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ORDER 

 
By the Commission: 
 
I. INTRODUCTION 
 
 On April 19, 2013, Ameren Illinois Company d/b/a Ameren Illinois ("AIC") filed 
with the Illinois Commerce Commission (“Commission”) a verified petition under Section 
16-108.5(d) of the Public Utilities Act ("Act"), 220 ILCS 5/1-101 et seq., requesting 
approval of the second update to its Modernization Action Plan-Pricing tariff ("Rate 
MAP-P").  AIC's Rate MAP-P and corresponding changes to other tariffs were approved 
in Docket No. 12-0001 on September 19, 2012 and first updated in Docket No. 12-0293 
on December 5, 2012.  The pending filing sets forth AIC's updated cost inputs to Rate 
MAP-P based on AIC's 2012 Federal Energy Regulatory Commission ("FERC") Form 1.  
In addition, AIC's update filing includes data and calculations for the reconciliation of the 
difference between the actual costs for the 2012 rate year and the actual revenue 
requirement in effect for 2012. 
 
 AIC posted a notice of the filing of the proposed rate changes in its Peoria 
business office and published a notice twice in newspapers of general circulation within 
each of its rate zones, in accordance with the requirements of Section 9-201(a) of the 
Act, and the provisions of 83 Ill. Adm. Code 255, “Notice Requirements for Change in 
Rates for Cooling, Electric, Gas, Heating, Telecommunications, Sewer or Water 
Services.” 
 
 On May 29, 2013, the Administrative Law Judges sent AIC a list of deficiencies in 
its filing in accordance with 83 Ill. Adm. Code 285, "Standard Information Requirements 
for Public Utilities and Telecommunications Carriers in Filing for an Increase in Rates" 
("Part 285").  AIC responded to the deficiency letter on June 25, 2013. 
 
 The Citizens Utility Board (“CUB”) filed a petition seeking leave to intervene.  Air 
Products and Chemicals Company, Archer-Daniels-Midland Company, Caterpillar Inc., 
Illinois Cement Company, Keystone Consolidated Industries, Inc., Marathon Petroleum 
Company, L.P., Olin Corporation, Phillips 66, United States Steel Corporation-Granite 
City Works, University of Illinois, Viscofan USA, Inc., and Washington Mills Hennipen, 
Inc. also petitioned for leave to intervene as did the Illinois Industrial Energy Consumers 



  13-0301 

2 
 

("IIEC").  All petitions to intervene were granted.  The Office of the Attorney General 
("AG") entered an appearance on behalf of the People of State of Illinois.  Commission 
Staff ("Staff") participated as well. 
 
 Pursuant to due notice, status hearings were held in this matter before duly 
authorized Administrative Law Judges of the Commission at its offices in Springfield, 
Illinois on May 21 and September 12, 2013.  Thereafter, evidentiary hearings were held 
September 16, 17, 18, and 19, 2013.  Appearances were entered by counsel on behalf 
of AIC, Staff, the AG, CUB, and IIEC. 
 
 At the evidentiary hearings, AIC called 11 witnesses to testify.  The 11 witnesses 
include (1) Michael Getz, AIC's Controller, (2) David Heintz, a Vice President of the 
management consulting and economic advisory firm Concentric Energy Advisors, Inc., 
(3) Thomas Kennedy, III, AIC's Director of Community and Public Relations, (4) Ryan 
Martin, Assistant Vice President and Treasurer of both AIC and Ameren Services 
Company ("AMS")1, (5) Robert Mill, AIC's Senior Director of Regulatory Policy and 
Rates, (6) Ronald Pate, AIC's Vice President of Operations and Technical Services, (7) 
John Perkins, an Executive Advisor with Sussex Economic Advisors, a management 
consulting and economic advisory firm serving energy and utility clients,  (8) Ryan 
Schonhoff, a Regulatory Consultant within AIC, (9) Ronald Stafford, AIC's Director of 
Regulatory Accounting, (10) Scott Verbest, Executive Compensation Lead for AMS, and 
(11) Jacqueline Voiles, Senior Director of Regulatory Affairs for AIC. 
 
 Five witnesses testified on behalf of Staff.  The Staff witnesses include (1) 
Theresa Ebrey, (2) Mike Ostrander, and (3) Bonita Pearce, Accountants in the 
Accounting Department of the Financial Analysis Division of the Commission’s Bureau 
of Public Utilities, (4) Steve Knepler, a Supervisor in the Accounting Department, and 
(5) Rochelle Phipps, Senior Financial Analysts in the Finance Department of the 
Financial Analysis Division. 
 
 Michael Brosch, a principal with Utilitech, Inc., a consulting firm engaged 
primarily in utility rate and regulation work, and David Effron, a consultant specializing in 
utility regulation, testified on behalf of the AG.  IIEC offered Michael Gorman, a 
consultant in the field of public utility regulation and a Managing Principal with Brubaker 
& Associates, Inc., energy, economic, and regulatory consultants. 
 
 AIC, Staff, IIEC, CUB, and the AG each filed an Initial Brief and Reply Brief.  A 
Proposed Order was served on the parties.  AIC, Staff, IIEC, CUB, and the AG each 
filed a Brief on Exceptions, which have been considered in the preparation of this Order.  
The statutory deadline did not provide sufficient time for the submission of Briefs in 
Reply to Exceptions. 
 

                                            
1
 AMS is the service company subsidiary of Ameren Corporation and provides various services to its 

affiliates, including AIC. 
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II. NATURE OF AIC’S OPERATIONS 
 
 Ameren Corporation ("Ameren") formed in 1997 with the merger of Ameren 
Missouri Company ("AMC") f/k/a Union Electric Company d/b/a AmerenUE ("UE") and 
Central Illinois Public Service Company ("CIPS").  Thereafter, Ameren acquired Central 
Illinois Light Company ("CILCO") in 2002 and Illinois Power Company ("IP") in 2004.  
The service area of AIC covers roughly the lower two-thirds of Illinois.  AIC currently 
serves approximately 1.2 million electric customers and 840,000 natural gas customers.  
All of AIC's operations are within Illinois, although an affiliate of AIC (Ameren Missouri 
Company ("AMC") provides utility service in Missouri.  At one time, AMC's predecessor 
company served the St. Louis Metro East area in Illinois.  That area was later subsumed 
within the service area of AmerenCIPS.  Other affiliates of AIC provide unregulated 
services.  Effective October 1, 2010, AmerenCILCO and AmerenIP merged with and 
into AmerenCIPS, resulting in AmerenCIPS being the sole surviving legal entity.  
Simultaneously, AmerenCIPS' name was changed to Ameren Illinois Company d/b/a 
Ameren Illinois.  AIC identifies the former service areas of AmerenCIPS, AmerenCILCO, 
and AmerenIP as Rate Zone 1, Rate Zone 2, and Rate Zone 3, respectively. 
 
III. OVERVIEW OF 16-108.5 RATE PROCESS 
 
 The revisions to the Act made by Public Acts 97-0616, 97-0646, and 98-0015 
provide that an electric utility that commits to undertake an infrastructure investment 
program pursuant to Section 16-108.5(b) may elect to recover its delivery services costs 
through a performance based rate approved by the Commission.  The performance 
based rate tariff (for AIC, Rate MAP-P) sets forth a formula for calculating a delivery 
service revenue requirement that will be used to set delivery service charges for retail 
electric customers.  The formula includes the specific cost components that form the 
basis of the rates charged to the utility's delivery service customer classes.  The 
performance based rate provides for recovery of a utility's actual, prudently incurred and 
reasonable costs of electric delivery services, except for those costs that the utility 
continues to recover through automatic adjustment clause tariffs. The performance 
based rate also reflects the utility's actual capital structure for the applicable year 
(excluding goodwill) and includes a cost of equity, the calculation of which is addressed 
in Section 16-108.5.  The performance based rate is intended to operate in a 
standardized and transparent manner and be updated annually to reflect (i) historical 
data from the most recently filed FERC Form 1, plus projected plant additions and 
correspondingly updated depreciation reserve and depreciation expense for the year of 
filing, (ii) a reconciliation of the revenue requirement reflected in rates for each year, 
with what the revenue requirement would have been had the actual cost information for 
the year been available at the filing date, and (iii) any adjustments, including 
adjustments to reflect an earned rate of return on common equity outside the statutory 
range, required by Section 16-108.5(c). The rates established under this framework are 
"performance-based" because the ability to use this rate mechanism is dependent on 
the utility achieving certain metrics and performance goals for the periods they are in 
effect.  AIC's most recently filed FERC Form 1 data from 2012 provides the basis for the 
pending formula update for Rate MAP-P.  The pending updated rates under Rate MAP-
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P will go into effect January 1, 2014.  As a distributor of electricity and natural gas, AIC 
is a "combination utility" under the revisions to the Act.  As such, pursuant to Section 
16-108.5(b)(2) of the Act, AIC is to invest $625,000,000 over a ten-year period in 
electric system upgrades, modernization projects, training facilities, and other smart grid 
upgrades. 
 
IV. AIC'S PROPOSED REVENUE REQUIREMENT 
 
 In Docket No. 12-0293, the Commission approved a net revenue requirement of 
$805,540,000.  As noted above, this proceeding includes the reconciliation of revenues 
and costs for 2012.  Excluding the 2012 reconciliation component and the collar 
adjustment, AIC is requesting a revenue requirement for the filing year of $782,510,000.  
When the 2012 reconciliation component and the collar adjustment are included, AIC's 
requested revenue requirement is $726,134,000.  Overall, AIC's proposed update to its 
formula rate delivery service revenue requirement results in a decrease of $39,006,000 
from the electric revenue requirement ordered by the Commission in Docket No. 
12-0293.  AIC's calculations use a rate of return of 8.11% for the filing year and 8.16% 
for the reconciliation year. 
 
V. RATE BASE 
 

A. Resolved Issues 
 

1. Construction Work in Progress 
 

a. Accounts Payable 
 
 Staff proposes an adjustment to reduce the 2012 year end amount of 
construction work in progress ("CWIP") for the related amount of accounts payable 
outstanding at December 31, 2012.  Staff indicates that the amount of accounts payable 
related to CWIP projects represents financing by vendors rather than shareholders. 
Since the vendors are financing a certain amount of CWIP projects as of year end 2012, 
Staff asserts that shareholders should not earn a return on that portion of plant assets 
for which shareholders have not paid.   Although AIC responded in rebuttal testimony 
that the adjustment was unnecessary because AIC will pay vendors the outstanding 
amounts well in advance of collecting funds from ratepayers, AIC accepts the 
adjustment in order to narrow the issues in the case and does not contest this 
adjustment.  The Commission finds that this proposed adjustment is uncontested, is 
appropriate, and it will be adopted for the purposes of this proceeding.  
 

b. Duplicate Projects 
 
 Staff also proposes a CWIP adjustment to reduce the 2012 year end amount of 
CWIP for projects that were also included in projected plant additions.  Staff notes that 
the adjustment removes projects that were included in both the 2012 year end CWIP 
balance and in the amount of 2013 projected plant additions, and suggests it is 
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necessary because investors should not earn a return on projects included in CWIP that 
are also included in projected plant additions.  AIC has accepted Staff’s adjustment on 
this issue.  The Commission finds that this proposed adjustment is uncontested, is 
appropriate, and it will be adopted for the purposes of this proceeding. 
 

B. Contested Issues 
 

1. Cash Working Capital 
 

Cash working capital (“CWC”) is the amount of funds required to finance the 
day-to-day operations of a company.  CWC determinations are generally intertwined 
with lead-lag studies that are used to analyze the lag time between the date customers 
receive service and the date that customers’ payments are available to a company.  
This lag is offset by a lead time during which a company receives goods and services, 
but pays for them at a later date.  The “lead” and “lag” are both measured in days.  The 
dollar-weighted lead and lag days are then divided by either 365 or 366 to determine a 
daily CWC.  This CWC factor is then multiplied by the annual test year cash expenses 
to determine the amount of CWC required for operations.  The resulting amount of CWC 
is then included as part of a company’s rate base. 
 

a. Pass Through Taxes 
 

i. Staff Position 
 
 Staff proposes to use greater lead days than are used by AIC for the following 
pass-through taxes:  Energy Assistance Charges (“EAC”) and Municipal Utility Tax 
(“MUT”). Staff‘s notes that its CWC calculation differs from AIC’s in that Staff uses AIC’s 
calculation of lead days based on when pass-through taxes are required to be remitted, 
while AIC calculates lead days based on when AIC bills for services.  Staff states that 
AIC follows a practice of remitting pass-through taxes based on billing rather than 
remitting after collection, as required.  Staff suggests as an example that EAC is 
required to be remitted 20 days after the tax is collected, while AIC remits EAC by the 
20th of the month following billing rather than the 20th of the month following collection.  
 
 Staff argues that AIC’s practice of remitting pass-through taxes earlier than 
required unnecessarily increases rate base by increasing CWC, with the result that 
ratepayers pay higher rates solely because of AIC’s voluntary practice of remitting the 
taxes earlier than the taxes are due.  Staff notes that lead days for EAC and MUT were 
addressed by the Commission in AIC’s two most recent electric formula rate cases; 
Docket Nos. 12-0001 and 12-0293. Staff states that in both dockets, the Commission 
correctly adopted EAC and MUT lead days based on when the pass-through taxes were 
actually due; not when remitted by AIC.  
 
 While AIC claims that Mr. Ostrander’s proposal would require it to change its 
remittance schedule, Staff avers that Mr. Ostrander’s proposal is for rate making 
purposes only, and should the Commission adopt Mr. Ostrander’s proposal, AIC would 
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not need to alter its remittance practices.  Staff notes that AG witness Brosch proposed 
identical adjustments to those of Staff for pass-through tax lead days.  
 
 Staff believes that AIC’s claim in its Initial Brief that the adoption of the lead days 
recommended by Staff and the AG will cause AIC to change its remittance practices to 
comport with the imputed expense lead days is misleading.  Staff notes that its proposal 
is for rate making purposes only, and even if the Commission adopts Staff’s proposal, 
AIC would not need to alter its remittance practices.  Staff suggests that AIC chose its 
current practice for its own reasons, whether those be cost, convenience, or some other 
reason, and asserts that AIC can continue to enjoy the benefits of its decision, but it 
should not expect ratepayers to foot the bill. 
 
 Staff recommends that the Commission adopt Staff’s adjustment, which is also 
recommended by the AG, consistent with the Commission's decision on this issue in the 
prior formula rate cases. 
 

ii. AIC Position 
 
 AIC proposes that the expense leads for EAC and MUT be set at 4 days and 14 
days, respectively.  AIC’s proposed expense leads are based on the results of a lead-
lag study AIC conducted as part of Docket 12-0001, and updated to reflect the revenue 
and expenses for the calendar year at issue in this proceeding.  AIC notes that the 
expense leads reflect the amount of time AIC actually had access to the EAC and MUT 
funds in 2012.  Given that one purpose of this proceeding is to perform a reconciliation 
based on the “actual cost information” for 2012, AIC believes it is appropriate to utilize 
the expense leads for pass-through taxes that reflect its actual information. 
 
 As a general matter, AIC states that the lead-lag study measures the timing 
differences between when AIC incurs an expense in order to provide goods or services, 
when AIC receives cash from its customers, and when AIC makes cash payments in 
satisfaction of its obligations.  AIC notes that the purpose of a lead-lag study is to 
determine the amount of cash AIC has on hand at any given point to conduct its 
business; and a lead-lag study is based on determinations of “revenue lag” and 
“expense leads.”  AIC states that the term “revenue lag” refers to periods of time 
between when it incurs a cash outlay for provision of service, and when it receives 
payments for that service from customers.  Conversely, the term “expense lead” refers 
to the period of time between when AIC receives cash from its customers, and when it 
uses that cash to make payments in satisfaction of its obligations.   
 
 With respect to the EAC and MUT (collectively, pass-through taxes), AIC notes 
the lead-lag study set the revenue lag days at zero, since AIC does not provide services 
and so incur cash outlays associated specifically with the pass-through taxes.  To 
calculate the expense lead days applicable to pass-through taxes, the lead-lag study 
assumed that AIC collects payments from customers, on average, on the 15th of each 
month.  The lead-lag study reflected that AIC remits the EAC to the appropriate 
authority on the 20th of each month following billing, and the MUT to the appropriate 
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authority on the 30th of each month after billing.  Thus, AIC states that the lead-lag 
study determined that the lead days—the number of days AIC actually had access to 
the funds—associated with the pass-through taxes was 4 days and 14 days, 
respectively. 
 
 AIC notes that in this proceeding, Staff and the AG recommend expense lead 
days and recommend expense leads of 38.54 days for the EAC and 48.54 days for the 
MUT.  AIC suggests that their adjusted expense leads are not based on actual practice, 
however, but are simply “ratemaking” adjustments, noting that both Staff and AG 
witnesses rely entirely on previous Commission decisions to support their positions. 
 
 AIC believes that the parties’ reliance on Docket Nos. 12-0001 and 12-0293 is 
misplaced, arguing that the findings in those cases were limited to the issue of the 
appropriate revenue lag for the taxes.  AIC states that the Commission did not make 
any express finding on the expense lead in those cases, which is the issue presented in 
this docket.  In Docket No. 12-0001, Staff, AG and IIEC recommended that the revenue 
lag associated with pass-through taxes be set at zero, since the taxes are payable only 
after revenues are collected from customers, a position the Commission adopted.  
Similarly, in Docket No. 12-0293, AIC states that the parties again argued that the lag 
days for pass-through taxes should be set at zero and the Commission again agreed.  
AIC submits that neither decision considered the propriety of the expense lead days for 
pass-through taxes; therefore AIC suggests the question of the proper expense leads 
remains unresolved.   
 
 AIC submits that its proposal in this case properly accounts for the Commission’s 
decisions in Docket Nos. 12-0001 and 12-0293, which were based on the fact that AIC 
does not incur a cash outlay for pass-through taxes until after it received the funds to 
cover the expense.  AIC asserts that its proposal in this case reflects a zero-day 
revenue lag, and also reflects the appropriate expense leads—those that account for 
the actual number of days the funds associated with pass-through taxes are held by 
AIC. 
 
 AIC notes that no party disputes that AIC remits the pass-through taxes to the 
appropriate authorities shortly after receiving the funds from its customers; however, 
Staff and the AG argue that AIC could remit the funds up to 30 days later than its 
current practice.  AIC states that neither Staff nor the AG seeks to require AIC to 
change its current remittance practices, and neither party claims AIC’s remittance 
practices are improper.  Thus, AIC believes that its recommendation is the only one 
offered in this case that reflects the actual impact of the pass-through taxes on AIC’s 
CWC.  
 
 AIC complains that adoption of the lead days recommended by Staff and the AG 
for the pass-through taxes would likely cause AIC to change its remittance practices to 
comport with the imputed expense lead days.  In addition, AIC suggests it would be 
required to make systems-related changes prior to implementing any modifications in 
the remittance schedule, and such changes could require substantial time and expense.  
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For example, AIC reports and pays the EAC based upon billings, as opposed to 
collections, so it would be necessary to change the systems used to determine how the 
amount of tax due is calculated.  AIC notes that requiring such changes imposes costs 
on AIC, therefore AIC believes the better course is for the Commission to not require 
AIC to bear those costs, but instead to reflect AIC’s actual practice for pass-through 
taxes and the actual time that AIC has access to the funds at issue. 
 
 If the Commission chooses to adopt the adjusted, imputed pass-through tax lead 
days, AIC requests that the Commission also articulate in its final order in this 
proceeding that all reasonable and prudently-incurred incremental costs associated with 
the modification of the current remittance practices should be included in and recovered 
via the rates established in AIC’s next electric formula rate proceeding. 
 

iii. AG Position 
 
 The AG states that the formula rate statute provides that the Commission must 
review the utility’s cost inputs to the formula to assure that they are reasonable and 
prudent, and authorizes the Commission to disallow costs that do not meet that 
standard.  The AG argues that AIC’s calculation of its CWC allowance unreasonably 
increases its CWC allowance by including understated payment lead day values for 
certain pass-through revenue taxes, including its MUT and EAC.  The AG notes that 
AIC's lead lag study includes expense lead day values for these payments that the AG 
asserts increase the CWC balance by approximately $1.6 million.  
 
 The AG notes that MUT are imposed on “Gross Receipts” for the use of 
electricity in a municipality, and the tax is payable based upon collected revenue.  The 
AG states that a company is not required to remit the funds to local taxing authorities 
until after it receives payment from customers, creating a delay between when service is 
provided by a company, receipt of payment, and payment of MUT to the taxing 
authorities.  Likewise, the AG states that the EAC are the portion of consumers’ bills 
that is remitted to the state to fund the Supplemental Low-Income Energy Assistance 
Fund, and a company is obligated to include a state-mandated charge on consumers’ 
bills and to remit EAC funds by the 20th day of the month following the month of 
collection.  Significantly, a utility is required to remit to state authorities “moneys 
received as payment of the Energy Assistance Charge,” rather than remitting EAC as a 
tax calculated as a percentage of the value of services provided.  The AG submits that 
this language makes the EAC a purely pass-through tax. 
 
 The AG indicates that it advocates a longer payment lead than AIC does 
because the AG takes into account the allowed time that AIC may legally hold pass-
through tax funds, irrespective of any custom AIC may have of paying the taxes to 
authorities earlier than required.  By contrast, the AG notes that AIC is setting payment 
leads based on what it claims to be the actual number of days after receipt of funds to 
remittance, rather than the legally established timeline for remitting the funds.  While 
AIC witness Heintz testified that he does not know why AIC follows this practice of 
remitting the taxes early and he was unaware if this is a common practice in the utility 
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industry; the AG complains that the early payment of pass-through taxes and fees both 
increases the CWC balance upon which consumers must provide a return and 
decreases AIC's access to funds.  The AG suggests that this practice is therefore not 
prudent, and it is unreasonable to expect consumers to pay AIC the cost of capital for 
these unnecessarily early payments. 
 
