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STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 

AMEREN ILLINOIS COMPANY   ) 
       )  
Rate MAP-P Modernization Action Plan -  ) Docket No. 13-0301 
Pricing Annual Update Filing   )  
      
 

EXCEPTIONS AND BRIEF ON EXCEPTIONS OF 
THE PEOPLE OF THE STATE OF ILLINOIS 

 
NOW COME the People of the State of Illinois (“AG” or “the People”), by and through  

Lisa Madigan, Attorney General of the State of Illinois, pursuant to Part 200.830 of the Illinois 

Commerce Commission’s (“the Commission”) rules, 83 Ill. Adm. Code Part 200.830, and in 

accordance with the schedule established in this docket, hereby file their Brief on Exceptions and 

Exceptions to the Proposed Order (“PO”) issued by the Administrative Law Judges (ALJs) in the 

above-captioned docket on November 14, 2013, which will establish electric distribution service 

rates for Ameren Illinois Company (“Ameren” or “AIC” or “the Company”). 

I. INTRODUCTION 

The People applaud the Proposed Order issued by the ALJs on November 14, 2013, as it 

correctly considers the evidence in the record and makes careful determinations on numerous 

complex issues.  The Proposed Order generally establishes just and reasonable rates the 

Company’s electric distribution service. 

The People take exception to one conclusion in the Proposed Order regarding 

accumulated deferred income tax on the Metro East asset, as discussed below.  The Proposed 

Order’s decision is wrongly based on prior precedent and fails to consider evidence showing that 

ratepayers should not support a higher rate base as a result of an inter-affiliate asset transfer. 
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II. Exception No. 1: ADIT – Step-up Basis Metro East 

The People take exception to the ALJs’ decision in the Proposed Order to reject their 

proposed adjustment that would remove the amount of Metro East-related accumulated deferred 

income tax (“ADIT”) debit currently recorded to the Company’s Account 190.  First, the ALJs 

noted at page 30 that “the Commission rejected adjustments substantively identical to that 

proposed in this proceeding” in two prior electric formula rate proceedings of the Company, 

Docket Nos. 12-0001 and 12-0293, and stated in the Proposed Order at 32 that the evidence in this 

proceeding was not “sufficient to support a result opposite” from the decisions on this issue in the 

two prior cases.  However, it should be noted that Illinois courts have consistently held that prior 

Commission decisions are not res judicata.  Commonwealth Edison Co. v. Ill. Comm. Comm’n et 

al., Nos. 2-08-0959 et al. (cons.), 405 Ill.App.3d 389, 407 (Sep. 30, 2010).  The Commission has 

power to deal freely with each situation that comes before it, regardless of how it may have dealt 

with a similar or even the same situation in a previous proceeding.  Id at 407-408.  Thus, the 

Commission should not feel constrained in this proceeding by its decisions reached on this issue in 

Docket Nos. 12-0001 and 12-0293.  As shown below, the evidence in this docket clearly indicates 

that the People’s proposed adjustment on this issue must be accepted by the Commission. 

The Proposed Order’s decision to reject the People’s proposed adjustment to Metro East-

related ADIT appears to be based on the finding at page 32 that “it appears from the evidence 

presented, that ratepayers will receive the appropriate tax benefits from these assets based on 

AIC's accounting for this issue.”  However, the manifest weight of the evidence did not establish 

this point.  Because the plant at issue is within the state of Illinois (Order, Docket Nos. 00-0650 

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

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

ADIT balance on the books of CIPS for the Metro East plant was initially set to zero, and Illinois 
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gas ratepayers lost the ADIT benefit formerly associated with the Metro East plant.  AG Cross 

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

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

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

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

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

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

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

Exhibit 7, Company response to DR AG 8.07.  As the People stated in their Corrected Initial 

Brief at 24, the Company did not provide any evidence that UE’s deferred tax liability related to 

the intercompany transfer of the Metro East assets was ever deducted from Union Electric’s rate 

base in Missouri Public Service Commission rate cases following the transfer. 

