadyville lowered its tax rate to 1%.  But, when John sent his check 

for $1,000, Shadyville sent it back, and said he owed $1,500 because his home was now valued 
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at $150,000. John could not believe that his home had increased so much and disputed his 

home's value.  Shadyville told John that he was right - his home was still only worth $100,000.  

But, they said, since he was paying less in taxes than he did last year, he should stop 

complaining.  Ameren has not rebutted the applicability of this example to the issue at hand. 

 Like John, ratepayers should not receive only one part of the benefit they are owed.  The 

asset’s value should be appropriately set, and the tax treatment should be appropriate.  Ameren 

admits that the transfer resulted in an increase in rate base.  Ameren Init. Br. at 14.  That cannot 

be ignored simply because other, normal accounting practices result in decreases to rate base by 

other means.  The transfer of assets should not result in an increase to the net value of the assets 

included in rate base.  AG Ex. 2.0 at 5:110-6:113.  Ameren admits that such an increase did 

occur, and the Commission should adjust the Company’s rate base to correct the effect of that 

ratemaking inequity. 

 The Proposed Order references the Commission’s findings in “the prior formula rate 

dockets” (i.e. ICC Dockets 12-0001 and 12-0293), where the Commission allowed the Company 

to include the deferred tax debit balances related to tax depreciation step-up basis metro in the 

electric rate base.  Proposed Order at 32.  The Proposed Order does not acknowledge that, in 

those cases, the ADIT that had existed before the transfer were, in effect, reduced to zero, and 

the Commission did not address the propriety of the net-of-tax value of the assets increasing as a 

result of the transfer.  AG Ex. 2.0 at 6:127-131.  The Proposed Order’s apparent concern about 

needing “sufficient” evidence to support a result “opposite” of that reached in Docket Nos. 12-

0001 and 12-0293 is, thus, unfounded.  See Proposed Order at 32. 

CUB therefore respectfully requests that the Commission make the following revisions to 

the Commission Conclusion on pages 31-32 of the Proposed Order: 
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Exception No. 1: 

 

The Commission notes that there is no dispute among the parties 

that the depreciation on the transferred assets started over after the 

transfer, as though the assets were installed and placed in service 

on the date of the transfer.  The Commission is also concerned by 

the suggestion, despite Staff, AG, and CUB protestations to the 

contrary, mindful of AIC’s complaint that that forcing AIC to 

recognize UE's ADIT as well as CIPS’ would double-count ADIT, 

as the ADIT that makes up the proposed adjustment arises from the 

same assets that are currently generating ADIT on AIC’s books.  

However, Staff, AG and CUB have provided sufficient evidence 

and explanation that their adjustment is not double-counting, but 

rather sets the asset’s value appropriately and uses the correct tax 

treatment. 

 

Having reviewed the record in this proceeding, as well as tThe 

findings in the prior formula rate dockets, did not address the 

propriety of the net-of-tax value of the assets increasing as a result 

of the transfer.  the Commission is not persuaded that the evidence 

provided is sufficient to support a result opposite of that previously 

reached by the Commission.  The Commission finds that AIC has 

not properly accounted for the treatment of the Metro East assets, 

and that it appears from the evidence presented, that ratepayers 

will not receive the appropriate tax benefits from these assets based 

on AIC's accounting for this issue unless the Staff, AG and CUB 

adjustment is adopted. Therefore, we adopt that adjustment. 
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