 In both AIC’s and Commonwealth Edison Company’s ("ComEd") first two formula 
rate cases, the AG states that the Commission treated MUT and EAC consistent with 
the recommendations of the AG and Staff in this docket.  The AG believes the 
Commission made it clear in those orders that it would not increase the CWC balance 
due to a utility practice of paying taxes and fees sooner than required by law. 
 
 The AG notes that AIC indicates it has not changed its practice of paying the 
MUT and EAC taxes more than a month before their due date, notwithstanding the 
conclusions in Docket No. 12-0001.  Further, AIC states it has made no changes to its 
lead/lag methodology to incorporate the Commission’s conclusion that the CWC 
balance should not be increased due to earlier than necessary payment of these taxes.  
The AG argues that its and Staff’s recommendations are identical to the approach and 
adjustment adopted in AIC’s last two formula rate orders, and therefore recommend that 
the Commission adopt the proposed adjustments consistent with the adjustments 
adopted the past dockets. 
 
 While AIC suggests that AIC witness Heintz argued that his proposed payment 
lead for the MUT and EAC is based on the Company’s practice of remitting the funds 
shortly after receiving the funds from customers, the AG notes that Mr. Heintz admits 
that with respect to both the EAC and MUT, AIC could hold the funds for approximately 
one additional month before remitting the funds to taxing authorities.  
 
 The AG suggests that ratepayers should not be required to pay unnecessarily 
and unreasonably high CWC costs when an Illinois utility elects to pay taxes earlier than 
required.  While Mr. Heintz suggests that this remittance policy is prudent because none 
of the taxing authorities have questioned the amount of the tax or the process for 
determining the amount of the tax, the AG notes that he also admitted that he had not 
provided any documents from any taxing authority specifically finding fault with the 
Commission’s determination of the payment leads for the EAC and MUT in Docket Nos. 
12-0001 and 12-0293.  Additionally, while Mr. Heintz indicates he could not think of any 
reason why a governmental entity would be unhappy that the Company is remitting 
taxes earlier than legally required, the AG contends that this should not be interpreted to 
mean that AIC’s practice is necessary for the Company, is reasonable or is fair to 
consumers.  Moreover, Mr. Heinz admitted that AIC could yield interest from holding the 
cash longer, creating a benefit rather than an expense.   
 
 Although Mr. Heintz expresses concern that AIC would be required to skip a 
month of MUT and EAC payments if the Commission adopted the People’s and Staff’s 
proposed MUT and EAC payment lead days in this proceeding, the AG suggests that its 
correcting AIC's improper lead day calculation would not obligate AIC to change its tax 
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payment schedule to conform to the Commission’s treatment of AIC’s pass-through tax 
payment leads.  Moreover, Mr. Brosch stated that he was not aware that either ComEd 
or AIC had ever skipped a month of pass-through tax remittance because of the 
Commission’s treatment of such taxes in its CWC calculation in Docket Nos. 11-0721, 
12-0001, 12-0293, and 12-0321.   
 
 The AG also contends that Mr. Heintz's suggestion that adopting this modification 
would cause an “incremental expense,” fails for several reasons, including that this 
review of AIC’s CWC calculation is intended to protect consumers from paying a return 
on unnecessarily costly and imprudent cash flow practices.  The AG asserts that paying 
taxes and fees weeks earlier than required and then expecting consumers to pay a 
return on overstated CWC due to those early payments is imprudent and unreasonable.  
Additionally, while Mr. Heintz indicates he cannot quantify the incremental expense of 
modifying AIC’s remittance practices; the AG argues that it is clear that AIC is asking 
consumers to pay a return on approximately $1.6 million due to these early payments.  
The AG also notes that Mr. Heintz does not explain why AIC has not already modified 
its practices following the Commission’s decisions on this issue in past dockets, nor has 
AIC even undertaken an evaluation of the changes required to modify the remittance 
date.   
 
 The AG notes that AIC’s Initial Brief refers repeatedly to its lead-lag study in this 
case, which was originally presented as its Workpaper B-8, stating that the lead-lag 
study determined that the lead days—the number of days AIC actually had access to 
the funds—associated with the [EAC and MUT] pass-through taxes was 4 days and 14 
days, respectively.  However, the AG asserts that no such “determination” of expense 
leads for the MUT and EAC was made in the lead-lag study; rather, the spreadsheet 
simply assumes that AIC has a payment lead of 14 days for the MUT and 4 days for the 
EAC.  The AG complains that the “TAXES” tab of Workpaper B-8 carefully calculates 
the payment leads for every tax AIC pays, except for the MUT and EAC, on which it is 
silent.  The AG suggests it is difficult to take the lead-lag study seriously as support for 
this particular issue when it provides no analysis to support its conclusions. 
 
 The AG argues that AIC'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, noting that ComEd has not proposed restatement of its EAC and MUT 
payment lead values to offset for revenue collection lag days, in the manner proposed 
by AIC.  The AG suggests there is no basis for inconsistent treatment of these revenue 
taxes for AIC 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, 
therefore the CWC calculation should be adjusted as shown on AG Exhibit 1.3C, page 
2, lines 10 and 11. 
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iv. CUB Position 
 
 CUB suggests that AIC's CWC calculation of pass-through taxes, MUT and EAC, 
should be calculated using zero lead days.  CUB notes that while AIC determined the 
majority of its CWC based on the expense leads and revenue lags approved in ICC 
Docket No. 12-0001, it relied on the flawed methodology approved in its last gas rate 
case with respect to pass through taxes.  CUB notes that to support this inconsistent 
approach, AIC argues that the Commission was incorrect in ICC Docket No. 12-0001, 
AIC’s initial formula rate setting proceeding, and in the Docket No. 12-0293 Order.  CUB 
asserts that AIC’s attempt to assert a different approach to calculating pass through 
taxes than was approved by the Commission in each of the formula rate proceedings 
thus far, in the face of no distinguishing facts, should be rejected. 
 
 CUB notes that the Commission has found that “pass-through taxes should not 
be assigned a revenue lag because they are payable after revenues are collected from 
customers.”  Docket No. 11-0721 Final Order (May 29, 2012) at 46.  The Commission 
held that customers should not be required to pay the increased costs associated with a 
utility’s choice to pay taxes and charges before they are due.  In all of its most recent 
rate cases, the Commission has correctly made findings consistent with that position.   
 
 In this case, however, CUB notes that AIC has calculated its CWC requirement 
based on a flawed methodology.  Though the Commission approved that methodology 
in AIC's last gas rate case, the Commission has since made findings in each of the last 
formula rate proceedings for both AIC and ComEd (Docket Nos. 11-0721, 12-0001, 
12-0293, and 12-0321) which support a methodology more consistent with the actual 
timing of cash flows associated with pass-through taxes.  CUB suggests there has been 
no change in the remittance schedule for pass-through taxes that would justify a 
departure from the Commission’s most recent decisions. 
 
 CUB notes that with respect to pass-through taxes such as the MUT and EAC, 
AIC acts only as a collection agent—adding the taxes to customers’ bills and collecting 
the charges for later remittance to the taxing authorities, and that these taxes are not 
payable until after they have been received and collected from customers.  Thus, CUB 
suggests that the Commission’s determination to assign a zero revenue lag to pass-
through taxes was rationale, reasonable, and applicable to the facts presented here. 
 
 CUB notes that in its Initial Brief, AIC also remarkably requests that, if the 
Commission does adopt the proposal endorsed by Staff, AG and CUB on this issue, 
that the Commission defer implementation of its decision until AIC’s next gas rate 
proceeding.  CUB suggests that such a deferral is unnecessary and inappropriate, 
noting that no deferral took place in AIC’s previous electric formula rate cases.  
Regardless of the Commission’s decision in this case, CUB states there is no need for 
AIC to alter its remittance practices, and it is free to continue making actual remittance 
in accordance with current practice.  CUB states the only issue here is the rate making 
calculation. 
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 CUB asserts that the Commission’s decision in this case should remain 
consistent with its recent findings, and should acknowledge the reality that there is in 
fact no revenue lag, and should assign zero lead days to pass-through taxes.  CUB 
recommends the Commission adopt the adjustment proposed by AG witness Brosch 
and Staff witness Ostrander. 
 

v. Commission Conclusion 
 
 The Commission notes that the parties agree that AIC actually holds funds 
associated with the EAC for four days, and the funds associated with the MUT for 14 
days.  The Commission understands the AG, CUB and Staff to argue that the deadline 
for remittance of these funds to the appropriate taxing authorities is approximately 30 
days after AIC actually remits the funds.  Thus, the sole issue presented to the 
Commission is whether the additional 30 days that AIC theoretically could hold the 
funds associated with the pass-through taxes should be imputed for purposes of the 
CWC calculation.  The Commission finds that these additional days should properly be 
imputed to properly calculate AIC's CWC to be included as a portion of rate base. 
 
 The Commission notes that while its conclusions in Docket Nos. 12-0001 and 12-
0293 did not specifically consider the propriety of expense lead days for pass-through 
taxes, but were based on a finding that the revenue lag days applicable to pass-through 
taxes should be set at zero.  AIC argues that in Docket No. 11-0282, when presented 
with the question at issue in this proceeding, the Commission declined to impute an 
additional 30 days into AIC’s expense lead times for pass-through taxes.  AIC further 
argues that the Commission determined that it would revisit the issue only if AIC altered 
its remittance schedule.   

 
 AIC contends that its proposal in this proceeding not only complies with the 
Commission’s findings in each of the prior cases dealing with this issue, it is also the 
only proposal offered in this case that reflects the actual impact of the pass-through 
taxes on AIC’s CWC.  The Commission notes that no party has requested that AIC alter 
its pass-through tax remittance practices; as Staff, the AG and CUB suggest that their 
proposal is only for the purposes of calculating CWC, and is not intended to cause AIC 
to change its remittance practices for EAC and MUT.  As Staff notes, the issue of lead 
days for EAC and MUT was addressed by the Commission in AIC’s two most recent 
electric formula rate cases; Docket Nos. 12-0001 and 12-0293, and in both dockets, the 
Commission adopted EAC and MUT lead days based on when the pass-through taxes 
were actually due, not when those payments were remitted by AIC.  The Commission 
believes that for this docket, this is again the correct decision.  The reason why AIC 
makes its EAC and MUT payments as it does is not the question for the Commission, 
but whether ratepayers should foot the bill for AIC choosing to pay in this fashion.  The 
Commission believes that the correct finding is that ratepayers should not subsidize this 
decision.  The Commission therefore rejects AIC’s proposed lead days for pass-through 
taxes, and will adopt the proposal of Staff and the AG, which is also supported by CUB. 
 



  13-0301 

13 
 

b. Income Tax Expense Lead Days 
 

i. Staff Position 
 
 Staff believes that it and AIC's proposed treatment of deferred income taxes for 
CWC is consistent with Commission practice.  Staff does note that unlike its position 
regarding pass-through taxes, AIC relies on the Commission’s findings in Docket Nos. 
12-0001 and 12-0293 for support of its CWC position. Staff recommends that the 
Commission not set income tax lead days to zero as proposed by AG witness Brosch, 
as Staff suggests the Commission has a long standing practice of not considering 
current and deferred income taxes separately. 
 

ii. AIC Position 
 
 AIC submits that it has a long-standing practice of employing statutory tax rates 
and payment dates when calculating its income tax expense for revenue requirement 
purposes.  AIC therefore calculated its CWC associated with income tax expense using 
the statutory tax rates and payment dates, and combining income taxes with deferred 
taxes.  AIC suggests 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. 
 
 AIC notes that despite this established practice, AG witness Brosch recommends 
that the revenue lead and expense lag days for income taxes be set to zero in AIC’s 
CWC analysis, contending that this would recognize that AIC is not currently paying 
income taxes as a result of deferrals.  AIC states that Mr. Brosch also argues that his 
proposal is appropriate because it would conform AIC’s treatment of income taxes for 
CWC purposes to the treatment used by Commonwealth Edison. 
 
 AIC notes that the AG proffered the same arguments in AIC’s most recent 
electric formula rate proceeding, without success, Docket No. 12-0293.  AIC submits 
that in Docket No. 12-0293, the Commission recognized that a different result was 
adopted in the ComEd docket, Docket No. 11-0271; however, the Commission also 
recognized that ComEd and AIC calculate income taxes using different methodologies.  
AIC states the Commission also indicated that should those methodologies align in the 
future, or new evidence be presented, the Commission could re-visit the issue in future 
proceedings.  Although Mr. Brosch cited this language in his direct testimony, AIC notes 
that he admitted that ComEd and AIC continue to use different methods to calculate 
income tax expense for CWC purposes, and Mr. Brosch further failed to present any 
new evidence on the subject. 
 
 In light of the clear, long-standing directive of the Commission on this issue, AIC 
recommends that the AG’s proposal be rejected, and the proposal on this issue offered 
by AIC and endorsed by Staff be adopted. 
 



  13-0301 

14 
 

iii. AG Position 
 
 The AG proposes modifying AIC's lead/lag treatment of its income tax payment in 
its CWC analysis.  The AG notes that AIC shows a CWC allowance for income tax 
payment, improperly increasing CWC by approximately $2.05 million.  However, as Mr. 
Brosch notes in direct testimony, AIC is not presently paying income taxes and did not 
pay income tax in 2012; thus it had no CWC requirement associated with income tax 
payment in that year.  The AG notes that deferred income taxes are not paid out in 
cash, but are instead deferred for expected payment in future tax years; thus, the AG 
suggests there can be no CWC requirement in the current year.  The AG proposes 
modifying App. 3, line 8 with the caption “(Less) Deferred Income Taxes” to eliminate 
the $63,097,000 income tax entry on line 27, which 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 AIC’s deferred income tax expense. 
 
 In response to Mr. Brosch’s proposal, AIC 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, noting that AIC does not distinguish between current and 
deferred tax expense.  The AG urges the Commission to note the obvious inconsistency 
in AIC’s preferred approach to income tax payments as compared to pass-through 
revenue tax payments.   The AG notes that 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.  On the other hand, the AG states that AIC proposes to not be bound to 
statutory due dates for the payment of pass-through revenue taxes only after collection 
from customers. 
 
 The AG believes that its recommendation is consistent treatment of both income 
taxes and pass-through revenue taxes for ComEd and for AIC when updating electric 
formula rates.  Mr. Brosch explains that ComEd’s lead lag study 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.  The AG submits that 
AIC offered no rebuttal to the fact the ComEd properly reflects its actual tax payment in 
its CWC, or for AIC’s obvious inconsistent treatment of income taxes and MUT and EAC 
remittances in its lead lag study.  The AG notes that 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.  The 
AG asserts that it is essential to not increase CWC for income tax payments when AIC 
is not presently paying such taxes and does not expect to pay any federal income taxes 
until after 2014. 
 
 While opposing the AG's recommendation on this issue, the AG notes that AIC 
states in its Initial Brief at 8 that AIC calculated its CWC associated with income tax 
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expense using the statutory tax rates and payment dates, and combining income taxes 
with deferred taxes.  The AG argues however, that calculating income tax expense for 
revenue requirement purposes tells us nothing about the timing of cash flows 
associated with such income taxes.  The AG notes that AIC is not presently paying 
income taxes and therefore has no cash outflows or CWC requirements associated with 
income taxes.  The AG believes that AIC should not be allowed to ignore the distinction 
between the portions of income tax expense that are currently payable (currently zero) 
and the portion of income tax expense that is deferred income taxes. 
 
 The AG suggests that AIC begs the question in its Initial Brief when it attempts to 
dismiss Mr. Brosch’s argument by observing that “ComEd and AIC continue to use 
different methods to calculate income tax expense for cash working capital purposes.”  
The AG suggests that is precisely the problem, ComEd’s treatment of income tax 
expense for CWC purposes is consonant with proper accounting and ratemaking, but 
AIC’s is not.  Put simply, the AG contends that AIC should not have a CWC allowance 
for income tax in years when it does not pay income tax.   
 
 Combining the adjustments to lag/lead days for pass-through tax remittance and 
income tax expense described above, the AG proposes a downward adjustment to 
AIC’s CWC 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. 
 

iv. CUB Position 
 
 CUB states that AIC presently has no income taxes currently payable in 2012, 
and therefore has no cash outflows or CWC requirements associated with income 
taxes.  CUB further notes that AIC does not expect to pay any federal income taxes until 
after 2014.  Therefore, CUB suggests that 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, as AIC cannot have any CWC 
investment associated with income tax expenses that it is not paying. 
 
 However, CUB notes that AIC 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.  Mr. Brosch testified that applying 
assumed hypothetical statutory payment dates to non-cash expenses is not appropriate.  
CUB states that deferred income taxes are, by definition, not paid out in cash, and are 
instead deferred for expected payment in future tax years.  CUB states that in the case 
of AIC’s income tax expense, that will not be until after 2014 – well after the 2012 rate 
year being reconciled in this case.  The fact that AIC has chosen not to distinguish 
between current and deferred tax expense is not justification for the artificially inflated 
CWC requirement AIC has produced. 
 
 CUB notes that while AIC acknowledges in its Initial Brief the AG's proposal on 
this issue, it does not appear to CUB that AIC has sufficiently rebuffed the AG's 
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proposal to reduce CWC due to the deferred tax issue.  Instead, AIC argues that the 
Commission has considered this issue and found differently in the past.  CUB suggests 
that AIC relies primarily on the Commission’s past practice, rather than providing a 
substantive response to Mr. Brosch’s expert evaluation. 
 
 CUB notes that AIC admits that it combines income taxes with deferred taxes.  
CUB opines that the facts in this record also show that, to calculate the lead days for 
that combined tax group, AIC uses a hypothetical approach that computes the statutory 
installment “Tax Due Date,” rather than any actual payment data.  CUB suggests that is 
not appropriate given that AIC does not expect to pay any federal income taxes until 
after 2014.  AIC’s calculation imputes a CWC requirement where none exists – there 
can be no CWC requirement for expenses that it is not paying. 
 
 CUB recommends that the Commission adopt the adjustment proposed by AG 
witness Brosch to assign zero revenue lag and expense lead days to deferred income 
tax expenses. 
 

v. Commission Conclusion 
 
 The Commission finds that AIC, as supported by Staff, has proposed to continue 
handling this issue as it has been handled in past dockets.  The Commission agrees 
that it has a long-standing practice of not considering current and deferred income taxes 
separately; however, the question is whether it is time to revisit this practice. 
 
 The AG and CUB both urge the Commission to modify the way it has been 
handling the issue of deferred income taxes in calculating CWC, noting that AIC 
presently has no income taxes currently payable in 2012, and therefore should have no 
cash outflows or CWC requirements associated with income taxes.  The AG notes that 
deferred income taxes are not paid out in cash, but are instead deferred for expected 
payment in future tax years. 
 
 The Commission also notes that under similar income tax circumstances, ComEd 
ratepayers do not contribute to CWC.  Although AIC argues that it and ComEd calculate 
income taxes differently, there appears to the Commission to be no justifiable reason 
presented to continue this disparate treatment between the two utilities.  The 
Commission therefore finds that is appropriate, based on the evidence presented in this 
proceeding, to adopt the AG's proposed adjustment on this issue. 
 

2. Accrued Vacation Reserve 
 

a. Staff Position 
 
 Consistent with its conclusions in Docket Nos. 12-0001 and 12-0293, Staff 
recommends the Commission approve Staff’s recommendation to reflect accrued 
vacation pay reserve as a reduction to rate base.  Staff recommends that the liability for 
accrued vacation pay should be deducted from rate base since the accrual is funded by 
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ratepayers, and notes that the Commission adopted a similar adjustment in the initial 
and subsequent ComEd formula rate proceedings to reduce rate base by the amount of 
accrued vacation pay not already reflected in its CWC adjustment. (Order, Docket No. 
11-0721, May 29, 2012, 69-70; Order, Docket No. 12-0321, December 19, 2012, 7.)  
 
 Staff notes that unused vacation is usually not paid to employees until a year or 
more after it is earned, and believes that this lag between the accruals and the cash 
payments creates a constant non-investor source of funds which should be deducted 
from rate base similar to other operating reserves. As shown in AIC’s responses to AG 
data request AG 1.05, there is a constant balance of funds held in reserve, and while 
the total balance may go up or down over time, the reserve is never depleted.  
 
 Staff believes that AIC’s arguments presented in its Initial Brief concerning 
accrued vacation pay persist in clouding the relevant facts in this case.  Staff notes that 
AIC claims that there is no cash associated with the accrued liability and that it is simply 
an accounting convention required to recognize the vacation time earned but not taken.  
In support of its argument, AIC merely references the same misleading table in its Initial 
Brief that Staff has already addressed as incorrect in rebuttal testimony. Staff notes that 
the AG concurs with Staff’s opinion of AIC’s misleading table.  
 
 Staff asserts that AIC’s argument ignores the important fact that the accrued 
vacation is recorded as a payroll expense and is included in the revenue requirement 
operating statement on which rates are set.  As such, Staff notes that ratepayers are 
funding the accrued vacation liability prior to the time the vacation is actually paid in 
cash.  Thus, the shareholders have use of those funds for potentially a year or more. 
Since AIC did not make a ratemaking adjustment to remove the accrued vacation from 
payroll expense, Staff believes that AIC admitted that ratepayers have funded the 
accrual.  Therefore, Staff suggests that the Commission should not stray from its 
decision in Dockets Nos. 12-0001 and 12-0293 on this issue in the instant case. 
 