Staff witness Ostrander noted in direct testimony that the value of the asset was the same 

in the hands of CIPS as in the hands of Union Electric, but because the net ADIT value on the 

books of CIPS was set to zero, net rate base was made higher, and ratepayers should not be 

required to support an increase in rate base simply because the asset changed ownership.  Staff 

Ex. 2.0, 14:282-15:296.  Company witness Stafford admitted in surrebuttal testimony that CIPS’s 

rate base increased as a result of the ADIT adjustment.  AIC Ex. 18.0, 19:400.  Similarly, AG 

witness Effron stated that “utility holding companies should not be allowed to increase the net 

rate base value of assets by transferring the assets between affiliates.”  AG Ex. 2.0, 6:113-114. 

As the People demonstrated in their Corrected Initial Brief at 25 and in their Reply Brief 

at 13-14, Company witness Stafford’s statement in surrebuttal testimony that “it is likely that the 

ADIT deduction for the transferred assets would actually be greater under AIC’s proposal to 

maintain the step-up offset entry, than if the transfer had not taken place” was unsupported by 
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any calculation or data.  Additionally, while the Company stated in its Initial Brief at 15 that 

“Illinois ratepayers will receive the full tax benefits from accelerated depreciation” on the Metro 

East asset, this statement neglected to account for the time value of money, as the People noted 

at page 14 of their Reply Brief.  A dollar of ADIT benefit accumulated on an asset in 2025 is not 

worth as much to ratepayers as the same dollar of ADIT benefit in 2005.  The Company made no 

attempt to calculate the net present value of ADIT benefit to ratepayers in the two scenarios. 

The ALJs also state in the Proposed Order at 31 that “the Commission is concerned” by 

the Company’s suggestion that the People’s proposal might lead to double-counting of ADIT, i.e. 

both ADIT accumulated on Union Electric’s books and ADIT subsequently accumulated on 

CIPS’s books would be deducted from AIC rate base.  But, as the People stated in their Reply 

Brief at 15, no party is proposing to deduct the ADIT accrued at the time of the transfer, which 

would cause all of the originally-accrued deferred income tax to be “counted” for ratemaking 

purposes.  Rather, the People and Staff are proposing to eliminate from the Company’s rate base 

the Metro East step-up debit balance in Account 190, at the level to which it was amortized in 

2012.  The Company did not produce any documentation or calculations to support the existence 

of any double-counting, nor could it, given the acknowledged lack of records regarding the 

ADIT related to Metro East assets.  AG Cross-Exhibit 7, Company response to DR AG 8.10. 

In conclusion, the Company’s preferred treatment of its Metro East accounting would 

allow it to improperly increase its rate base solely as a result of an inter-affiliate asset transfer, 

and deprive current ratepayers of the full ADIT benefit they would have received for plant 

serving them absent the transfer.  To correct for this inequity, the People’s proposed adjustment 

of $5.624 million to the Company’s rate base should be approved by the Commission. 
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Exception No. 1 Proposed Language 

The Commission notes that there is no dispute among the 
parties that the tax 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 also notes that there is no dispute among 
the parties that the net Metro East-related rate base on the 
books of CIPS immediately after the transfer was higher than 
the net Metro East-related rate base on the books of UE 
immediately before the transfer.  The Commission is also 
concerned by notes the suggestion of the Company, despite 
Staff, AG, and CUB protestations to the contrary, 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. but finds that the admitted 
lack of data provided by the Company is insufficient to 
support a finding of double-counting. 

 
Having reviewed the record in this proceeding, as well as the 
findings in the prior formula rate dockets, the Commission is 
not persuaded that the evidence provided, including new 
expert testimony on rate base impacts, is sufficient to 
support a result opposite of that previously reached by the 
Commission.  The Commission finds that AIC has properly 
accounted for the treatment of the Metro East assets, and 
that it does not appears from the evidence presented, that 
ratepayers will receive the appropriate tax benefits from 
these Metro East assets based on AIC's accounting for this 
issue.  Thus, the Commission adopts the $5.624 million 
downward adjustment to rate base proposed by Staff, the 
AG, and CUB. 
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III. CONCLUSION 

WHEREFORE, the People of the State of Illinois respectfully request that the 

Commission enter a final order consistent with the recommendations made in this Brief. 

Respectfully submitted, 
 
PEOPLE OF THE STATE OF ILLINOIS 

By Lisa Madigan, Attorney General 
 

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

November 25, 2013 