 Staff notes that AIC witness Stafford provided testimony in the instant case that 
is the same as was proffered by the Company in prior formula rate cases and such 
position was rejected by the Commission. (Order, Docket No. 12-0001, September 19, 
2012, 58-59; Order, Docket No. 12-0293, December 5, 2012, 12-13.)  Therefore, the 
Commission should continue to adopt Staff’s recommendation that the liability for 
accrued vacation pay should be deducted from rate base because it is a non-investor 
source of funds. 
 

b. AIC Position 
 
 AIC notes that Staff witness Ostrander and AG witness Effron have proposed an 
adjustment to deduct AIC’s accrued vacation reserve net of Accumulated Deferred 
Income Taxes ("ADIT") from the rate base.  As has been extensively argued and briefed 
in prior dockets before the Commission (and now on appeal), AIC opposes this 
adjustment because it is based on the fundamentally flawed conclusion that this amount 
represents a continuous source of ratepayer-supplied funds.   
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 AIC notes that the amount at issue represents an accounting convention used to 
record the amount of employee vacation time earned by employees, but not yet taken; 
as each year, employees earn vacation time, and like other accrued expenses, this time 
is recorded when earned.  AIC suggests that this may be where the confusion 
originates; generally, accruals may be a “source of ratepayer supplied funds.”  AIC 
states that this general rule follows from the fact that such expenses are recovered from 
ratepayers the year they are incurred and before they are actually paid, and thus these 
expenses represent a cash reserve that could be used to fund rate base investment.  
For example, AIC notes that accumulated depreciation is properly deductible from rate 
base, because this expense allows AIC to collect money from ratepayers before it pays 
for the future replacement of machinery and equipment.  Here, however, AIC believes 
the general rule does not apply because the ratepayer pays for the expense after the 
expense has been paid by AIC.  AIC submits that Table 1 of Mr. Stafford’s rebuttal 
testimony clearly illustrates this delay in AIC’s recovery of vacation pay expense, 
showing that vacation accruals were made in 2012, paid by AIC in 2013, and will not be 
reimbursed by ratepayers until 2014. 
 
 AIC argues that the accrued vacation reserve represents time owed to 
employees, not dollars owed.  It is not a cash reserve that AIC can access to fund its 
operations.  It is not a “source of funds,” and therefore does not present a valid basis for 
a rate-base deduction. 
 
 AIC notes that it is true that the Commission in prior dockets concluded that the 
accrued vacation reserve should be deducted from rate base because of what AIC 
believes is the faulty assumption that it, like certain operating reserves, is a constant 
source of ratepayer-supplied funds.  Commonwealth Edison Co., Docket No. 11-0721, 
Order, p. 70 (May 29, 2012); Ameren Ill. Co., Docket No. 12-0001, Order, p. 59; Ameren 
Ill. Co., Docket No. 12-0293, Order, pp. 12-13.  AIC notes that each of these orders is 
currently being appealed, and believes that none succeeds in addressing the 
fundamental difference between accrued vacation pay and other operating reserves. 
 
 AIC asserts that in Docket No. 11-0721, the Commission changed course from 
prior Commission Orders and found that ComEd had failed to satisfy its burden of 
proving that accrued vacation pay was not a source of capital, while finding that Staff 
and certain intervenors had established that this item was a “source of revenue.”  
Commonwealth Edison Co., Docket No. 11-0721, Order, p. 70.  AIC complains 
however, that Staff and the intervenors did not establish this; they merely said so, 
claiming that vacation pay expense is accrued well in advance of when it is actually paid 
and that the lag between the accruals and the cash payments creates a constant non-
investor source of funds which should be deducted from rate base.  AIC suggests that 
Staff’s failure to differentiate vacation expense accruals from other operating reserves 
led to a faulty conclusion in Docket No. 11-0721.  AIC submits that the Order in Docket 
No. 11-0721 did not recognize that this type of accrual is different than other types of 
operating reserves, or that this accounting entry is not “funds.” 
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 AIC notes that when the issue was raised again in Docket No. 12-0001, the 
Commission summarily concluded that accrued vacation pay should be deducted from 
rate base because it had done so in the prior Docket, stating “there [was] no discernible 
difference between this proceeding and Docket No. 11-0721 that would properly result 
in disparate rate making treatment of the same item between the two dockets.”  Ameren 
Ill. Co., Docket No. 12-0001, Order, p. 59. 
 
 Finally, in Docket No. 12-0293, AIC notes the Commission concluded that 
vacation pay should be treated as an operating reserve and deducted from rate base.  
Again, AIC argues the Order lacked any acknowledgment that this type of accrued 
expense is not “funds” or that AIC is not compensated for this expense item before it 
makes payment, but after.  What the Commission seemed to find controlling was that 
the liability for accrued vacation is continuing and permanent.  While it is true that 
employees continue to earn vacation time, it is also true that AIC continually pays out 
this time.  AIC argues that its payment is not recovered from ratepayers until well after it 
is made, therefore this adjustment will withhold funds from AIC for expenses it has 
already paid.  However, importantly, the adjustment will not offset funds AIC has already 
collected.  
 
 AIC believes the Commission should revisit this issue and its incorrect underlying 
rationale.  AIC asserts that the conclusion that accrued vacation expense represents a 
source of ratepayer-supplied funds is simply not true. 
 

c. AG Position 
 
 The AG proposes an adjustment to rate base of $6.782 million related to the 
operating reserve for AIC's vacation pay accrual.  AG witness Effron testified that there 
is a lag of approximately one year between (i) the accrual of vacation pay expense with 
respect to a particular employee and (ii) the actual cash disbursement to pay the liability 
for that employee’s vacation pay.  Mr. Effron stated that this lag is not presently 
considered in AIC’s calculation of its CWC requirement, and thus the accrued liability for 
this item should be treated as an operating reserve and deducted from rate base.  The 
AG notes that Mr. Effron testified that the lag in payment is well in excess of the lag in 
payment of regular employee salaries and wages.   
 
 The AG states that Mr. Effron’s proposed vacation pay adjustment to rate base is 
shown in AG Ex. 2.1 at page 3, where he begins with the average reserve for accrued 
vacation pay during 2012, $13,237,000, and calculates a jurisdictional amount of 
approximately $12,186,000 using the wages and salaries allocator of 92.06% calculated 
on AIC Ex. 1.1, Sch. FR A-2, line 9.  From this amount he deducts the approximately 
$386,000 that AIC has already implicitly included in its proposed CWC amount, resulting 
in a net balance of approximately $11,799,000.  The AG states Mr. Effron then deducts 
approximately $5.017 million of deferred income tax  related to this amount, based on 
AIC’s tax rate of 41.175 percent indicated on Sch. FR C-4, line 4 of AIC Ex. 1.1.  Thus, 
the AG submits that Mr. Effron’s net rate base adjustment for accrued vacation pay is 
$6,782,000, noting that that Staff witness Ostrander proposes a similar adjustment to 
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rate base for vacation pay accrual, following similar, but not identical, reasoning as Mr. 
Effron. 
 
 The AG notes that AIC witness Stafford argues that the vacation pay liability is 
created and eliminated in a prior year, supported by AIC-supplied funds, before 
ratepayers reimburse AIC for this amount; therefore Mr. Stafford suggests that the 
liability simply doesn’t exist for ratemaking purposes.  The AG states that Mr. Stafford 
argues further that accrued vacation is a current liability on AIC’s books due and 
payable within one year, so accrued vacation is not a source of non-investor supplied 
capital available to finance Rate Base investment.  However, as Mr. Effron states in his 
rebuttal testimony, as the vacation accrual from a prior year is paid off, it is replaced by 
accruals for vacation pay in the current year, making accrued vacation pay a continuing, 
permanent balance on the company’s books. 
 
 While Mr. Stafford recognizes that the Commission adopted Mr. Effron’s 
preferred treatment of vacation pay accrual in AIC's two most recent electric formula 
rate cases, the AG notes that Mr. Stafford also presents a table purporting to suggest 
that for certain years when there was not a rate case filing, the vacation pay accrued in 
the previous year was never recovered from ratepayers.  However, as Mr. Effron 
observes in his rebuttal testimony, for such years the vacation pay from the test year of 
the most recent case filing was recovered in rates as a continuing expense.  
Additionally, the AG notes that Mr. Stafford did not attempt to establish in his rebuttal or 
surrebuttal testimony that test-year vacation pay expense is somehow unrepresentative 
of vacation pay expense in future years. 
 
 The AG suggests that AIC's statement in its Initial Brief that “the accrued 
vacation reserve represents time owed to employees, not dollars owed” is absurd.  The 
AG notes that the accrued vacation pay is stated in dollars, as shown on AIC’s 
response to DR AG 1.05, representing employee vacation that has been earned but not 
yet taken.  The AG suggests that AIC has given no evidence that an employee’s 
accrued vacation pay is not payable in cash when that employee leaves AIC.  To the 
extent that the vacation pay expense is ordinarily included in AIC’s revenue requirement 
(and there is no evidence to the contrary), the AG contends that expense accrues over 
the year and provides AIC with a source of funds. 
 
 The AG notes that AIC’s Initial Brief attempted to “implore” the Commission to 
revisit its prior decisions (Orders in Docket Nos. 11-0721, 12-0001, and 12-0293) on this 
issue, which, as AIC admits, consistently adopted the position of the AG and Staff.  The 
AG suggests that AIC does not provide much support for its imploring, other than 
arguing that the evidence in AIC’s case demonstrates that the ratepayer payments are 
received well after AIC pays the expense, that “this accounting entry is not ‘funds’, and 
that “AIC’s payment is not recovered from ratepayers until well after it is made.”  The 
AG submits that these contentions are simply incorrect, noting that a given year’s 
accrued vacation pay is recovered in that year’s rates (set in some prior test year), prior 
to the employee’s taking the vacation the following year; moreover, the accrued amount 
is stated in dollars. 
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 The AG also opines that the table that Mr. Stafford presented at Page 47 of his 
rebuttal testimony is identical to the table he presented at Page 15 of his revised 
rebuttal testimony in Docket No. 12-0293, AIC’s most recent formula rate case, with an 
additional line now added for 2013.  As the AG has already noted, the Commission 
rejected AIC’s position on this issue in that docket, as it should again.  The AG 
recommends that the Commission reduce AIC’s rate base by $6,782,000 by adopting 
the AG's recommended vacation pay adjustment. 
 

d. CUB Position 
 
 CUB notes that AIC included vacation pay expense in the total payroll expense in 
the CWC calculation, but it did not take into account the one year lag that exists 
between the accrual of vacation pay expense and the actual cash disbursement in 
payment of the liability for vacation pay.  Since this item has a much longer lag in 
payment than regular employee salaries and wages, CUB suggests that the accrued 
liability for it should be treated as an operating reserve (an expense that has been 
accrued but not been paid) and deducted from rate base.   
 
 In Docket Nos. 11-0721, 12-0001, 12-0293, and 12-0321, CUB notes that the 
Commission concluded that accrued vacation pay should be treated as an operating 
reserve and deducted from rate case expense.  In the Order in Docket No. 12-0293, the 
Commission stated, “The lag between the accruals and cash payment creates a 
constant non-investor source of funds which should be deducted from rate base similar 
to other operating reserves.” (Order at 13)  CUB states that the Commission continued 
that: 
 

The fact that the accrued vacation is payable within one year has nothing 
to do with whether it is a source of non-investor supplied capital.  In fact, 
the Commission notes that as the vacation accrual from the prior year is 
paid off, it is replaced with accruals for vacation pay in the current year... 
In effect, the accrued vacation pay becomes a continuing, permanent 
balance. (Id.) 

 
 CUB argues that the evidence presented in this case supports the Commission’s 
previous conclusions.  CUB avers that AIC’s incorrect claim that the fact that accrued 
vacation is payable within one year means it is not a source of non-investor supplied 
capital available to finance rate base investment has been considered and rejected by 
the Commission, and the fact that the accrued vacation is payable within one year has 
nothing to do with whether it is a source of non-investor supplied capital. 
 
 CUB notes that AIC further claims that vacation pay has not been fully recovered 
in rates in prior cases, and to support this claim, AIC witness Stafford testified that, 
“There was no rate case test year filed for 2005, so the 2005 accruals were not 
recovered in rates.”  CUB suggests that claim requires a leap in logic – the 2005 rates 
reflected the vacation pay that was accrued in whatever test year was used to establish 
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the rates in 2005.  In order for Mr. Stafford’s claim to be even partially true, CUB asserts 
he would have to establish that the vacation accrual in 2005 was materially different 
than the vacation accrual in that test year, and just because a given year was not a test 
year in a rate case, does not mean that the expenses incurred in that year were not 
recovered from rate payers. 
 
 CUB suggests the Commission adopt the adjustment proposed by AG witness 
Effron to treat the accrued vacation pay as an operating reserve and deduct it from rate 
base. 
 

e. Commission Conclusion 
 
 The Commission recognizes that it has ruled on this issue in various earlier 
dockets; however, AIC continues to disagree with the Commission's conclusions, as it 
has a right to do.  AIC suggests that Staff and the AG’s proposal to disallow accrued 
vacation expense from the rate base ignores the difference between certain operating 
reserves properly deducted from rate base and accrued vacation expenses. 
 
 The Commission is persuaded by the arguments of Staff and the AG that these 
vacation reserves are funds which are available to AIC and could be used as working 
capital, and are not simply an accounting entry designed to record time owed to 
employees.  The Commission is not persuaded by AIC's suggestion that these entries 
do not reflect money, but simply reflect employee time; or that AIC has not been fully 
recovering vacation pay in non-rate case years.  As the AG suggests, absent a showing 
that the vacation accrual was materially different in a non-rate case year than in the test 
year in effect, the Commission is satisfied that AIC is able to properly recover its 
vacation pay accrual from rate payers.  The Commission is satisfied that based on the 
evidence presented rate payers are the source for the vacation accrual, and that 
treatment of this accrual expense similar to other operating reserves is warranted. 
 

3. ADIT for Metro East Transfer 
 

a. Staff Position 
 
 Staff recommends the Commission accept Staff and the AG’s adjustment to 
remove the deferred tax asset related to the 2005 Metro East Asset Transfer.  Staff and 
the AG propose an adjustment to remove the deferred tax asset which results from the 
asset transfer of certain Metro East assets from UE to CIPS in 2005.  This adjustment 
results in an increase to the balance of ADIT and, thus, decreases AIC’s rate base. 
 
 Staff notes the transfer of assets in this transaction occurred between affiliates 
and should not have resulted in a higher rate base for ratepayers, while AG witness 
Effron asserts that utility holding companies should not be allowed to increase the net 
rate base value of assets by transferring the assets between affiliates.  Staff suggests it 
has demonstrated that CIPS accounting for the transaction resulted in an increased rate 
base under CIPS ownership for the same customers after the transaction compared to 
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the rate base under UE’s ownership prior to the transaction.  Staff further asserts that 
no change in the assets or the value to ratepayers occurred as a result of the 
transaction. 
 
 Staff opines that AIC argued every other aspect of the issue except the 
inequitable ratemaking effect that Staff notes.  Specifically, Staff notes that AIC argues: 
 

• the tax basis of the assets in the hands of UE prior to the 
transaction is not relevant to this issue; 

 
• CIPS’ tax basis is the purchase price paid by CIPS;  
 
• Since CIPS’ tax basis was equal to its book basis at the time of the 

transaction, then ADIT is zero;  
 
• The deferred taxes on UE’s books are related to taxes that UE has 

deferred, not CIPS; and  
 
• There has been no deferral of taxes on CIPS books.  

 
 As can be seen from this listing, Staff notes all of AIC’s arguments relate to the 
tax treatment or effects of the transaction, which are irrelevant to the Staff and AG’s  
adjustment.  As Staff explains, AIC’s responses concern the cause of the ratemaking 
inequity, but fail to address the unreasonable effect of the ratemaking inequity on 
ratepayers (i.e., unnecessarily higher rates) which is the basis of Staff and AG‘s 
adjustment. 
 
 Staff suggests the argument that there was no increase in rate base is in conflict 
with AIC’s own admission, since ADIT reduces rate base, recording this deferred tax 
asset (the subject of the adjustment) had the effect of temporarily increasing rate base.  
Staff notes that “temporary” is a relative term since the increase in rate base was 
birthed upon the transfer transaction in 2005 and the increased rate base is still present 
as of year-end 2012.  Staff asserts that there was no benefit to ratepayers in the 
recording of the deferred tax asset, and in fact, the exact opposite has occurred since 
ratepayers, to their detriment, would now be required to pay a return on an increased 
rate base. 
 
 Staff notes that all of the various ADIT segments: UE ADIT (pre-transfer Account 
282), Step-up deferred tax asset (Account 190), and CIPS ADIT (post transfer Account 
282) are temporary in nature due to tax depreciation that generates timing differences in 
the recognition of income tax expense.  Staff does not contest the accounting for UE 
assets at transfer or post transfer; however, Staff contests the ratemaking treatment of 
the Step-up deferred tax asset. 
 
 Staff argues the Step-up deferred tax asset offsets the UE ADIT, thus depriving 
Illinois ratepayers of the ADIT benefit that had accumulated on the plant during its 
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ownership by UE.  AIC claims that Staff’s proposed adjustment would in affect result in 
a double counting of UE ADIT.  Staff notes that the AG in its Initial Brief succinctly 
addressed this argument. Staff suggests that its and the AG's adjustment would restore 
a portion of that benefit to Illinois ratepayers; and any future benefit that could occur will 
only partially offset the harm that has been done to ratepayers since the transfer 
transaction.   
 
 Staff suggests that AIC attempts to advance a new regulatory concept in its Initial 
Brief when it notes that the Commission has specifically approved the transfer and 
related accounting of the Metro East assets and suggests that the issue of ratemaking 
treatment for ADIT, therefore, is off the table in this proceeding.  AIC states that it is 
questionable whether an appropriately accounted-for transfer should ever provide the 
basis for a rate penalty, however Staff believes that AIC misses the mark here.  While 
the Commission approved the Metro East asset transfer in ICC Docket No. 03-0657, the 
notion that the Commission may not establish the rate treatment here is simply not true. 
Staff complains that AIC’s Initial Brief selectively cites the Commission’s approval of the 
transfer, which is correct but is irrelevant to the issue in this proceeding. Staff and AG 
are not contesting the approval of the transaction in Docket No. 03-0467, only the 
ratemaking effect that is included in rate base in the current formula rate case’s test 
year.  Staff notes that not only was the approval made subject to conditions, no 
approval of ratemaking treatment for this issue was granted to apply to future rate 
cases. 
 
 Staff notes that AIC also makes the assertion that Staff and AG are incorrect in 
stating that the Commission has not had the opportunity in the last two AIC formula rate 
proceedings to fully address the propriety of the increase to the asset value between 
affiliates.  As Staff has pointed out, in this case, there is more evidence of the 
ratemaking effect of the transfer on the record than in the previous two formula rate 
cases.  Staff states that one significant piece of evidence is AIC’s response to Staff DR 
JMO 9.02, which asked AIC to: (1) agree or disagree with the table Staff provided in the 
data request that showed the ratemaking effect of the Metro East transfer (i.e., the 
resulting higher rate base for CIPS); and (2) provide a revised version of the table with 
an explanation of why a revision was necessary for each component in the table with 
which AIC disagreed.  Staff asserts that AIC’s response indicated agreement with all the 
ratemaking effect components listed on the table provided by Staff and further, offered 
no additional refinements to the table. Staff opines that this information was not elicited 
during either of the two prior formula rate cases which AIC now claims are definitive on 
this issue. To be clear, AIC argued in Docket No. 12-0293 that the Metro East transfer 
had a zero effect on its rate base, an argument which believes has now been shown to 
be incorrect.  Staff submits that this additional evidence supports a conclusion accepting 
the Staff and AG adjustment. 
 

b. AIC Position 
 
 AIC notes that both Staff and the AG presented testimony recommending that 
the Commission reduce AIC’s rate base by approximately $5.62 million premised on the 
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2005 transfer of UE’s gas assets to CIPS.  AIC states that in accounting for that 
transfer, CIPS recorded a deferred tax asset that reduced ADIT, and because ADIT 
reduces rate base, recording this asset had the effect—if considered in isolation—of 
temporarily increasing rate base.  Asserting that a “transfer of property from one 
regulated utility to another should not result in any increase to the net [rate base] value 
of those assets”, the AG and Staff argue that the deferred asset should be reversed and 
rate base reduced.  AIC however, disagrees, and believes the proposed Metro East 
adjustment should be rejected. 
 
 AIC states that no party has suggested that any error occurred either in CIPS' 
purchase of assets from UE or in accounting for the transfer, and AIC avers that the 
Commission specifically approved both elements of the transfer.  AIC notes that in 2000 
and 2004, the Commission twice reviewed the transfer of the Metro East assets gas and 
electric assets and in both dockets the Commission approved the transfer.  AIC submits 
that the adjustment is not premised on any imprudence or erroneous accounting by AIC.  
Rather, AIC complains that the adjustment is purely ad hoc, premised solely on the 
notion that the normal operation of ADIT rules had a negative impact on ratepayers by 
increasing net rate base.  AIC suggests however, that the evidence shows that the ADIT 
impact of the transfer has not harmed ratepayers but benefited them. 
 
 AIC explains that Staff and the AG both point out that when UE’s assets were 
transferred to CIPS, the ADIT on the seller’s books did not follow the assets to CIPS' 
books.  But because ADIT reduces rate base, AIC notes that Staff and the AG assert 
that the transfer effectively increased the value of the assets in CIPS' rate base, which 
while correct, does not go far enough.  AIC submits this is because, as Mr. Ostrander 
agrees, the higher rate base is temporary.  AIC states that the Metro East transfer did 
not end the accumulation of ADIT on the assets, but actually extended and increased it.  
AIC states that following the transfer, the transferred assets were treated as though they 
were placed in service on the date of the transfer, so although UE’s accrued ADIT did 
not follow the assets to CIPS, tax depreciation on the assets started over.  AIC avers 
that this is undisputed.  AIC suggests this is significant because tax depreciation is what 
generates tax-timing differences and hence ADIT.  So while the ADIT generated at UE 
did not come to CIPS, AIC notes that ADIT started accumulating all over again on CIPS' 
books following the transfer. 
 
 AIC submits that the ADIT on its books likely now exceeds, and certainly will 
exceed, the ADIT written off by UE.  AIC suggests this is why Staff and the AG are 
incorrect to assert that there was a net increase in rate base as a result of the transfer.  
While the nature of the problem makes precise calculation difficult, AIC believes the 
record shows that “it is likely that the ADIT deduction for the transferred assets would be 
greater under AIC’s [proposed treatment], than if the transfer had not taken place.”  
Thus, far from harming ratepayers, AIC opines that the ADIT impact of the transfer 
benefited them—it effectively restarted and extended the period of tax depreciation and 
thus reduced rate base by millions of dollars. 
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 AIC states that the sole premise of the adjustment does not exist: there has been 
no net increase in rate base.  As Staff witness Ostrander testified, although there was 
an increase in rate base immediately following the transfer, it was temporary.  AIC 
suggests it is likely that the newly accrued ADIT on AIC’s books now exceeds the 
vintage ADIT from UE’s books.  But whether the new ADIT has already overtaken the 
old is beside the point; AIC submits that it is certain that it will, and Illinois ratepayers will 
receive the full tax benefits from accelerated depreciation with corresponding ADIT 
recognized as a reduction to rate base.  AIC avers that the transfer essentially restarted 
the accrual of ADIT and gave ratepayers an extension on its rate-base reducing effect.  
 
 AIC argues that even if there was not a ratepayer benefit, 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.  As Mr. Stafford explained, “under the Staff and AG 
proposals . . . tax depreciation is counted in the ADIT balance on [Union Electric’s] 
books at the time of the transfer . . . and then counted again as ADIT accrues going 
forward [on CIPS' books].”  In other words, “ADIT accrued at the time of the transfer 
would be deducted from rate base.  Then, ADIT accrual would start over after the 
transfer, and that ADIT would also be deducted from rate base.”  AIC argues that 
double-counting is inappropriate in ratemaking, and this provides another reason to 
reject the adjustment proposed by Staff and the AG. 
 
 In AIC’s view, it is questionable whether an appropriately accounted-for transfer 
should ever provide the basis for a rate penalty, particularly when the Commission: (a) 
specifically approved the transfer itself; (b) specifically approved the accounting for the 
transfer; and (c) specifically held that ratepayers were not harmed by the transfer.  In 
fact, in the proceeding approving the transfer, AIC notes that Staff proposed a 
correction to the accounting for deferred taxes, so the Commission was well aware of 
the deferred tax issue when they determined that ratepayers would not be harmed.  AIC 
also suggests that a substantially identical adjustment has already been proposed and 
rejected not once, but twice, in AIC’s recent electric formula-rate cases. 
 

c. AG Position 
 
 The AG and Staff propose a rate base adjustment to account for an ADIT item of 
approximately $5.624 million, related to AIC’s Metro East plant.  The AG notes that this 
adjustment reverses the ADIT debit that AIC improperly applied when it acquired the 
Metro East assets from UE in 2005.  Because an ADIT debit reduces the net ADIT 
balance, the AG believes it is necessary to remove the debit amount so that the ADIT 
balance properly reflects the ADIT benefit associated with UE’s Illinois plant.  This 
adjustment is the remaining amount of the UE-related ADIT debit which has fallen 
through amortization since 2005.  The ADIT debit was recorded in 2005 to Account 190 
of AIC’s then-subsidiary CIPS as an equal offset to Metro East-related ADIT in Account 
282 of CIPS.  The AG asserts that this offset to Metro East-related ADIT allowed CIPS 
to immediately increase its rate base, depriving Illinois ratepayers of the ADIT benefit 
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that had accumulated on the plant during its ownership by UE, while the AG and Staff 
adjustment would restore a portion of that benefit to Illinois ratepayers. 
 
 The AG notes that in 2005, certain electric and gas plant assets comprising the 
Metro East service territory were transferred from UE, a corporate affiliate of Ameren 
Illinois, to CIPS.  CIPS acquired the plant at its net book value, which for CIPS was the 
same as it was under UE’s ownership, while upon acquisition, CIPS stepped up the cost 
basis of the asset for tax purposes to reflect the net book value.  The AG states that the 
effect of the offsetting deferred income tax entry to Account 190 was to increase AIC's 
electric service rate base by approximately $16.855 million. 
 
 Because the plant at issue is within the State of Illinois (Order, Docket Nos. 00-
0650 and 00-0655 (cons.) at 1), the AG notes that Illinois gas ratepayers were 
exclusively receiving the benefit of Metro East-related ADIT immediately before the 
transfer.  Following the transfer to CIPS, the AG states the net ADIT balance on the 
books of CIPS for the Metro East plant was initially set to zero, and Illinois gas 
ratepayers lost the ADIT benefit formerly associated with the Metro East plant.  
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.  Although AIC 
stated in response to DR AG 8.01 that “the net impact on total deferred taxes on the 
books of UE was zero,” the AG states 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.  The AG notes that AIC also 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 UE’s rate base in Missouri Public Service 
Commission rate cases following the transfer. 
 
 As Staff witness Ostrander notes in his direct testimony, the underlying value of 
the Metro East 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 related to Metro East 
was set to zero, the total net rate base of the Metro East plant was made higher, and 
ratepayers should not be required to support an increase in rate base for the same 
asset simply because the asset changed ownership.  The AG notes that AIC witness 
Stafford admitted that CIPS' rate base, which includes the Metro East plant, increased 
as a result of the ADIT adjustment.  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.  While the step-up basis entry in Account 
190 has been gradually decreasing over time through amortization, as shown in the 
attachment to AIC’s response to data request AG 8.10, the AG notes that it is still 
positive. 
 
 While Mr. Stafford believes that the ADIT on most of the Metro East assets will 
be increasing on AIC’s books in 2013 and 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; the AG believes it is important to 
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note that Mr. Stafford did not quantify this likelihood or describe the methodology he 
used to make this estimate; the calculation would entail an analysis of tax vs. book 
depreciation over time for each and every depreciable asset within the Metro East 
electric plant.  In fact, the AG notes that Mr. Stafford stated in AIC's response to DR AG 
8.10 that “[t]he income tax records in account 282 were not maintained separately for 
the Metro East assets; therefore we could not separate the ADIT entries related to those 
assets.” 
 
 The AG asserts that it is irrelevant whether the Metro East ADIT deduction in 
2013 might be greater under AIC’s proposal to maintain the step-up offset entry on its 
books, as the relevant comparison is whether, for ratemaking purposes, rate base with 
the Step-Up Basis entry in Account 190 is higher than rate base without that entry, and 
it unequivocally is.  Staff and the AG did not use the value of the ADIT debit as of the 
date of the 2005 transaction, as Mr. Stafford suggests in his surrebuttal testimony, but 
rather used the value as of the filing year. 
 
 While Mr. Stafford also cites prior Commission orders finding that there “is not a 
strong likelihood that consummation of the proposed [asset transfer] will result in the 
Metro East ratepayers being subject to an increase in base rates during the mandatory 
transition period,”  the AG submits it should be noted that the “mandatory transition 
period” mentioned at page 16 of the Docket Nos. 00-0650 and 00-0655 order that Mr. 
Stafford cites is from statutory language in the Illinois Public Utilities Act, which defines 
the “mandatory transition period” to end on January 1, 2007 (220 ILCS 5/16-102); thus, 
the Commission’s forecast in that order of thirteen years ago was explicitly not 
applicable to years beyond 2007 such as 2013 or 2014.  The AG also believes that the 
issue here is not whether the Commission found that Metro East ratepayers would be 
subject to an overall increase in base rates at the time of the transfer, but whether AIC’s 
continued accounting treatment of the specific ADIT – Metro East item in Account 190 
results in increased rates. 
 
 Although Mr. Stafford argues that, because tax depreciation on the transferred 
assets was reset to year 0 of a twenty-year schedule immediately after the transfer, a 
full amount of ADIT will eventually accrue on the Metro East assets and will be 
deducted from AIC’s rate base, and that to also include the ADIT that was recorded on 
UE’s books just before the transfer would comprise “double counting.”  However, the 
AG notes that money has a time value, as Mr. Stafford acknowledged, and the AG 
suggest that Illinois ratepayers should receive that benefit sooner rather than later. 
 
 The AG notes that AIC claims in its Initial Brief that the record evidence shows 
that the ADIT impact of the transfer has not harmed ratepayers but benefited them.  In 
fact, the AG suggests there is no evidence, uncontroverted or otherwise, to support this 
claim.  To support this claim of ratepayer benefit, AIC asserts that it is likely that the 
ADIT deduction for the transferred assets would be greater under AIC’s proposed 
treatment, than if the transfer had not taken place.  But other than offering this 
conclusory statement by AIC witness Stafford, the AG submits that the Company 
produced no actual documentation to support this claim, did not quantify the alleged 
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“likelihood,” or benefit, and acknowledged that AIC did not maintain the records to 
identify the actual ADIT in Account 282 related to Metro East assets. 
 
 The AG submits that it is inappropriate to allow AIC and its corporate affiliates to 
increase rate base for ratemaking purposes solely by transferring an asset between 
corporate affiliates.  The proposal of the AG and Staff is that the Company’s rate base 
should be reduced by $5.624 million to account for this adjustment. 
 

d. CUB Position 
 
 CUB notes the debit balance included in Account 190 for “tax depreciation step-
up basis Metro,” an offset against the credit balances in the determination of the net 
ADIT balance, should be eliminated.  CUB states that a utility’s net rate base value is 
measured as the plant in service minus ADIT; that is the value that ultimately goes into 
the revenue requirement.  ADIT decreases rate base, and therefore the effect of the 
offsetting credit created by AIC inappropriately increases rate base. 
 
 CUB opines that this balance is related to the 2005 transfer of certain tax-
depreciable assets from AIC legacy company, UE to CIPS, and at the time the transfer 
took place, the book value of the assets was higher than the tax value of the assets.  
CUB notes that the transfer took place at the book value, and there was no gain for tax 
purposes, because the two companies involved were affiliates and filed a consolidated 
tax return.  However, CUB avers that CIPS “stepped up” the tax basis of the assets to 
be equal to their book value; with those values equal, there would be no net deferred 
taxes, and CIPS recorded a deferred tax asset on their books to offset the related ADIT 
at the time of the transfer. 
 
 CUB suggests that the ultimate result of the transfer was that the value of the 
assets included in the rate base of CIPS was greater than the assets had been when on 
the books of UE, which appears to be an inequitable result for ratepayers.  CUB submits 
that the transfer of assets should not result in an increase to the net value of the assets 
included in rate base.  In AIC’s two previous electric formula rate cases, CUB notes the 
Commission allowed AIC to include the deferred tax debit balances related to tax 
depreciation step-up basis Metro in the electric rate base.  CUB believes the facts in this 
proceeding are different, however, because in those cases, the ADIT that had existed 
before the transfer was, in effect, reduced to zero, and the Commission did not address 
the issue presented in this case—the net-of-tax value of assets increasing as a result of 
the transfer. 
 
 CUB notes that Staff witness Ostrander proposes the same adjustment as Mr. 
Effron.  CUB states that Mr. Ostrander explains that the assets are the same under the 
ownership of CIPS or UE, yet the ratemaking effect is different under CIPS’ ownership, 
and he concludes that the rate base value attributable to the assets for ratemaking 
purposes should not change because the assets were transferred between affiliates. 
 



  13-0301 

30 
 

 CUB asserts that in its Initial Brief, AIC attempts to divert attention from the real 
issue here – the ratemaking effect of the transfer – and instead focuses on the cause of 
that inequity (the Commission-approved transfer).  CUB notes that AIC also asserts that 
there is no “net” increase to rate base because AIC’s books presently contain more 
ADIT than they would have before the transfer.  CUB states that AIC also acknowledges 
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' rate base.  
However, AIC claims that because the ADIT on the assets at Union Electric did not 
follow the assets to CIPS, ADIT started accumulating deferred income taxes anew on 
CIPS' books following the transfer- in an amount that “exceeds the vintage ADIT from 
Union Electric.”  CUB opines that this argument is a red herring and has no impact on 
the true issue here – that the result of the transfer was that the value of the assets 
included in the rate base of CIPS was greater than the assets had been when on the 
books of Union Electric. 
 
 CUB suggests that AIC in its Initial Brief incorrectly describes the long-term ADIT 
impact as an offset to the (admitted) increase in CIPS' rate base, apparently believing 
that the two things are linked because they both concern ADIT on these assets.  
However, AIC fails to mention that ratepayers can and should receive the “benefit” they 
discuss (nothing more than normal accounting treatment of starting over the tax 
depreciation) whether or not Ameren is allowed to collect for a higher rate base than is 
appropriate.  In Ameren’s scenario, the “new ADIT” is an offset to the appropriate rate 
base.  In Ameren’s own words, that “does not go far enough.”  For truly equitable 
ratemaking, CUB believes the rate base should be appropriately set and the “new ADIT” 
should be counted, and this is not an either/or proposition, as AIC attempts to frame it. 
 
 Of additional concern to CUB is the suggestion in AIC’s Initial Brief that the 
AG/CUB and Staff proposal would result in double-counting of ADIT and give 
ratepayers an undeserved windfall.  As set forth, CUB asserts that this proposed 
adjustment is not double-counting – it sets an appropriate rate base, and allows normal 
accounting procedures to continue.  But more than that, CUB suggests that the 
statement that the Commission should not give ratepayers an “undeserved windfall” – is 
truly telling of AIC’s position.  Though it is a regulated monopoly, it appears to CUB that 
AIC's primary goal is to maximize returns for investors, and while AIC must provide safe 
and reliable utility service, it appears to CUB that its concern for its ratepayers 
apparently ends there.  CUB suggests it is preposterous to even put “ratepayers” and 
“undeserved windfall” in the same sentence, given the extreme inequities that exist 
between the utility/shareholders and its ratepayers. 
 
 CUB notes that AIC witness Stafford acknowledges that prior to the transfer, 
there was a balance of ADIT on the books of UE; and as a result of the transfer, the 
balance of ADIT on the UE books was, in effect, eliminated.  Since ADIT decreases rate 
base, CUB notes that eliminating ADIT increased the rate base value of those assets.  
CUB asserts that AIC’s choice to increase the asset’s rate base value should not be 
accepted by the Commission, and the deferred tax asset which currently decreases 
ADIT should be eliminated from the AIC’s rate base. 
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e. Commission Conclusion 

 
 The Commission recognizes that in addressing this issue, it has been raised in 
both Docket Nos. 12-0001 and 12-0293, the previous AIC formula rate dockets, and in 
each docket the Commission rejected adjustments substantively identical to those 
proposed in this proceeding.  As more fully explained above, certain assets comprising 
the Metro East service territory were transferred from UE to CIPS in 2005.  Prior to the 
transaction, there was Metro East related ADIT on UE's books, however, upon 
acquisition, CIPS "stepped-up" the cost basis of the assets for tax purposes to reflect 
the net book value.  As a result of the transfer, the ADIT on the CIPS books was set at 
zero; a result which Staff, the AG, and CUB suggest caused Illinois ratepayers to lose 
the ADIT benefit-as a rate base deduction- formerly associated with the Metro East 
plant. 
 
 AIC argues that again, no adjustment is necessary, as this issue is well-settled, 
and that the evidence presented demonstrated that ratepayers will receive the full tax 
benefits of the depreciation of the assets in question.  AIC also claims that should the 
Commission accept Staff or the AG's proposed adjustment it would in effect result in a 
double counting of UE ADIT. 
 
 Staff suggests it has demonstrated that CIPS accounting for the transaction 
resulted in an increased rate base under CIPS ownership for the same customers after 
the transaction compared to the rate base under UE’s ownership prior to the 
transaction.  Staff does not contest the accounting for UE assets at transfer or post 
transfer, however Staff contests the ratemaking treatment of the step-up deferred tax 
asset.  Staff argues the step-up deferred tax asset offsets the UE ADIT, thus depriving 
Illinois ratepayers of the ADIT benefit that had accumulated on the plant during its 
ownership by UE. 
 
 Similar to Staff and CUB, the AG proposes an adjustment that reverses the ADIT 
debit that the AG believes AIC improperly applied when it acquired the Metro East 
assets from UE in 2005.  Because an ADIT debit reduces the net ADIT balance, the AG 
believes it is necessary to remove the debit amount so that the ADIT balance properly 
reflects the ADIT benefit associated with UE’s Illinois plant.  The AG suggests that this 
adjustment is the remaining amount of the UE-related ADIT debit which has fallen 
through amortization since 2005.  The ADIT debit was recorded in 2005 to Account 190 
of AIC’s then-subsidiary CIPS as an equal offset to Metro East-related ADIT in Account 
282 of CIPS.  The AG asserts that this offset to Metro East-related ADIT allowed CIPS 
to immediately increase its rate base, depriving Illinois ratepayers of the ADIT benefit 
that had accumulated on the plant during its ownership by UE, while the AG and Staff 
adjustment would restore a portion of that benefit to Illinois ratepayers. 
 
 CUB suggests that the result of the transfer of assets from UE to CIPS was that 
the value of the assets included in the rate base of CIPS was greater than the assets 
had been when on the books of UE, which appears to be an inequitable result for 
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ratepayers.  CUB submits that the transfer of assets should not result in an increase to 
the net value of the assets included in rate base.  CUB believes the facts in this 
proceeding are different than the previous formula rate cases of AIC, because in those 
cases, the ADIT that had existed before the transfer was, in effect, reduced to zero, and 
the Commission did not address the issue presented in this case—the net-of-tax value 
of assets increasing as a result of the transfer. 
 
 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 also notes the suggestion of the company that forcing AIC to 
recognize UE's ADIT as well as CIPS’ would double-count ADIT, 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, the Commission is 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  it does not appear from the evidence presented that 
ratepayers will receive the appropriate tax benefits from the 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. 
 
 If a party wants to propose a similar adjustment in future proceedings, the 
information should be requested by that party and AIC shall provide the requested 
information to demonstrate with actual amounts or calculated amounts from the books 
and records of the involved entities that AIC ratepayers were not and will not be harmed 
by the regulatory treatment of the internal transfer of assets from one AIC operating 
utility to another AIC operating utility. 
 

4. OPEB Contra Liability 
 

a. Staff Position 
 
 Staff witness Pearce proposes an adjustment to remove from rate base $827,000 
for the Other Post-Employment Benefits (“OPEB”) Contra-Liability balance, net of ADIT. 
In rebutting Staff’s adjustment, Staff notes that AIC provided no evidence that any 
excess contributions to the trust fund were made with discrete shareholder 
contributions, e.g., funds obtained from sources other than operating revenues.  Staff 
states that it also found no evidence that shareholders provided funds in excess of the 
accrual expense amount already recovered from ratepayers.  Moreover, Staff suggests 
ratepayers continue to be charged for OPEB expense in utility rates, which is borne out 
by the fact that the 2012 reporting year reflects OPEB costs in the amount of 
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$9,772,725 that AIC has collected from ratepayers. Because ratepayers have supplied 
the cash for the OPEB expenses through on-going utility rates, Staff believes that 
ratepayers should not have to provide shareholders with a return on excess 
contributions. 
 
 Staff notes that the Commission has held this position in many cases, including 
several North Shore Gas Company ("North Shore") and Peoples Gas, Light, and Coke 
Company ("Peoples") Orders. (ICC Order Docket Nos. 07-0241/07-0242 (Cons.) 
(February 5, 2008); ICC Order Docket Nos. 09-0166/09-0167 (Cons.) (January 21, 
2010); ICC Order Docket Nos. 11-0280/11-0281 (Cons.) (January 10, 2012); ICC Order 
Docket Nos. 12-0511/12-0512 (Cons.) (June 18, 2013).)  Accordingly, Staff submits 
there is no basis for the Commission to consider anything beyond the source of the 
monies - revenues collected from ratepayers in the form of utility rates - in adopting 
Staff’s adjustment to exclude the so-called “OPEB Contra-Liability” from rate base.  
Staff urges the Commission to accept Staff’s adjustment because it is consistent with 
numerous prior Commission decisions that correctly recognize ratepayers provide the 
funding for OPEB expenses and they should not be required to pay shareholders a 
return for monies that they (ratepayers) provided. 
 
 While AIC argues in its Initial Brief that the use of accrual basis accounting for 
purposes of OPEB expense recovery in rates permits AIC to earn a return on amounts 
paid into the OPEB Trust fund whenever cash payments into the Trust exceed the 
accrual basis expense for the period, Staff disagrees believing that the “contra liability” 
is merely a timing difference, as AIC agrees.  Staff opines that the existence of a timing 
difference does not change the underlying source of funds.  Staff notes that AIC has 
provided no evidence that any excess contributions to the trust fund were made with 
discrete shareholder contributions, e.g., funds obtained from sources other than 
operating revenues. 
 
 While AIC presupposes in its Initial Brief that the source of excess OPEB funds in 
the instant proceeding is unresolved, asserting that the crux of the dispute is whether 
the funds paid into the OPEB Trust in excess of the accrual expense amount are funds 
provided by ratepayers, Staff avers that in the absence of evidence that discrete 
contributions from shareholders provided the excess monies paid into the OPEB Trust, 
the only possible source of funds would be the operating revenues provided by utility 
rates collected from ratepayers.  This is also why AIC’s assertion that “symmetry 
requires that AIC include the additional amount in rate base” is patently false. Because 
ratepayers, not shareholders, supply the monies for OPEB expense, true symmetry 
requires that shareholders not be allowed to earn a return on ratepayer-supplied funds. 
 
 Staff notes that in a final attempt to convince the Commission that AIC 
shareholders are entitled to earn a return on monies collected from AIC ratepayers, AIC 
cites the two ComEd cases, Docket No. 10-0467, Order, 50-51 (May 24, 2011) and 
Docket No. 05-0597, Order on Reh’g, 28 (December 20, 2006), in which ComEd 
shareholders were allowed some type of return on excess funds paid to the pension 
trust.  Staff suggests that those cases truly are inapposite to the instant proceeding 
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because ComEd provided evidence of discrete shareholder contributions in both cases, 
a fact not in evidence in this proceeding.  Accordingly, in this proceeding, Staff asserts 
that no basis exists for the Commission to consider anything beyond the source of the 
monies -- revenues collected from ratepayers in the form of utility rates. Staff urges the 
Commission to accept Staff’s adjustment because it is consistent with numerous prior 
Commission decisions that correctly recognize ratepayers provide the funding for OPEB 
expenses and they should not be required to pay shareholders a return for monies that 
they (ratepayers) provided. Therefore, the Commission should adopt Staff’s adjustment 
to exclude the “OPEB Contra-Liability” from rate base. 
 

b. AIC Position 
 
 AIC states that it has reflected in rate base an OPEB Contra-Liability amount of 
$1.4 million, representing the balance in AIC’s OPEB liability account at year-end 2012.  
This amount represents the year-end 2011 OPEB liability, plus the OPEB accruals for 
2012 of $7.9 million (Sch. C-11.3a) less the actual payments in 2012 into the OPEB 
Trust of $19.7 million (Sch. B-2.12).  AIC notes that the approved formula rate 
schedules have a specific line item (Line 34) on Sch. FR B-1 for inclusion of the OPEB 
liability balance in Rate Base, even if the year-end 2012 balance is negative, or “contra.”  
Because the OPEB Contra Liability represents amounts funded into the OPEB Trust in 
excess of amounts recovered from customers as operating expenses in rates, AIC 
states that inclusion in rate base is appropriate. 
 
 AIC notes that it uses accrual-based accounting for its OPEB expense, and this 
accrual based expense amount is used to set the level of the OPEB operating expense 
recovered in rates.  AIC notes that payments into the OPEB Trust fund, however, may 
not be the same as the accrual amount, as the balance in the OPEB liability account 
represents any difference between the accruals and the payments: the difference 
between amounts accrued for OPEB expense, net of payments made into the Trust, is 
recorded as a liability if accruals exceed payments, or as a contra balance in the liability 
account, if payments exceed accruals.  For 2012, AIC notes the difference in actuarially-
determined Medicare Part D payments and reimbursements has resulted in payments 
into the Trust in excess of accruals, which results in a contra liability amount, which 
increases rate base. 
 
 AIC notes that Staff proposes to remove the OPEB Contra Liability amount from 
rate base, and this position is based on its assertions that: (i) the OPEB Contra Liability 
is funded by ratepayers, not shareholders, because the monies to make the payments 
come from utility revenues irrespective of whether payments into the Trust exceed the 
accrual expense; and (ii) a series of Peoples/North Shore Orders establish a 
Commission practice that shareholders should not earn a return on ratepayer-supplied 
funds.  In short, Staff takes the position that AIC should earn no return on the amount by 
which payments exceed accrual expense. 
 
 AIC believes that this issue is one of first impression for AIC under formula rates, 
and suggests that the crux of the dispute is whether the funds paid into the OPEB Trust 
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in excess of the accrual expense amount are funds provided by ratepayers.  Staff 
claims that ratepayers have supplied the difference in funds both when payments into 
the OPEB trust are less than the accrual amount in rates and when payments into the 
OPEB trust are more than the accrual amount in rates.  AIC believes that this is a 
logical contradiction, and so should be rejected. 
 
 AIC notes that it is not disputed that, where payments into the OPEB Trust in a 
given year have been less than the accrual expense amount on which rates are set, the 
Commission has found a deduction of the difference from rate base appropriate.  In 
other words, where AIC has been paying amounts into the Trust that are less than the 
amount being recovered through rates, that difference represents ratepayer supplied 
funds and is deducted from rate base.  Ameren Ill. Co., Docket No. 11-0282, Order, p. 
18; Central Ill. Light Co., et al., Docket No. 09-0306 (Cons.), Order, p. 90 (April 29, 
2010). 
 
 AIC suggests that the situation in this case is the opposite: AIC has, in 2012, 
funded more into the OPEB Trust than was recovered in rates, thus, AIC’s actual 
experience in 2012 was that it made payments in excess of the accrual amounts and 
produced the contra-liability.  Staff, nevertheless, claims that ratepayers supplied the 
difference between the payments and the accrual amount, despite the fact that the rates 
those ratepayers paid included only the accrual amount.  Staff, however, does not 
explain how the ratepayers supply more funds than the amount included in rates, other 
than to assert, without explanation, that the “underlying source of monies paid to the 
OPEB Trust Fund is utility revenues collected from ratepayers.”  AIC notes that there is 
no segregated account for contributions into the OPEB trust; and the OPEB contra-
liability balance is based on funding into the Trust that exceeds operating expenses.  
Since rates are designed to recover operating expenses, a source other than operating 
revenues is required to fund the remainder. 
 
 In essence, the OPEB contra-liability represents timing differences, as Staff 
acknowledges: “The accrual of expense and the payment of contributions to the OPEB 
Trust Fund typically occur at different times.”  In this case, AIC has in 2012 funded more 
into the OPEB Trust than the accrual expense amount reflected in rates.  By including 
this difference as an OPEB contra-liability and reflecting it in rate base, AIC earns a 
return on this amount and is compensated for the timing difference.  In other words, 
inclusion of the OPEB contra-liability compensates AIC for the time value of the 
additional funding dollars it spent in 2012.  In years where the payments into the OPEB 
Trust are less than the accrual expense amount, resulting in a positive OPEB Liability 
balance, ratepayers would be compensated for the time value of their money by 
deducting the amount from rate base.  But when payment amounts are greater than the 
accrual amount, resulting in a negative, or contra, OPEB Liability balance, symmetry 
requires that AIC include the additional amount in rate base.  This treatment is also 
appropriate because it allows AIC to recover its actual costs of delivery services, as 
required under the Energy Infrastructure Modernization Act ("EIMA"). 
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 AIC submits that the Peoples/North Shore cases cited by Staff in testimony are 
inapposite, as they address the treatment of pension assets, not OPEB contra-liabilities, 
for a gas utility, not an electric utility, under traditional ratemaking, not the formula rate 
law.  Staff, however, believes that treatment of a pension asset and the OPEB contra-
liability are “similar issues.”  If that is the case, then AIC suggests that Staff’s position 
that no return is warranted on the OPEB contra-liability is not supported, noting that 
electric utilities have received a return on pension assets in the past, citing 
Commonwealth Edison Co., Docket 10-0467, Order, pp. 50-51 (May 24, 2011) 
(authorizing recovery of return costs of pension funding to extent of ratepayer benefit); 
Commonwealth Edison Co., Docket 05-0597, Order on Reh’g, p. 28 (Dec. 20, 2006) 
(authorizing debt return on pension asset); Central Ill. Light Co., Docket 94-0040, 1994 
PUC Lexis 577, Order at *10 (Dec. 12, 1994) (allowing pension asset in rate base). And 
the legislature has authorized a debt return for pension assets under the formula rate 
law governing this proceeding.  220 ILCS 5/16-108.5(c)(4)(D).  Presumably, the 
legislature was aware of both cases cited by Staff as well as those cited above when it 
adopted the pension asset return provision, and determined that pension assets should 
receive some return.  Thus, AIC submits that any similarity between the OPEB contra-
liability and a pension asset supports the conclusion that the OPEB contra-liability 
should also earn some return.  As Staff proposes no return at all, only AIC’s inclusion of 
the OPEB contra-liability in rate base allows the contra liability to earn a return. 
 
 Finally, AIC believes that policy considerations demand encouraging appropriate 
OPEB funding, in that the Commission should encourage OPEB contributions, not 
penalize utilities and their shareholders for making them and so discourage utilities from 
complying with their retirement funding obligations.  See, e.g., Commonwealth Edison 
Co., Docket 05-0597, Order on Reh’g, p. 28 (return on pension asset “consistent with 
the Commission’s objective of encouraging utilities to fund pension obligations and, at 
the same time, allowing recovery of reasonable costs of providing funding.”)  For these 
reasons, AIC submits that the Commission should approve inclusion of the OPEB 
contra-liability in rate base. 
 

c. Commission Conclusion 
 
 The Commission notes that Staff proposes an adjustment to remove from rate 
base $827,000 for the OPEB Contra-Liability balance, net of ADIT.  Staff suggests that 
there is no evidence that any excess contributions to the trust fund were made with 
discrete shareholder contributions, and because ratepayers have supplied the cash for 
the OPEB expenses through on-going utility rates, Staff believes that ratepayers should 
not have to provide shareholders with a return on excess contributions. 
 
 AIC acknowledges that it has reflected in rate base an OPEB Contra-Liability 
amount of $1.4 million, and notes that the approved formula rate schedules have a 
specific line item (Line 34) on Sch. FR B-1 for inclusion of the OPEB liability balance in 
Rate Base, even if the year-end 2012 balance is negative, or “contra.”  Because the 
OPEB Contra Liability represents amounts funded into the OPEB Trust in excess of 
amounts recovered from customers as operating expenses in rates, AIC states that 
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inclusion in rate base is appropriate.  AIC argues that it has in 2012 funded more into 
the OPEB Trust than the accrual expense amount reflected in rates, and by including 
this difference as an OPEB contra-liability and reflecting it in rate base, AIC properly 
earns a return on this amount and is compensated for the timing difference. 
 
 The Commission believes that AIC has properly set out the issue in this 
proceeding, which the Commission recognizes is an update to the formula rate-making, 
and not a proceeding under traditional rate-making methods.  The Commission believes 
that the EIMA allows AIC to earn a return for this item, as suggested by AIC, therefore 
Staff's proposed adjustment is denied. 
 

C. Original Cost Determination 
 
 AIC requests the Commission approve an original cost of electric plant in service 
as of December 31, 2012, before adjustments for projected plant additions, of 
$5,234,063,000.  Staff recommends the Commission approve AIC’s request for an 
original cost finding.  Staff further recommends that if the Commission makes any 
adjustments to plant, those adjustments should also be reflected in the original cost 
determination.  AIC and Staff both suggest the following form of language in the 
Findings and Orderings paragraphs in this proceeding: 
 

(x) the Commission, based on AIC’s proposed original cost of plant in 
service as of December 31, 2012, before adjustments of $5,234,063,000 
and reflecting the Commission’s determination adjusting that figure, 
unconditionally approves $5,234,062,000 as the composite original cost of 
jurisdictional distribution services plant in service as of December 31, 
2012. 
 

 The Commission finds that the original cost determination of electric plant in 
service, before adjustments for projected plant additions, is uncontested; therefore, it 
will be set at $5,234,063,000, and the requested language will be included in the 
Finding and Ordering paragraphs of this Order. 
 

D. Rate Base 
 

1. Filing Year 
 
 AIC states that the proposed filing year rate base, without template changes, is 
shown on Schedule FR A-1 of Appendix A attached to its Initial Brief.  The proposed 
filing year rate base, with template changes AIC is recommending be adopted in Docket 
Nos. 13-0501 and 13-0517 (Cons.), is shown on Schedule FR A-1 of Appendix B 
attached to its Initial Brief.  AIC recommends a total rate base of $2,042,230,000. 
 
 Staff recommends a total rate base of $2,026,629,000 as presented on Appendix 
A, Schedule 3 attached to its Initial Brief. 
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 The AG requests that the Commission adjust the data inputs from AIC’s 2012 
FERC Form 1 for the filing year to reflect: 
 

Metro East Step Up Adjustment: Reduce rate base by $5,623,000. 
Accrued Vacation Pay:   Reduce rate base by $6,782,000. 
CWC:     Reduce rate base by $3,651,000. 
 

 The Commission finds, based on the decisions presented earlier on the various 
contested and uncontested issues; that an appropriate rate base for the filing year is 
$2,031,493,000. 
 

2. Reconciliation Year 
 
 AIC states that the proposed reconciliation year rate base, without template 
changes, is shown on Schedule FR A-1-REC of Appendix A attached to its Initial Brief. 
The proposed reconciliation year rate base, with template changes AIC is 
recommending be adopted in Docket Nos. 13-0501 and 13-0517 (Cons.), is shown on 
Schedule FR A-1-REC of Appendix B attached to its Initial Brief.  AIC recommends a 
rate base for the reconciliation year of $2,009,026,000. 
 
 Staff recommends a total rate base of $1,993,527,000 as presented on Appendix 
B, Schedule 3 attached to Staff's Initial Brief. 
 
 The AG requests that the Commission adjust the costs from AIC’s 2012 FERC 
Form 1 for the reconciliation year to reflect: 
 

Metro East Step Up Adjustment;  Reduce rate base by $5,623,000. 
Accrued Vacation Pay:   Reduce rate base by $6,782,000. 
CWC:      Reduce rate base by $3,651,000. 
 

 The Commission finds, based on the decisions presented earlier on the various 
contested and uncontested issues; that an appropriate rate base for the reconciliation 
year is $1,998,400,000. 
 
VI. OPERATING REVENUES AND EXPENSES 
 

A. Uncontested or Resolved Issues 
 

1. Company Use of Fuels  
 
 As a result of different allocation factors being proposed in the simultaneous 
electric and gas rate proceedings, Staff witness Ebrey is concerned that AIC could 
recover more than 100% of its common costs for Company Use of Fuels.  In order to 
maintain consistency of the allocation of common costs between this case and Docket 
No. 13-0192, she proposes an adjustment to Company Use of Fuels by applying the 
Labor Allocator rather than the Asset Separation Plan (“ASP”) General Plant Allocator 
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used by AIC in this docket.  In order to narrow the scope of contested issues in this 
case, AIC accepts Ms. Ebrey’s recommendation that the Labor Allocator be used to 
allocate Company Use of Fuels.  The Commission finds this outcome reasonable and 
adopts it. 
 

2. Outside Professional Services 
 

a. Illinois Power Payments 
 
 Staff witness Ostrander proposes an adjustment to reduce Outside Professional 
Services expense by removing payments made by AIC to the surviving spouse of a 
former IP employee under an agreement that obligated AIC to pay monthly stipends to 
the former employee for the rest of his life, and then to his spouse if he preceded her in 
death.  AIC accepts this adjustment.  The Commission finds this adjustment reasonable 
and adopts it. 
 

b. SFIO Non-Rate Case Expense 
 
 Staff witness Ostrander proposes an adjustment to reduce Outside Professional 
Services expense by removing the cost of consulting services provided by Salvatore 
Fiorella.  Mr. Ostrander argues that these costs are not related to the provision of utility 
services because the consulting services are duplicative of the responsibilities of AIC 
personnel.  AIC witness Voiles disagrees with Mr. Ostrander’s conclusion, but in order 
to narrow the scope of contested issues in this case AIC agrees to withdraw its request 
to recover these expenses in exchange for Staff’s agreement to withdraw its proposed 
adjustment to fees paid to Wells Fargo Advisors.  The Commission agrees that the 
withdrawal of SFIO expenses is appropriate and incorporates it into the conclusions 
herein. 
 

3. Incentive Compensation – Derivative Adjustment 
 
 Staff witness Ebrey recommends that payroll taxes and pension expense 
amounts derived from incentive compensation costs for which AIC did not seek 
recovery be removed from the revenue requirement.  AIC accepts this adjustment.  The 
Commission finds this adjustment reasonable and adopts it.   
 

4. Rate Case Expense 
 
 After AIC provided invoices and supporting documentation for rate case expense 
included in this proceeding for compensation to attorneys and experts in connection 
with the litigation of Docket Nos. 12-0001 and 12-0293, Staff witness Ostrander 
concludes that the amounts, with the exception of the cost of SFIO services, were just 
and reasonable.  Mr. Ostrander also recommends reclassifying some costs of Docket 
No. 12-0001 from miscellaneous distribution expense to rate case expense.  AIC 
concurs with Mr. Ostrander’s position.  Staff and AIC recommend particular language 
concerning the Commission's findings on this issue.   
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 The Commission has considered the costs expended by AIC to compensate 
attorneys and technical experts to prepare and litigate this rate case proceeding.  In the 
absence of contrary arguments and additional resources, the Commission finds that the 
amount included as rate case expense in the revenue requirement of $1,210,000 is just 
and reasonable pursuant to Section 9-229 of the Act.  This amount includes the 
following costs: $462,000 amortized rate case expense associated with the initial 
formula rate proceeding, Docket No. 12-0001, and $748,000 associated with Docket 
No. 12-0293. 
 

5. Industry Dues Expense 
 
 Staff witness Pearce proposed an adjustment to reduce Industry Dues Expense 
by removing amounts paid to the St. Louis Area Business Health Coalition ("BHC") and 
Hunton & Williams LLP.  Ms. Pearce argued that these amounts are non-recoverable 
lobbying expenses.  AIC explained that less than 2% of the amount paid to BHC was 
used for lobbying and argued that it would therefore be inappropriate to disallow the 
entire amount.  Ms. Pearce modified her adjustment to remove only the 1.26% of the 
total cost of BHC membership that was attributable to lobbying.  AIC accepts this 
modified adjustment.  In order to simplify the contested issues in the case, AIC also 
accepts Ms. Pearce’s adjustment to remove the amounts paid to Hunton & Williams.  
The Commission finds the adjustments reasonable and adopts them. 
 

6. Miscellaneous General Expense (Wells Fargo) 
 
 Staff witness Pearce initially proposed an adjustment to Miscellaneous General 
Expense that would remove amounts paid to the Illinois Energy Association, Bank of 
New York Mellon, and Wells Fargo Advisors.  Ms. Pearce later withdrew the portion of 
her adjustment for the Illinois Energy Association and Bank of New York Mellon.  In 
order to narrow the scope of contested issues in this case, Staff agrees to withdraw the  
remaining portion of this adjustment, for fees paid to Wells Fargo Advisors, in exchange 
for AIC’s agreement to withdraw its request to recover non-rate case expenses paid to 
SFIO. 
 

7. Strategic International Group Expense (Account 909)  
 
 Staff witness Knepler and AG witness Brosch proposed similar adjustments to 
remove expenses for fees paid in 2012 to Strategic International Group ("SIG").  AIC is 
willing to exclude fees paid to SIG from its recoverable expenses.  The Commission 
agrees that the withdrawal of SIG expenses is appropriate and incorporates it into the 
conclusions herein. 
 

8. Account 588 – Miscellaneous Distribution Expense 
 
 The Uniform System of Accounts ("USOA") for electric utilities operating in Illinois 
provides that Account 588, Miscellaneous Distribution Expense, "shall include the cost 
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of labor, materials used and expenses incurred in distribution system operation not 
provided for elsewhere." 
 

a. Economic Consulting Fees 
 
 Staff witness Ebrey proposed an adjustment to remove from Account 588 
expenses paid to outside economic consultants Bates & White and the University of 
Illinois’ Institute of Government and Public Affairs Regional Economic Applications 
Laboratory.  Ms. Ebrey argued that AIC had not provided an explanation of the services, 
or how they are related to the provision of utility service.  AIC witness Pate explains the 
services provided by these consultants and describes how the services relate to the 
provision of utility service.  Based on this explanation, Ms. Ebrey withdrew her proposed 
adjustment. 
 

b. Advertising Costs 
 
 Staff witness Ebrey proposed an adjustment to remove from Account 588 
amounts paid to AIC’s outside communication agency in 2012 for time and expenses for 
projects designed to educate and inform customers about AIC’s investments as a result 
of its participation in the EIMA.  AIC witness Pate explains that these expenses and 
projects informed customers about how AIC would be investing ratepayer resources, 
and how the EIMA-related upgrades will result in improved service and more options.  
Ms. Ebrey withdrew her proposed adjustment. 
 

c. Individual Expenses 
 
 Staff witness Ebrey proposed an adjustment to remove from Account 588 the 
increase in Resource Type 80, Individual Expenses, on the basis that the increase had 
not been sufficiently explained.  AIC witness Pate explains that a significant portion of 
the increase in these expenses is a result of an increase in mileage and hotel expenses 
related to the training of new and existing employees.  Ms. Ebrey withdrew her 
proposed adjustment. 
 

d. Purchases - Other (AIC Self-Disallowed Expense) 
 
 Staff witness Ebrey proposes an adjustment to remove certain costs included in 
the “Purchases – Other” account, on the basis that these costs are of types that were 
disallowed by the Commission in Docket No. 12-0293, are unnecessary for the 
provision of utility service, or do not provide benefits to ratepayers.  In response to a 
data request, AIC agrees that amounts for categories 5, 6, 9b, 10b, 10c, and 10d should 
be removed from recovery in this case.  The Commission finds the adjustments 
reasonable and adopts them. 
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e. Purchases – Other (Reclassified Capital) 
 
 Staff witness Ebrey removes several items from the “Purchases – Other” 
account, noting that these items had been reclassified as capital.  AIC accepts the 
adjustments.  The Commission finds the adjustments reasonable and adopts them.   
 

f. Purchases – Other (Reclassified Rate Case Expense) 
 
 Staff witness Ostrander recommends that certain court reporting costs originally 
classified as Miscellaneous Distribution Expense be reclassified as Rate Case Expense.  
AIC agrees with the adjustments.  The Commission finds the adjustments reasonable 
and adopts them. 
 

g. Relocation Expense (AIC Self-Disallowed Expense) 
 
 Staff witness Ebrey proposes an adjustment to reduce the amount of relocation 
expense included in Account 588.  In reviewing the relocation expense charged to 
Account 588, AIC determined that expenses related to two employees should not have 
been charged to AIC’s electric operations in 2012, and that a certain portion of 
expenses related to a third employee should not have been charged to AIC’s electric 
operations.  In addition, AIC determined that certain payroll uploading amounts were 
associated with the self-disallowed relocation expense amounts and removed these 
payroll-uploading costs as well.  Although other components of relocation expense 
remain contested, the parties are in agreement that AIC’s self-disallowance of 
approximately $24,652 in relocation expenses is appropriate.  The Commission finds 
the adjustments reasonable and adopts them. 
 

9. Miscellaneous Operating Revenues – Overheads and 
Miscellaneous 

 
 Staff witness Ebrey and AG witness Brosch propose similar adjustments to use 
the electric transmission and distribution allocator to assign a portion of the Mutual 
Assistance/Overheads Billed to Other Parties to electric distribution.  Ms. Ebrey and Mr. 
Brosch also propose an adjustment to use the general plant allocator to assign a portion 
of the Miscellaneous Billings revenue to electric distribution.  These changes are based 
on AIC’s responses to data requests, which indicate that the proposed allocation would 
be in lieu of a labor-intensive, detailed analysis of each transaction or group of 
transactions within the accounts.  AIC agrees that the adjustments are appropriate.  The 
Commission finds the adjustments reasonable and adopts them. 
 

B. Contested Issues 
 

1. Miscellaneous Operating Revenues – ARES 
 
 Miscellaneous operating revenue is earned by AIC when utility customers or 
other third parties are charged for services other than the retail purchase or delivery of 
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energy.  The jurisdictional amount of total miscellaneous operating revenue is used to 
reduce AIC’s revenue requirement because such revenues are earned in connection 
with providing utility services or as a result of being in the utility business, and therefore 
contribute to the recovery of AIC’s overall revenue requirement. 
 
 AIC received approximately $1,285,000 in miscellaneous operating revenue in 
2012 from cell phone companies in exchange for vacated microwave frequencies that 
AIC previously used to transmit electric data as part of its supervisory control and data 
acquisition ("SCADA") system.  AIC contends that the frequencies were used in support 
of its transmission facilities and therefore no part of the $1,285,000 should be included 
in electric delivery service operating revenues.  The AG, CUB, and Staff disagree and 
recommend allocating a portion of the sale proceeds to the delivery service revenue 
calculation. 
 

a. AG Position 
 
 Using a net transmission/distribution plant allocator, the AG proposes an upward 
adjustment of $1,028,180 to AIC’s Miscellaneous Operating Revenues listed on Line 21 
of Schedules FR A-1 and FR A-1 REC of AIC’s formula rate tariff to represent the 
distribution portion of revenue AIC received from cell phone companies for vacated 
microwave frequencies.  While AIC’s Schedule FR A-2 shows that distribution net plant 
comprises approximately 80% of AIC’s total electric plant, the AG explains that AIC 
improperly allocated all of the revenue associated with the sale of plant data 
communication spectrum to transmission services.  The exclusion of all of these 
revenues from the distribution services revenue requirement increases distribution 
rates.  To compound the problem, the AG points out that AIC excludes the microwave 
frequencies revenue not only from Commission jurisdiction delivery service revenues, 
but also from FERC transmission rate filings.  This action by AIC, the AG continues, 
harms ratepayers and unjustly benefits shareholders. 
 
 In response to an AG data request asking the basis for not attributing any of 
these revenues to the distribution revenue requirement, AIC asserts that it was using 
the microwave frequencies that are now being vacated for “electric transmission data for 
SCADA.” (AG Ex. 1.4, page 4, AIC response to DR AG 5.03(a).)  The AG further 
observes that AIC also admitted that "AIC has not identified the transmission assets that 
were previously used to transmit transmission data for SCADA.  Such identification is 
not practical given that such revenues are not directly associated with one or more 
assets.” (AG Ex. 1.4, page 5, AIC response to DR AG 5.03(e).)  AIC witness Stafford 
reiterated these points in Ameren Ex. 9.0 at 39.  According to the AG, Mr. Stafford can 
not cite to any evidence in support of his position other than his own statements. 
 
 AG witness Brosch observes that AIC had not identified any specific FERC-
regulated transmission assets or operations related to the microwave frequency 
revenues.  He notes further that AIC was unable to show that these revenues were not 
related to its distribution assets or operations.  Thus, Mr. Brosch recommends that 
these revenues be allocated between AIC’s distribution and transmission functions 
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using AIC’s net plant allocation factor, as shown on lines 1 through 3 of AG Ex. 1.3, 
page 1.  He explains that in the absence of a more specific or direct allocation, it is 
appropriate to use the allocation factor AIC generally uses to determine 
transmission/distribution plant ratios.  Multiplying the total revenue amount of 
$1,285,000 by the Net Plant Allocation Factor of 79.99% shown on Sch. FR A-2, line 20 
of AIC’s formula rate tariff (Ameren Ex. 18.3) yields the AG’s proposed adjustment of 
$1,028,180. 
 
 The AG acknowledges Mr. Stafford's complaint that where AIC or the AG has 
proposed to reduce recovery of operating expenses or rate base investments recorded 
on AIC’s FERC Form 1, Mr. Brosch has made no proposal to shift such costs to the 
FERC jurisdiction for cost recovery.  The AG responds that downward ratemaking 
adjustments to operating expenses or rate base investments are generally proposed 
where the amounts at issue were not reasonable and necessary for distribution service; 
a determination that costs are unreasonable or unnecessary for distribution does not 
imply that they should be allocated to transmission service.  Moreover, the AG 
continues, there has been no indication by AIC that it has incurred any costs in 
connection with the revenues it received from cellular carriers in return for vacating 
certain microwave radio frequencies.  The AG asserts that Mr. Stafford’s suggestion 
that Mr. Brosch should be faulted for not proposing recovery of non-existent costs in 
transmission rates should be rejected as a red herring.  The AG also finds it revealing 
that AIC has provided no records, accounts, or other evidence that any such expenses 
or investments exist.   
 
 The AG also reports that despite claiming that these revenues are solely 
transmission related, AIC admits that the revenues have not been credited to FERC 
transmission jurisdiction for ratemaking purposes.  The AG points out that “AIC intends 
to explore whether the appropriate revenues can be credited to ratepayers under the 
formula in the Company’s next FERC jurisdictional filing.” (AG Ex. 1.4, pages 4-5, AIC 
response to DR AG 5.03(b).)  The AG notes further that during cross-examination, Mr. 
Stafford admits that AIC has not yet credited the microwave revenues to the FERC 
jurisdiction.  Moreover, when asked to estimate the likelihood that AIC will, in fact, credit 
the revenues to ratepayers in the next FERC filing, Mr. Stafford declined to offer a 
quantitative estimate.  He testifies that “there’s no way” to get 2012 revenues reflected 
in Attachment O of AIC’s next FERC filing, because AIC is using a forward-looking test 
year for FERC filings.  Mr. Stafford allows that AIC “would be exploring” and “ha[s] 
started th[e] discussion internally [regarding]” the possibility of including 2013 
microwave revenues in a future FERC filing, but did not allow for the possibility that 
2012 revenues might be included in a future FERC filing. (See Tr. at 267:25 to 268:4)   
 
 In the AG’s opinion, the Commission should be convinced that AIC’s treatment of 
these revenues is unreasonable and does not reflect the actual relationship between the 
revenues and their source because of a combination of two things: AIC’s assertion that 
all of the microwave relocation revenues are transmission related is unsupported; and 
AIC’s admission that it has not actually credited any of those revenues to the 2012 
transmission revenue requirement.  The AG is concerned that AIC shareholders will 
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receive a “windfall benefit” if plant-related revenues received by AIC are not accounted 
for in either the FERC or Commission jurisdiction.  Although Mr. Stafford denies the 
possibility that AIC shareholders might receive a “windfall” from the SCADA revenues, 
citing AIC’s “inten[tion] to explore” whether the revenues can be credited to ratepayers 
in AIC's next FERC filing, the AG maintains that regardless of the label, the result is the 
same: ratepayers are unfairly and unreasonably denied the benefit of these revenues.  
 

b. CUB Position 
 
 In support of the AG's adjustment for revenues from the sale of vacated 
microwave frequencies, CUB states that AIC operates under only two regulatory 
jurisdictions, providing services that are either regulated by FERC or the Commission.  
AIC has neither included those revenues in its formula rate submission in this 
proceeding nor its most recent test year submission to FERC.  CUB acknowledges 
AIC's claim that these revenues were not included in its most-recent FERC submission 
because of its transition from use of historical test years to future test years.  These 
revenues were collected in 2012, which was a year that was not used as a test year, 
and thus those revenues have not been credited to ratepayers in FERC transmission 
rates.  CUB understands that when service related revenues are received by AIC and 
not accounted for in either jurisdiction, the revenues are ignored in setting rates in both 
jurisdictions, leading to a windfall for AIC shareholders.  CUB is troubled by AIC's failure 
to identify any particular FERC-regulated transmission assets associated with these 
revenues and AIC's statement that it did not attempt to do so because such 
identification was not practical. (See Ameren Ex. 17.0 at 39)  Because the record does 
not contain evidence demonstrating that the assets at issue were not used to support 
the distribution business, CUB argues that the more appropriate treatment of the 
microwave circuit decommissioning payments is a general allocation of such revenues 
between the distribution and transmission functions, as shown at lines 2 and 3 of AG 
Ex. 1.3, page 1. 
 

c. Staff Position 
 
 Staff supports the AG adjustment pertaining to the microwave frequency sale 
proceeds.  While Staff did not take a position on this issue in testimony, it nonetheless 
supports the AG adjustment because such revenues are not reflected in either the 
transmission or the distribution revenue requirement.  Staff is therefore concerned that 
ratepayers are unfairly and unreasonably denied the benefit of these revenues. 
 

d. AIC Position 
 
 AIC urges the Commission to reject the AG's proposed adjustment for microwave 
frequency revenues in 2012.  AIC contends that the microwave frequencies at issue 
were needed to transmit transmission data for SCADA.  According to AIC, AG witness 
Brosch does not appear to dispute that the frequencies did transmit transmission data.  
Rather, AIC understands Mr. Brosch to argue that the majority of the revenues must be 
allocated to distribution service unless AIC can demonstrate that not a single one of the 
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frequencies was used for distribution purposes.  AIC considers such an analysis 
backwards.  If, hypothetically, a single one of the frequencies was used for distribution 
purposes, AIC argues that some small portion of the revenues should be distribution.  
Moreover, even though it could not associate the revenues with specific transmission 
assets, AIC insists that that does not render the microwave frequencies at issue in any 
way related to distribution service. 
 
 AIC also states that Mr. Brosch appears to believe that any revenues not 
expressly addressed at FERC must then be reflected in distribution rates.  But if the 
microwave frequencies were needed to transmit transmission data, AIC asserts that 
they are FERC jurisdictional and must be addressed by FERC, not by the Commission.  
AIC states that intends to explore whether the appropriate revenues can be credited to 
ratepayers under the formula in its next FERC jurisdictional filing. 
 
 Furthermore, within the Commission’s jurisdiction, AIC maintains that not all 
revenues and expenses are included in the electric delivery service revenue 
requirement.  The purpose of this proceeding is to establish electric delivery service 
rates, not rates applicable to all Commission jurisdictional rates and charges.  AIC 
argues that Mr. Brosch has not demonstrated that any of the revenues at issue are in 
fact related to delivery services—he just speculates they might be.  In addition, AIC 
states that Mr. Brosch has made no calculation that supports cost recovery of 
Commission jurisdictional expenses and rate base investment associated with these 
microwave frequencies.  If in fact Mr. Brosch was right that the microwave circuits were 
distribution-related, AIC claims that there would be potential costs and investment 
associated with them in 2012 that should be reflected in delivery service rates.  But Mr. 
Brosch has made no such companion calculation.  AIC believes that the record 
supports its proposal to allocate these revenues 100% to transmission. 
 

e. Commission Conclusion 
 
 AIC insists that it used the sold microwave frequencies solely for transmission 
purposes and that identification of the associated transmission assets is not practical 
given that such revenues are not directly associated with one or more assets.  When 
pressed further, AIC was unable to provide any quantification, factual evidence, or 
identification of any of the frequencies allegedly used for transmission purposes, other 
than conclusory statements from its witness.  This troubles the Commission and 
contributes to a finding against AIC on this issue.  The fact that AIC has not reflected 
the sale proceeds in filings before either the Commission or FERC heightens the 
Commission's concern. 
 
 While it is reasonable to believe that at least some of the frequencies in question 
were used to transmit transmission data, the paucity of definitive evidence also makes it 
reasonable to believe that some of the frequencies were used to transmit distribution 
data as well.  Therefore, in the absence of analysis or data that more specifically 
attributes the vacated microwave frequencies between transmission and distribution 
operations, some allocation between transmission and distribution is reasonable.  The 
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Commission would note that it was the utility’s burden to provide the parties and the 
Commission with the relevant information to deduce what the appropriate allocation of 
these revenues should be but in this case AIC has failed to provide the necessary 
numbers.  Thus, the Commission finds the AG's use of a net transmission/distribution 
plant allocator to be appropriate and adopts the AG's upward adjustment of $1,028,180 
to AIC’s Miscellaneous Operating Revenues.   
 

2. Relocation Expense - Loss on Sale and Payroll Uploading 
(Account 588) 

 
 AIC regularly incurs relocation expenses in support of electric delivery service.  
These are charges (and related credits) for reimbursement benefits provided to eligible 
new hires or internal transfers.  In 2012, AIC charged roughly $567,000 in relocation 
expense to Account 588, Miscellaneous Distribution Expenses.  Staff does not contest 
AIC’s ability to recover this type of expense in general.  Nor does Staff contest the bulk 
of the 2012 relocation expenses charged to Account 588.  Staff seeks to remove only a 
portion, approximately $78,000, from the revenue requirement.  AIC has removed part 
of this amount (approximately $25,000) because the costs should have been charged to 
AIC’s gas operations.  The remaining costs at issue, $43,166, are amounts paid for a 
“loss on sale” benefit—compensation provided to eligible new hires or internal transfers 
if they have to sell (or believe they will have to sell) their residences for less than the 
initial purchase price to accept or remain at the position offered.  Staff questions 
whether it is reasonable for ratepayers to cover the loss on property sales.   
 

a. Staff Position 
 
 Staff recommends disallowing $53,000 in relocation costs that consist of losses 
on sales and associated payroll uploading because it considers such expenses 
excessive and inappropriate for recovery from ratepayers.  Staff acknowledges that the 
relocation policy of AIC includes a provision that allows for reimbursement of a limited 
portion of the loss on the sale of an employee’s home for purposes of relocation.  Staff, 
however, believes that it is not reasonable for AIC ratepayers to bear this burden of an 
already generous AIC relocation policy.  In fact, Staff continues, the AIC policy also 
includes a provision under which AIC actually purchased an employee’s home during 
2012 and later sold it in 2013. 
 
 Staff explains that AIC’s policy for the loss on the sale of homes is limited to 10% 
of the original purchase price up to a maximum of $25,000 for the relocating employee.  
This means experienced and skilled employees moving from a home they purchased for 
$250,000 or higher and who sell it at a lower price stand to benefit the most as they are 
more likely to get the maximum allowed benefit under this policy.  AIC acknowledges 
that decline in home values is not unique to potential AIC employees but is a fact for 
any home owner in the Midwest.  Staff points out that AIC ratepayers must not only 
contend with paying for steadily rising electric utility costs but also face losses on the 
sale of their homes if their economic situation requires them to move at a time of 
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declining home values.  Staff considers asking AIC ratepayers to also pay for losses 
incurred by AIC employees on the sale of their homes akin to adding insult to injury. 
 
 Staff understands that the primary goal of the AIC loss on sale benefit is to 
ensure that experienced and skilled employees do not decline an opportunity with AIC 
solely because they would have to take a loss on the sale of their home.  Staff points 
out, however, that no evidence was provided in this case that experienced and skilled 
candidates would have likely turned down employment at AIC without this additional 
generous benefit.  If AIC prefers to continue to provide this premium relocation policy, 
Staff avers that nothing prevents it from doing so at the expense of its shareholders.  
Based on the calculations provided by AIC witness Pate, Staff has recalculated the 
payroll uploading for the loss on sale disallowance proposed in rebuttal testimony.  
Staff’s final position on this issue reflects both the AIC-identified adjustment as well as 
the recalculated adjustment including payroll uploading for loss on sale. (See Staff 
Reply Brief, Appendix A, Schedule 10 and Appendix B, Schedule 8.) 
 
 With regard to AIC's argument that it routinely compares its benefits against 
programs offered by other large, local employers and utility peers, Staff offers two 
counter arguments.  First, Staff asserts that the fact AIC compares its benefits to 
programs offered by other local employers misses the point of Staff’s adjustment.  Staff 
does not recommend that AIC change its program, Staff simply recommends that the 
costs for the “Loss on Sale” provision should not be recovered from ratepayers.  Staff 
observes that AIC does not indicate how those “other local employers” recover the costs 
of the programs offered, or if those other businesses charge regulated rates to their 
customers.  Since AIC’s cost are recovered through regulated rates, Staff contends that 
additional scrutiny of the costs to be recovered is necessary.  Second, while, in AIC’s 
opinion, the benefits offered by the other employers are similar to AIC’s relocation 
benefits, Staff points out that the detail supporting that conclusion is not in the record.  
Staff asserts that nothing has been provided to indicate that those employers have the 
same loss on sale provision in their relocation policy, or even if those employers have a 
relocation policy included in their employee benefit plans.    
 

b. AIC Position 
 
 AIC maintains that the “loss on sale” provision in the overall package of 
relocation benefits it offers is a prudent expense intended to assist with the recruitment 
and retaining of skilled, experienced employees.  AIC explains that relocation expenses 
are ordinary and recurring expenses it incurs in support of electric delivery service.  
These expenses fluctuate annually depending on the number of new hires and internal 
transfers and their respective eligibility for relocation benefits.  The relocation expense 
for an individual employee also varies.  AIC states that the experience or “tier” level of 
the employee impacts the overall amount of the reimbursement; relocation expenses on 
average are higher for the “Experienced Professional” tier than the “New Professional” 
tier, for example.  The expense for the sale of a home is impacted by the cost of living 
for the specific geographical region and the size of the residence. 
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 AIC states further that Ameren policies set forth criteria and conditions that 
determine the eligibility of an employee for relocation benefits.  These policies also 
provide limitations on the amount that can be reimbursed.  Ameren routinely compares 
its benefits against programs offered by other large, local employers and utility peers.  
AIC contends that this provides a reasonableness check for Ameren’s programs.  But it 
also allows Ameren to assess what the market may be offering.  AIC states that most 
large employers provide relocation benefits similar to the benefits provided by Ameren’s 
plans.  Reimbursement of relocation expenses, AIC argues, therefore becomes a 
necessary investment to recruit and retain experienced and skilled employees.  
 
 AIC states that the Account 588 relocation expense in 2012 can be attributed to 
AIC employees hired or transferred to perform necessary electric distribution work.  
Ameren Ex. 11.1 identifies the titles of the positions filled by employees eligible to 
receive relocation expenses and the utility work that was the primary driver for the open 
position.  This exhibit also identifies the relocation “tier” for each employee and the 
amount of reimbursement received, based on the applicable reimbursement program 
and the employee’s specific situation.  The rebuttal testimony of AIC witness Pate 
further explains the need for the additional internal labor resources to perform the 
incremental distribution work planned for 2012. 
  
 Staff's objection to the expense, as AIC understands it, is that ratepayers should 
not be forced to cover the risk that a relocating AIC employee does not recoup their 
initial home investment, even if AIC is willing to do so.  AIC maintains, however, that 
Staff’s stated concern is not an adequate basis upon which the Commission can 
exclude an actual expense from recovery under formula rates.  AIC asserts that the 
standard is whether the expense is prudently incurred, reasonable in amount, and 
related to electric delivery service.  
  
 Noting the primary goal of the loss on sale benefit, AIC considers the expense 
quite prudent.  AIC notes that housing values in the Midwest, for instance, experienced 
a 10% decline, on average, in the last recession through no fault of the homeowners.  
The loss on sale provision is designed to help employees cover the overall decline in 
home values across the Midwest, to the extent the provision applies to their specific 
situation.  AIC contends that not providing a loss on sale benefit would have caused 
hardship to the employees who relocated in 2012, and as a result, their likelihood of 
accepting the respective role would certainly decrease, potentially to the point of not 
being able to accept the roles.  AIC asserts that how many would in fact have declined a 
job in the absence of the loss on sale provision is impossible to know because it would 
require traveling back in time.  In addition, due to the payback provisions in the event of 
termination or departure, AIC views this benefit as a retention feature to encourage the 
employee to remain in his or her position with AIC. 
 
 AIC also considers the expenses charged to Account 588 reasonable in amount.  
AIC reiterates that loss on sale expenses are only paid if the eligible new hire or transfer 
sells his or her home for less than the initial purchase price.  Staff’s disallowance 
removes the loss on sale expense (and related payroll taxes) for three “Experienced 
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Professionals” who received the reimbursement benefit in 2012.  For “Experienced 
Professionals,” the loss on sale benefit is limited to 10% of the original purchase price 
up to a maximum of $25,000, with the relocated employee contributing the first $1,000.  
For example, if a home is initially purchased for $100,000 and the relocated employee 
sells the home for $95,000, the employee covers the first $1,000 of the loss and AIC 
pays the remaining $4,000.  AIC would not pay a loss on sale benefit, however, if the 
relocated employee initially purchases the home for $100,000, refinances the home for 
$120,000 because of property value appreciation (taking the equity out of the property) 
and later sells the home for $105,000.  In addition, capital improvements that increase 
the value of the property (i.e., additions and renovations to the home) are not 
considered in the final loss on sale calculation. 
 
 AIC asserts that the reimbursements provided to the three AIC employees in 
question were consistent with the amounts paid to AIC employees in the “Experienced 
Professional” tier.  Staff also has not disputed the necessity of the open positions that 
these three employees filled in 2012.  Employee No. 5, who filled the position of 
“Engineer” with the primary workforce driver of the Liberty Audit, received a loss on sale 
benefit of $4,000.  Employee No. 14, who filled the position of “Supv Bus Adm & CS” 
with the primary workforce driver of attrition, received a loss on sale benefit of $21,500.  
Employee No. 17, who filled the position of “Career Engineer” with the primary 
workforce driver of the Modernization Action Plan, received a loss on sale benefit of 
$14,000.  AIC adds that the positions filled related to electric delivery service. 
 
 AIC reports that Staff has not identified any prior Commission order in support of 
its recommendation to remove the relocation expense associated with the loss on sale 
reimbursement.  AIC insists that the record does not support the Commission making 
this adjustment for the first time in this proceeding.  AIC requests that the Commission 
allow recovery of loss on sale relocation expenses. 
 

c. Commission Conclusion 
 
 The Commission has considered the parties' arguments and is not persuaded 
that the loss on sale adjustment sought by Staff is appropriate.  As AIC indicates, such 
loss on sale provisions are not uncommon recruitment tools among large corporations.  
Moreover, based on the description in the record and in the absence of evidence to the 
contrary, Ameren's loss on sale program does not seem unreasonably generous. 
 

3. Purchases - Other (Account 588) 
 

a. Staff Position 
 
 Because dollar-for-dollar recovery is guaranteed under the formula rate 
legislation, Staff believes that a comprehensive review (reviewing all 38,426 lines of 
data) (Tr. at 358) is necessary for ratepayer protection.  Based on its review, Staff 
proposes adjustments to disallow certain costs recorded in Account 588 because the 
costs are the same as or similar to the types disallowed in Docket No. 12-0293; are 
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unnecessary for the provision of utility service; do not provide benefits to ratepayers; 
and/or primarily benefit AIC employees.  Attachment A to Staff Ex. 6.0 itemizes the line 
items that are reflected in the adjustment.  AIC witness Pate expanded on that 
attachment in Ameren Ex. 19.1 by adding three additional columns for “AIC 
Explanation,” “Item Purchased,” and “Expense Type.”  The most common disallowance 
in multiple categories was purchases that represented Safety Recognition/Achievement 
Awards – Tangible Personal Property (lines 1-9 for $1,537.40; lines 12-15, 17, 20-26, 
and 39-44 for $10,976.94; lines 67–69 for $110.72; lines 72 and 73 for $2,525; lines 
137-140 for $1,323.61; lines 141-172 for $6,166.25; and lines 175-278 for $10,909.49 
for a total of $33,549.41). Staff recommends disallowing these costs because the 
purchases represent added perquisites for employees to perform their jobs in a safe 
manner.  Section 16-108.5(c)(4)(A) of the Act already allows recovery through the 
formula rates of incentive compensation costs related to safety.  Staff questions why 
AIC employees need to be given tangible recognition in the form of tangible personal 
property, in addition to monetary bonuses, in order to safely conduct the duties of their 
respective jobs.  Staff argues that ratepayers should not bear the burden of additional 
costs over and above what is already provided for in the law for something that should 
be expected job performance by AIC employees. 
 
 Staff also proposes disallowing purchases of Ameren clothing with the Ameren 
logo for $204.45 (line 10 for $27.82 and line 19 for $176.63) that was included in two 
different subtotals on Ameren Ex. 19.1.  Staff believes clothing is an employee 
perquisite, the cost of which is excessive because the items do not provide ratepayer 
benefits and are unnecessary for the provision of utility service.  Staff's additional 
reasons for the disallowance are provided in the next section of this Order concerning 
other credit card purchases. 
 
 The following is a listing by category of the Staff disallowances and Staff's 
reasons for the disallowances: 
 
Category 1 (lines 1-11) – Purchases from the Ameren Store- $1,610.35 
 

 Lines 1-9 of Ameren Ex. 19.1 ($1,610.35 less ($27.82 and $45.13 = $1,537.40) 
are identified as Safety Recognition/Achievement Award – Tangible Personal 
Property that was purchased from the Company Store; 

 Line 10 ($27.82) is identified as an Ameren “Logo Wear” Polo purchased from 
the Company Store for a job fair; 

 Line 11 ($45.13) is identified as “Badge Reels” purchased from the Company 
Store for a “Work-Related Use – Use for Accessing Ameren Facilities."  

 
 These costs are added perquisites purportedly for employees to perform their 
jobs in a safe manner.  Section 16-108.5(c)(4)(A) of the Act already allows recovery 
through the formula rates of incentive compensation costs related to safety.  Staff does 
not understand why AIC employees need to be given tangible recognition in the form of 
gifts and banquets, in addition to monetary bonuses, in order to safely conduct the 
duties of their respective jobs.  Ratepayers should not bear the burden of additional 
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costs over and above what is already provided for in the law for something that should 
be expected job performance by AIC employees. 
 
 The two items listed on lines 10 and 11 are similar to costs that were disallowed 
by the Commission in Docket No. 12-0293.  Staff can see nothing in the record that 
should persuade the Commission to change its conclusion now. 
 
Category 2 Costs (lines 12–44) - Gifts and Banquets- $14,615.38 
 

 Lines 12-15, 17, 20-26, and 39-44 are identified as Safety Recognition or 
Employee Appreciation/Achievement Award – Tangible Personal Property, Gift 
Card, Meal, paperweights, plaques, or desktop pen sets that was purchased from 
a third party vendor ($99.65 + ($25 x 2) + $438.12 + $676.52 + $127.62 + $5.00 
+ $257.64 + $20 + $100.67 + $1,168.99 + $1,363.62 + $5,842.50 + $33.40 + 
$32.33 + $565.49 + $135.44 = $10,976.94); 

 Line 16 is identified as a "vinyl shop ticket" for processing expense reports 
($32.92); 

 Line 18 is identified as cardboard cutouts and a NERF gun for safety training 
purchased from a third party vendor ($102); 

 Line 19 is identified as shirts for a safety fair purchased from a third party vendor 
($176.63); 

 Lines 27-38 is identified as Gift Cards and Giveaways for an Education Event – 
JULIE training for excavators (($70 x3) + ($50 x 6) + ($25 x2) + $2,766.89 = 
$3,326.89). 

 
 The items in this category are either for safety banquets and recognition or were 
not identified by AIC until surrebuttal testimony in Ameren Ex. 19.1.  Staff maintains that 
ratepayers should not cover the cost of rewarding employees and excavators for 
attending training sessions that they need as part of their jobs. 
 
Category 3 (lines 45–66) - Floral arrangements- $1,254.49 
 
 The arguments supporting this Staff adjustment are identical to those presented 
in detail in the next section of this Order concerning other credit card purchases.   
 
Category 4 (lines 67–70) – Engraving- $496.80 
 

 Lines 67–69 are identified as plaques for Employee Appreciation/Recognition 
Award ($496.80 less $353.16 = $110.72); 

 Line 70 is identified as plaques for a scholar athlete program through an AIC 
employee’s membership in the Noon Rotary Club ($353.16). 

 
 Staff considers the costs for recognizing an employee's completion of an 
apprentice program similar to the safety recognition awards.  Staff's basis for the 
adjustment will not be repeated here.  The amount on line 70 is to provide trophies 
through an AIC employee’s membership in the Decatur Noon Rotary Club.  Staff asserts 
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that this type of cost is unnecessary for the provision of utility service and does not 
provide any benefit to ratepayers. 
 
Category 5 (line 71) – Removed by Ameren- $360 
 
Category 6 (lines 72–77) – Donations- $4,436.96 
 

 Lines 72 and 73 are for gift cards for Safety Training and Safety 
Recognition/Achievement Award ($650 + $1,875 = $2,525); 

 Lines 74 and 77 are identified as sponsorships in which a table was purchased 
($1,000 + $381.96 = $1,381.96). 

 
 The item on line 74 is identified as “Sponsorship” and “Community Involvement” 
on Ameren Ex. 19.1.  No explanation was provided by AIC as to why it should be given 
different rate treatment from the items on lines 75 and 76 which AIC has removed from 
the requested revenue requirement. 
 
Category 7 (lines 78–103) – Cable TV Service- $1,232.46 
 
 Lines 78-103 are identified as local weather and news service from Comcast and 
Dish Network. The arguments supporting this Staff adjustment are identical to those 
presented in detail in the next section of this Order concerning other credit card 
purchases.   
 
Category 9a (line 104) – DUI Services- $200 
 
 Line 104 is identified as reimbursement to an employee for a class that was later 
determined by AIC to be unnecessary.  Since the class was unnecessary, Staff states 
that ratepayers should not cover the cost through delivery rates. 
 
Category 9b (lines 105–107) – PayPal Purchases- $404.72 
 

 Lines 105 and 106 are identified as purchases for “Circle of Safety” stickers for 
AIC trucks  ($132.50 + $176.22 = $308.72) 

 Line 107 is identified as the purchase of a table for a fundraiser ($96) 
 
 Staff contends that these costs are unnecessary for utility service and provide no 
benefit to ratepayers. 
 
Category 9c (line 108) – Employee Driveway- $3,233.88 
 
 AIC paid over $3,000 to install a new driveway at the residence of an employee.  
Staff contends that this action adds value to that employee’s personal property.  Staff 
does not agree with AIC's suggestion that the driveway installation may decrease the 
long-term value of the property. (See Ameren Ex. 19.0 at 24)  Further, Staff doubts that 
the employee would agree to a new driveway if it would somehow de-value his property.  
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Staff argues that the cost for this value added to the employee’s property should not be 
borne by ratepayers. 
 
Categories 10b, 10c, 10d, and 10e (lines 109–123) - $18,449.86 
 
 Staff relates that these line items have been resolved through either 
reclassification of the expense or AIC agreeing to the disallowance. 
 
Category 10f (line 124) – Cash Vouchers - $500 
 
 This $500 cost was identified by AIC as a sponsorship.  AIC did not provide 
evidence demonstrating why this sponsorship should be treated differently than those 
on lines 75 and 76 which AIC has removed from the requested revenue requirement. 
 
Category 11 (lines 125–136) – Purchases from Best Buy - $5,982.22 
 
 These costs are for purchases from Best Buy.  Only line 131 was explained 
specifically prior to AIC’s surrebuttal testimony.  AIC identifies it as raffle prizes at a 
statewide safety meeting.  Staff therefore recommends disallowance as unnecessary 
safety recognition as already discussed.  The basis for disallowance of the remainder of 
the costs for purchases of digital cameras and televisions are identical to those 
presented in detail in the next section of this Order concerning other credit card 
purchases. 
 
Category 12 (lines 137–140) – Lands End Purchases - $1,323.61 
 
 Lines 137-140 are identified as Safety Recognition/Achievement Awards - 
Tangible Personal Property for purchases of Ameren logoed jackets.  Staff reports that 
the same costs were disallowed by the Commission in Docket No. 12-0293.  Staff sees   
nothing in the record that should persuade the Commission to alter its conclusion now. 
 
Category 13 (lines 141-172) - Amazon Purchases - $6,166.25 
 
 Lines 141-172 are identified as Safety Recognition/Achievement Award – 
Tangible Personal Property as an Employee Benefit.  The purchased items were 
personal space heaters and Kindle Touch e-readers given as safety recognition awards.  
Staff contends that none of the items were necessary for the provision of delivery 
service.   
 
Category 14 (lines 173-174) – Hands-free devices - $1,789.99 
 
 Lines 173 and 174 concern hands-free devices.  Based on the explanation 
provided in discovery (See Staff Ex. 6.0, Attachment B at 22), Staff recommends 
disallowing costs for these hands-free telephone devices needed to take detailed notes 
while on extended calls since they are duplicative of a feature routinely included on 
office telephones.  In surrebuttal, AIC provided a different explanation, identifying the 
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purchase of headsets needed due to the proximity of the employees using them. 
(Ameren Ex. 19.1 at 4)  Since the explanations for the purchases were inconsistent 
between discovery and testimony, Staff finds that these costs should be disallowed 
based on the explanation initially provided. 
 
Category 15 (lines 175–278) – Other Online Purchases - $10,909.49 
 
 Lines 175-278 are identified as Safety Recognition/Achievement Award – 
Tangible Personal Property.  These costs for online purchases made by only two 
employees were identified as safety recognition and achievement awards, but again, 
Staff contends that these costs are not necessary for the provision of delivery service.   
 

b. CUB Position 
 
 CUB notes that in Docket No. 12-0293, the Commission disallowed the following 
expenses: company store costs, floral arrangements, engraving costs, Lands End 
Business Outfitters, cable service, and meals for employees. (Order at 67-69)  In this 
proceeding, Staff identifies several similar perquisites that fail on the same basis as 
those disallowed in Docket No. 12-0293.  CUB relates that the perquisites that Staff 
identifies include safety banquets and employee recognition, gift cards and floral 
arrangements, and improvements to personal property.  While some of these costs 
could arguably be considered safety incentives, CUB points out that these are additional 
costs beyond the incentive compensation payments tied to safety.  Such additional 
costs, CUB continues, can therefore not be tied to incentive compensation.  While 
perquisites like floral arrangements and gift cards are thoughtful gestures, CUB 
contends that they are not necessary for the provision of utility service.  Likewise, CUB 
argues that costs associated with a new driveway at an employee’s personal residence 
should not be borne by customers when that expense directly increases that 
employee’s personal property value.  CUB states that other costs went largely 
unexplained by AIC, including Best Buy purchases which included televisions, hands-
free telephone devices, and other electronic devices.  Because AIC failed to 
demonstrate the costs at issue are reasonable, CUB recommends disallowing the costs. 
 

c. AIC Position 
 
 Consistent with the Commission's findings in Docket No. 12-0293, AIC maintains 
that a disallowance must be grounded in a specific objection to a particular expense.  
Although Staff has identified the specific purchases it finds objectionable, AIC contends 
that Staff is less clear on the reasons for the individual disallowances and the standard 
for recovery AIC must meet.  In AIC's opinion, Staff’s different rationales muddy the 
bases for its adjustments.  AIC observes that Staff recommends disallowances on the 
grounds that some expenses are of the types disallowed by the Commission in its Order 
in Docket No. 12-0293, are unnecessary for the provision of utility service, do not 
provide benefits to ratepayers, and/or primarily benefit AIC employees as a perquisite.  
AIC claims that Staff offers no citations to prior Commission orders, Illinois statutes, or 
administrative rules to support Staff’s “unnecessary,” ratepayer “benefit,” and employee 
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“perquisite” standards.  With the exception of a few items, AIC maintains that there is no 
detailed discussion about how any of the individual expenses do not meet Staff’s 
standards or why those standards should even govern cost recovery. 
 
 With regard to Staff's reliance on past disallowances in Docket No. 12-0293, AIC 
argues that the record lacks any explanation why a specific expense identified in this 
docket should be disallowed because an “identical or very similar” expense was 
previously disallowed.  AIC asserts that the items Staff identifies—corporate store 
purchases, floral arrangements, engraving costs, branded clothing, and cable and 
satellite television service—are not items that should be automatically disallowed in 
each case.  AIC states that the only other comments provided are given in the 
explanation column in Attachment A to Staff Ex. 6.0.  These explanations—the most 
often repeated being “safety perqs,” “12-0293,” “unidentified,” and “perqs”—further 
demonstrate, in AIC's opinion, the perfunctory nature of Staff’s adjustment.  AIC insists 
that whatever standard is used to evaluate corporate credit card purchases must 
consider the work-related justification for each expense.  AIC states that it does not 
mean to collaterally attack the prior Commission Order; it just means AIC believes it has 
provided better support for the individual expenses in this case.  AIC witness Pate 
purports to offer better support in his surrebuttal testimony and an attachment thereto 
(see Ameren Exs. 19.0 (Rev.) and 19.1).  The expenses addressed include: 
 

 Utility Equipment – These are electrical items listed in Staff’s Categories 11 and 
14 that do not meet the criteria for capitalization. (Ameren Ex. 19.1, lines 125-
130, 132-136, and 173-174.)  These items total $6,908.23 and include wireless 
headsets, cell phone signal boosters, geographical position systems ("GPS"), 
digital camera, and televisions. 

 Storm Response & Preparedness – These are charges listed in Staff’s Category 
7 for satellite and cable television service for AIC operating centers. (Id., lines 78-
103.)  These items total $1,232.46.  An additional storm-related charge listed in 
Staff Category 9c is the expense to install a driveway for an outlying 
"troubleman."  (Id., line 108.)  This charge was for $3,233.88. 

 Office Supplies – These are minor work-related purchases listed in multiple Staff 
categories. (Id., lines 10-11, 16, 20-21, and 186.)  These items total $360.68.  
Included in this category is also a miscellaneous $200 charge for fees for a DUI 
course an employee was required to take to maintain his commercial drivers 
license that AIC agreed to reimburse after it was determined the course was 
mistakenly required. (Id., line 104.) 

 Safety Fairs/Training/Education – These are charges mainly listed in Staff 
Category 2 related to safety training and safety exercises for AIC employees 
and/or third-party contractors. (Id., lines 18-19, 27-39, 41, and 77.)  These items 
total $9,862.31.  Included in this category are also two charges for vehicle safety 
stickers totaling $308.72. (Id., lines 105-06.)  In addition, this category included a 
charge for safety fair giveaways for $863.98. (Id., line 131.) 

 Safety Recognition – Meal – These include two charges listed in Staff Category 2 
for breakfast or lunches provided at division-wide employee safety meetings.  
(Id., lines 25-26.)  These items total $2,532.61.  Included in this category are also 
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two charges listed in Staff Category 2 for dinners provided to employees in 
recognition of safety records.  (Id., lines 15-17.)  These items total $1,114.64. 

 Safety Achievement Award – Tangible Property – These are purchases for 
tangible personal property awarded to employees during the year for 
achievements in safety performance and safety records. (Id., lines 1-9, 12-14, 
43-44, 137-40, 141-72, 175-85, and 187-278.)  These items total $20,632.22. 

 Employee Appreciation – Recognition – Included in this category are purchases 
listed in Staff Categories 2 and 4 for tangible items, including plaques, to show 
appreciation for the length of employee’s tenure or recognition for completing an 
apprentice program. (Id., lines 22-24, 40, 42, and 67-69.)  These items total 
$615.30. 

 Employee Appreciation – Family Death or Sickness - These are flower purchases 
listed in Staff Category 3 for the families of employees who had suffered an 
illness or death in the family (including the death of the employee). (Id., lines 45-
66.)  These items total $1,254.49. 

 Sponsorships – Included in Account 588 were a few miscellaneous 
sponsorships, some of which AIC self-disallowed as tangible benefits received.  
The three items for which AIC still seeks recovery total $1,853.16.  (Id., lines 70, 
74, and 124.) 

 
In addition, AIC states that AIC witness Kennedy addresses the Account 588 
sponsorship costs AIC still seeks to recover. 
 
 AIC asserts that controls and procedures exist to ensure its purchases, including 
the benefits provided to encourage, recognize, and engage employees, are prudent, 
reasonable in amount, and related to delivery service.  AIC explains that the principal 
checks are the constraints that exist in the policies that govern the use and reporting of 
corporate credit card expenses.  The employee making the purchase must provide a 
work-related justification and supporting documentation and obtain supervisor approval 
for any corporate card purchase.  Whether the purchase is an Ameren “logo-wear” shirt 
for a public event, a cake in honor of the retirement of a colleague, a bouquet of flowers 
for an ill or deceased employee, or just a box of donuts for a quarterly safety meeting, 
AIC states that the cardholder knows his or her supervisor must approve the purchase 
(if verbal or e-mail approval was not already requested and provided).  These 
constraints, AIC continues, ensure transparency concerning the business purpose for 
the purchase and encourage dialogue between the supervisor and cardholder 
concerning the appropriateness of the purchase and the amount spent.  In addition, AIC 
states that each department and division has to operate within the constraints of 
operating budgets and the guidance provided on taxable and non-taxable employee 
fringe benefits.  AIC adds that directors can not purchase safety awards, cakes, flowers, 
and donuts on a daily basis without running afoul of tax laws and reducing their own 
operating budgets. 
 
 In the instances where Staff raised a concern over the need for a specific 
expense, AIC contends that the evidence in the record addressed and resolved that 
concern.  For example, after Staff questioned the need for electronic utility equipment, 
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Mr. Pate offered surrebuttal testimony to justify the purchase of televisions, digital 
cameras, GPS, and cell phone signal boosters.  He asserts that these items are used to 
increase connectivity and productivity at remote substations (cell phone boosters and 
GPS), take pictures of faulty equipment in the field (digital cameras), and broadcast 
emergency response activities, training materials, weather and news information and 
employee communications (televisions).  Mr. Pate also addresses in his surrebuttal 
testimony the need for hands-free wireless headsets at AIC’s advanced metering 
infrastructure operating center.  He offers surrebuttal testimony as well on why 
installation of a gravel driveway allows a "troubleman" to safely park a bucket truck at 
his residence, thereby reducing his response time to outages and AIC’s cost of service.  
AIC does not believe that Staff’s stated concerns outweigh the evidence AIC submitted 
or otherwise justify removal of expenses. 
 
 AIC also contends that its evidence addresses Staff's disallowances for 
“identical” or “very similar” items disallowed in AIC’s last formula rate case.  For 
example, in Docket No. 12-0293, the Commission removed charges for Dish Network 
service based on the theory AIC did not need cable or satellite television service at its 
office and operating centers, given the weather and news information available on the 
Internet.  Mr. Pate argues that cable or satellite television service provides AIC with 
reliable, real-time information on local news stories and extreme weather events in—or 
coming towards—AIC’s service territory.  AIC states that it is not uncommon for its 
storm response centers to have televisions constantly tuned into local news and 
weather coverage, while personnel also monitor computer and Internet data.  Nor is it 
uncommon for AIC employees (including employees without access to computers at a 
specified location) to congregate and access storm information through televisions in 
operating center common areas.  That some news and weather information may also be 
available on the Internet, AIC continues, does not make the use of cable television as 
another tool to access the information an unreasonable practice.  AIC argues that this is 
no different than the continued use of landline telephones and pencils; cell phones and 
computers do not make them obsolete.   
 
 AIC asserts that the Commission should also decline to adopt Staff’s “similar” 
disallowances for flower purchases.  In Docket No. 12-0293, the Commission did not 
believe the expense for flowers for “booth decorations” at community outreach events 
was a recoverable advertising expense.  AIC states that the flower purchases Staff 
seeks to disallow in this proceeding, however, are not “identical” or “very similar.”  AIC 
argues that the context and business justification of the purchase is critical to 
determining whether the expense is recoverable; otherwise, without evidence of the 
intended or actual use of the purchase, there can be no credible, defensible basis for 
the disallowance.  In this instance, AIC states that all floral arrangements Staff seeks to 
disallow were purchases made in the utility’s name to honor a death in an employee’s 
family (often times the employee) or wish an employee a speedy recovery from an 
illness.  AIC argues that these are ordinary expenses incurred by every employer—and 
every public utility—that is concerned about the general health, safety, and well being of 
its workforce and their families.  Staff may not believe they are necessary for the 
provision of utility service, but AIC insists that the appreciation showed employees by 
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these gestures gains their respect and engagement; which is important to a productive 
workplace, regardless of the employer. 
 
 In response to Staff's proposed disallowance of what it calls "safety perqs," AIC 
asserts that it is committed to build and maintain a culture of safety in the workplace and 
in the field.  As part of its overall commitment to safety, AIC states that it has worked to 
reduce and limit preventable, recordable injuries, preventable vehicular accidents, and 
safe work practices violations.  Preventable injuries, accidents, and safety violations 
increase AIC’s cost of service, from lost time and wages for injuries to utility workers, 
liability for injuries, damage to utility and non-utility property, to fines and disciplinary 
actions.  The goal for any employee, department or division is to have zero recordable 
incidents.  To encourage employees to reach individual goals and limit the number of 
preventable incidents, AIC sponsors programs to encourage, recognize, and reward 
employees for their safety record and performance during the prior calendar year.  The 
allotted funding for AIC’s safety programs is used for quarterly department or division 
lunches or breakfasts, group training exercises, safety banquets and fairs, and 
individual awards of lesser value such as gift cards or tangible, personal property. 
 
 AIC does not consider the expenses “safety perqs.”  Rather, AIC views them as, 
for the most part, achievement awards, whether given for the employee’s length of 
service, exceptional performance, or duration of time he or she avoided a preventable 
accident.  AIC argues that the costs of achievement awards and other meals are 
justified and more than offset by the avoided costs from the reduction in unsafe actions 
that cause damage to utility equipment, customers’ property, and loss of life.  Staff 
recognizes Section 16-108.5(c)(4)(A) allows recovery in formula rates of incentive 
compensation costs related to safety.  AIC contends that these costs are no different.  
According to AIC, they are just another means by which AIC encourages employees to 
improve safety. 
 

d. Commission Conclusion 
 
 Several of the arguments raised in this portion of the Order overlap with the 
arguments made in the following section of this Order.  The Commission will endeavor 
to maintain clarity in its discussion of the disputed expenses and avoid repetition.   
 
 Staff recommends disallowing a variety of expenses and groups the expenses 
into 15 categories.  Many of the expenses, including a large number of those recorded 
in Categories 1, 2, 6, 12, 13, and 15, are apparently prizes and rewards for attending 
safety meetings and otherwise working in a safe manner.  The array of prizes and 
rewards for employees and contractors that AIC expects customers to pay for is 
staggering.  A limited sampling of items includes clothing, blankets, coolers, meals 
(including one breakfast for over 200 employees), personal heaters, Kindle Touch e-
readers, trail cameras, patio dining sets, digital cameras, DVD players, cordless 
vacuums, fire pits, turkey fryers, and gift cards for Best Buy, Wal-Mart, Menards, and 
Home Depot.  AIC also seeks recovery of its purchase of a NERF gun for a safety class.  
(See Ameren Ex. 19.1)  Generally, AIC believes such purchases are reasonable and 
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prudent because they supposedly encourage employees and contractors to work safely 
and recognize them for their efforts when they do so.  Such incentives and rewards, 
however, serve the same purpose as safety related incentive compensation programs.  
AIC already recovers safety related incentive compensation expenses under Section 
16-108.5(c)(4)(A) of the Act.   
 
 Another category of expenses to which Staff objects consists of flowers sent to ill 
employees or upon the death of an employee or close family member.  Staff groups 
these expenses together in Category 3.  AIC considers such purchases important for 
showing that it cares about its employees.  AIC witness Voiles explains that, 
 

when you lose a loved one, and you get a flower arrangement from the 
Company that says Ameren Illinois Company, it says a lot about the 
organization, … and it shows that the Company cares, not just the 
department that you work for, but the entire Company cares about you as 
an employee, and then that helps from a retention perspective, retaining 
those employees at the organization because they feel like they are a 
valued employee. (Tr. at 77) 

 
The Commission does not question whether sending flowers is a nice gesture.  AIC's 
arguments for recovery of this expense from customers, however, do not persuade the 
Commission.  If AIC wishes to continue sending flowers to ill employees or upon the 
death of an employee or close family member, shareholders or co-workers should be 
responsible for covering the cost. 
 
 Staff's Category 7 includes $1,232 for regular payments to Dish Network and 
Comcast for television service.  AIC maintains that the cable and satellite television 
service is necessary to provide AIC’s employees with continuous, reliable real-time 
information on local news stories and extreme weather events in or coming towards 
AIC’s territory.  Staff argues that it is not clear why radio, local broadcast television, and 
the internet are not sufficient means of obtaining weather and news reports.  AIC 
acknowledges that the others exist but contends that the existence of alternatives does 
not mean that cable and satellite television can not be relied upon.  Although the 
Commission understands Staff’s concern regarding redundancy, the Commission is 
most concerned with AIC’s ability to obtain the most up-to-date information when local 
events or weather threaten to impact AIC’s system.  If having access to radio, local 
broadcast television, the internet and cable and satellite services assist AIC in better 
preparing for such events, they may recover the cost of those services.   
 
 Staff's Category 9c consists of a $3,233 expense for a gravel driveway.  In 2012 
AIC spent this amount to install a gravel driveway at an employee's home so that the 
employee would have somewhere to park the large company-owned vehicle that he 
kept at his residence.  AIC argues that by allowing the employee to keep the vehicle at 
his home in an outlying area, service calls in that area will be answered more quickly.  
While at first glance this may seem reasonable, the fact remains that AIC would have 
customers pay for improvements to an AIC employee's real property.  Without more 
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evidence concerning the distance to and availability of other resources, and the duration 
of this "troubleman" assignment, the Commission can not conclude that this is a 
reasonable expense for customers to bear. 
 
 Of the remaining expenses listed on Ameren Ex. 19.1 that Staff seeks to 
disallow, the only ones that the Commission considers appropriate for recovery are in 
Staff's Category 11 on lines 129, 133, 134, and 136.  These expenses are for digital 
cameras and total $1,967.18.  AIC states that the cameras are necessary because they 
permit employees to "zoom in" on and take pictures of name plates and other faulty 
equipment that would be unreachable due to heights or proximity to energized 
distribution equipment.  The usefulness of these purchases is readily apparent without 
more information.  Whether other expenses in Category 11 are indeed necessary and 
prudent is not clear from the evidence in the record.  For example, whether replacing 
two televisions that were not visible to all employees during meetings is a reasonable 
expenditure is not clear. (See Ameren Ex. 19.1, line 135) 
 
 The Commission is aware that it has not specifically addressed each contested 
line item in Ameren Ex. 19.1.  Given the limited time available in expedited formula rate 
proceedings, the Commission has focused on the larger groups or more costly items 
among the contested expenses.  The Commission concurs with Staff on the remaining 
items listed in Ameren Ex. 19.1.  Therefore, Staff's adjustment, minus $3,199.18 for the 
digital cameras and cable and satellite television service discussed above, is adopted. 
 

4. Other Credit Card Expenses 
 

a. Staff Position 
 
 Staff witness Pearce proposes to remove $22,000 of unnecessary and non-
recoverable charges made by AIC employees using AIC company credit cards (formerly 
referred to as P-cards).  Appendix A, Schedule 11 attached to Staff's Initial Brief reflects 
Ms. Pearce’s proposed adjustments.  Staff based the adjustments on an assessment of 
whether the charge was necessary for the provision of utility service, whether the 
charge provided benefits to ratepayers and not to employees, and whether the charge 
would be a usual expense in an unregulated, competitive business in which 
stockholders provide the funding, but not a usual expense for a regulated monopoly to 
recover from ratepayers dollar-for-dollar.  If a charge was necessary for the provision of 
utility service, Staff considered the charge a reasonable expense to be recovered from 
ratepayers.  If the charge did not benefit ratepayers, but instead benefited the employee 
making the charge in the form of perquisites for attending meetings in the course of 
performing the employee’s daily work, recognition of a special occasion, or 
enhancements to the work environment that is in addition to the adequate 
compensation the employees already receive, Staff did not consider the charge a 
reasonable expense to be recovered from ratepayers.   Ratepayers have no alternative 
but to use AIC for delivery of their electric service, thus, Staff reasons, ratepayers 
should not have to fund unreasonable expenses.  Staff points out that in addressing 
similar expenses in AIC's last formula rate case, the Commission explained: 
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To the extent that AIC feels that its current P-Card policies are consistent 
with general corporate standards, the Commission reminds AIC that such 
a comparison is not appropriate when the corporate entity in question 
simply passes purchasing card expenses on to its captive customers.  The 
customers of a typical corporation can choose to spend their money 
elsewhere if they can find better prices.  AIC’s customers have no choice 
but to accept the P-Card purchases in their delivery service rates. (Docket 
No. 12-0293, Order at 69) 

 
 Ms. Pearce avers that passing the expenses she identifies on to ratepayers is 
unreasonable.  She notes that Section 16-108.5(c)(1) of the Act states the performance 
based formula rate shall “provide for the recovery of the utility’s actual costs of delivery 
service that are prudently incurred and reasonable in amount, consistent with 
Commission practice and law.”  The total amount of charges in dispute is based on 
Staff’s limited sample of four months’ worth of expenses for twelve selected employees 
of the more than 1,500 employees who hold an AIC credit card.  Based on Staff’s 
limited review, the disputed total equals $12,807 multiplied by three to annualize the 
charges disallowed from the review of four month’s worth of expenses.  The resulting 
amount of $38,422 is allocated between gas and electric service.  Thus, Staff’s $22,000 
adjustment allocated to electric delivery service does not remove all these types of 
costs from the 2012 reporting year, but only those of twelve employees. 
 
 Staff claims that AIC witness Voiles, AIC's primary witness on this matter, lacked 
essential knowledge of the AIC credit card program as revealed by her responses 
during cross examination.  Staff relates that Ms. Voiles is not even the AIC employee 
that responded to Staff’s data requests in this proceeding regarding the issue of credit 
card expenditures.  While she states approximately 1,500 AIC employees currently 
have AIC credit cards, she does not know the total number of AIC employees nor the 
percentage that have AIC credit cards. (Staff Cross Ex. 2 (Docket No. 13-0192 Tr. at 
62))  Ms. Voiles is only responsible for approving charges for the employees under her 
direct supervision (less than five), not the vast majority of employees who hold AIC 
credit cards. (Id., (Docket No. 13-0192 Tr. at 63))  Ms. Voiles indicates that the 
immediate supervisor for each of the more than 1,500 AIC employees who hold AIC 
credit cards is responsible for approving the charges. (Id., (Docket No. 13-0192 Tr. at 
61))  She does not know how many supervisors or other management employees have 
authorization to approve charges on the credit cards. (Id., (Docket No. 13-0192 Tr. at 
62))  Nor, Staff continues, is Ms. Voiles certain about the monthly limits on the credit 
cards issued to AIC employees.  She does agree, however, that the monthly limit is 
between $1,000 and $60,000 per month depending on the employee. (Id., Docket No. 
13-0192 Tr. at 64))  Staff also complains that Ms. Voiles has no idea of the amount of 
total expenses that may be charged by AIC employees using the AIC credit card during 
any particular month. (Id., (Docket No. 13-0192 Tr. at 65))  Finally, Staff notes that she 
does not know which accounts in the USOA are used to record expenditures made with 
the AIC credit card. 
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 Staff points out that Ms. Voiles does not describe any standards for review of 
submitted charges.  Based on her testimony, Staff opines that AIC does not have any 
standard for reviewing, approving, or denying credit card purchases submitted for 
reimbursement; rather, managers must simply decide whether the expenses are 
“business-related.”  Staff goes on to argue that AIC apparently does not even require 
that expenses be necessary for the provision of utility service or that the expenses 
provide benefits to ratepayers. What is clear to Staff is that some of the disputed 
expenses benefit AIC employees, but not ratepayers.  The fact that Ms. Voiles testifies 
that she approved every expense report ever submitted to her also troubles Staff.  This 
concerns Staff because it suggests that the managerial review and approval of charges 
on subordinates' AIC credit cards does not provide sufficient protection to ratepayers 
that the charges incurred on the credit cards are prudently incurred and reasonable in 
amount. 
 
 Staff recommends disallowing expenses for: (1) flowers; (2) new employee pens, 
coffee mugs, travel cups, coasters, kudos, and gift packets; (3) lunches, cakes, snacks, 
donuts, and decorations for parties, meetings, and celebrations; (4) lunch and drinks for 
attorneys; (5) cell phones, Blackberry devices, DVD players, flat screen televisions, 
satellite television service, hardware, and accessories bought by different individuals at 
different times at different locations; (6) clothing, including t-shirts and hooded 
sweatshirts, with the AIC logo; and (7) finance charges for cash advances on the AIC 
credit card.  A complete listing of the disallowed items and their related costs is included 
in Schedule 11 to Appendix A to Staff's Initial Brief. 
 
Flowers 
 
 Staff is not persuaded by the rationale provided by Ms. Voiles during cross 
examination to support the cost of flowers sent to employees and/or their relatives in 
connection with funerals.  Ms. Voiles testifies that “when you lose a loved one and you 
get a flower arrangement from the Company that says ‘Ameren Illinois Company’ it says 
a lot about the organization . . . . it means  a lot to the employee, and it shows that the 
Company cares.” (Tr. at 77)  Staff counters by suggesting that a standard flower 
arrangement sent by AIC but reimbursed by ratepayers through formula rates shows no 
real care or concern at all from AIC.  By including these expenses in utility rates, Staff 
asserts that AIC is merely taking credit for a gesture that was unknowingly and 
unwillingly paid for by ratepayers.  If AIC truly wanted to show its genuine care and 
concern for its employees, Staff contends that AIC would willingly provide the requisite 
gestures without requesting reimbursements of its out-of-pocket expenses for those 
gestures from ratepayers.  Staff opposes such charges for flowers because they provide 
no benefit to ratepayers. 
 
New Employee Gifts 
 
 Various new employees receive pens, coffee mugs, travel cups, coasters, and/or 
gift packets that display the phrase “Focus on Safety,” and according to Ms. Voiles this 
statement means these items qualify as business expenses.  Staff disagrees and 
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argues that such items are AIC employee perquisites, which do not provide ratepayer 
benefits and are unnecessary for the provision of utility service.  These items, Staff 
continues, are also simply gifts, the cost of which is unnecessary in ensuring a safe 
work environment for its employees.  Staff asserts that even AIC considers pens, cups, 
coasters, kudos, gift boxes, and clothing to be employee perquisites since AIC 
categorizes $1,964 of these charges as “Employee Benefits.” (See Ameren Ex 16.1.)  
Staff therefore concludes that the cost of these items is excessive and/or not reasonably 
related to the provisioning of delivery service. 
 
Food and Decorations 
 
 Lunches, cakes, snacks, doughnuts, and decorations for parties are provided 
during safety meetings and, according to Ms. Voiles, encourage safety because the 
food is consumed at that meeting.  Staff disagrees and considers these items employee 
perquisites, the cost of which is excessive and/or not reasonably related to the 
provisioning of delivery service because the items do not provide ratepayer benefits and 
are unnecessary for the provision of utility service.  Staff notes that Ms. Voiles fails to 
explain how the consumption of lunches, snacks, and desserts during safety meetings 
enhances a safe work environment.  Staff argues that it is clearly possible for AIC to 
hold a safety meeting without incurring these costs; therefore, they are unnecessary 
and excessive. 
 
Lunches and Drinks for Attorneys 
 
 Charges for lunches and drinks for attorneys could have been approved if the 
attorneys were out of town, according to Ms. Voiles.  Staff notes, however, that she 
does not definitively state that the attorneys were out of town when these charges were 
incurred and there is no indication this was the case for any of the pertinent 
reimbursement requests.  Rather, Staff considers these expenses employee 
perquisites, the cost of which is excessive and/or not reasonably related to the 
provisioning of delivery service because the items do not provide ratepayer benefits and 
are unnecessary for the provision of utility service. 
 
DVD Players, Flat-screen Televisions, Satellite Television Service, Cellular Telephones, 
Hardware, and Accessories 
 
 Ms. Voiles testifies that charges for DVD players, flat-screen televisions, satellite 
television service, hardware, and accessories should be recovered so that field 
employees such as linemen and gas men who don’t report to a cubicle “can see if 
there’s a storm approaching.” (Tr. at 80)  Staff wonders how AIC communicates with its 
field personnel during normal business operations and why that system can not be used 
for storm response in lieu of the disputed televisions and satellite service.  Moreover, it 
is unclear to Staff why in this modern age where a plethora of free, accurate weather 
reports from news or government agencies is available from the internet or radio that a 
flat-screen television with satellite service is necessary or reasonable to learn about the 
weather.  With regard to cellular telephones, if it is truly necessary for AIC's storm 
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preparedness to have cellular telephones, Staff considers it reasonable to expect AIC to 
provide such phones through a company-wide contract obtained through a normal 
purchasing process, rather than on a piece-meal basis via individual employee's 
corporate credit cards.  Staff asserts that these expenses are excessive and/or not 
reasonably related to the provisioning of delivery service because the items do not 
provide ratepayer benefits and are unnecessary for the provision of utility service. 
 
Clothing 
 
 AIC argues that charges for clothing, such as t-shirts and hooded sweatshirts 
with the AIC logo, should be recovered because it is important for customers to 
understand they are talking to an AIC employee.  Staff notes, however, that AIC has not 
established that there are any standard requirements concerning the purchase of 
clothing, i.e., a company uniform.  Thus, the apparel could be of any style or color and 
from any vendor as long as it had an AIC logo.  Staff suggests that an AIC name badge 
with the employee's photo would more effectively assure customers that they are 
speaking with an AIC employee.  Therefore, Staff considers clothing an employee 
perquisite, the cost of which is excessive because the items do not provide ratepayer 
benefits and are unnecessary for the provision of utility service. 
 
Finance Charges 
 
 AIC argues that finance charges for cash advances obtained with AIC credit 
cards are recoverable in rates because the cash advances were used for storm 
response and preparedness.  During cross-examination regarding the finance charges 
for cash advances, Ms. Voiles explained: “[t]hese costs were recovered through ComEd 
as any mutual response charge would be recovered.” (Tr. at 82)  Staff understands Ms. 
Voiles to mean that these finance charges and other mutual response charges are 
recovered through ComEd.  That being said, Staff is even more convinced that these 
charges do not belong in the utility rates of the Ameren service territory.   
 

b. AG Position 
 
 In AIC’s last formula rate docket, the Commission disallowed certain credit card 
(a/k/a "P-card") expenses, specifically, expenses related to jackets and other clothing 
for employees, certain booth decorations, and athletic event tickets. (Docket No. 12-
0293, Order at 68)  In this proceeding, AIC identified $4,843 in 2012 credit card 
expenses that are comparable in nature to what the Commission disallowed in Docket 
No. 12-0293.  The AG recommends that the Commission treat credit card expenses in 
this docket consistently with the treatment of such expenses in Docket No. 12-0293.  
Therefore the AG requests that the Commission disallow $4,843 in credit card 
expenses, which were assigned to Account 909. 
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c. CUB Position 
 
 CUB recommends that the Commission treat credit card expenses in this 
proceeding in the same way that it treated such expenses in Docket No. 12-0293.  Like 
the previously-disallowed credit card expenses, CUB states that AIC has not shown that 
these costs are related to its delivery service functions.  AIC itself, CUB observes, 
identifies these costs as “comparable” to expenses disallowed in Docket No. 12-0293.  
CUB asserts that the Commission should disallow the costs that are comparable to 
those disallowed in Docket No. 12-0293 for being unrelated to the provision of delivery 
services.  CUB goes so far as to state that AIC can not seriously claim that all of its 
credit card expenses serve a legitimate utility purpose. 
 

d. AIC Position 
 
 In response to Staff's proposed disallowance of credit card expenses, AIC argues 
that it has provided better support than in its last rate proceeding by providing the work-
related justification for each disputed credit card charge and context that shows the 
purchases are reasonable and prudent.  AIC states that Ameren Ex. 16.1 provides the 
business justification for each disputed expense.  AIC also asserts that it does not bear 
the burden of demonstrating a quantifiable ratepayer benefit, but contends that the 
evidence actually demonstrates each business charge does, in fact, provide a ratepayer 
benefit related to the provision of delivery service.  For example, AIC claims that 
charges for storm response and preparedness benefit customers by ensuring AIC’s 
employees and equipment meet customer expectations in the event of storm outages.  
Other utility equipment charges, AIC continues, enable employees to efficiently serve 
customers in an ever increasingly high-tech digital world.  AIC argues that food and 
beverage charges incurred in the context of safety meetings relate to education and 
training intended to reduce employee injuries and property damage claims, and 
therefore lower ratepayer costs.  AIC asserts that expenses to show employees 
appreciation increase retention rates and morale, which lead to a more knowledgeable, 
dedicated workforce.  AIC argues that the fact that employees may have received some 
minimal benefits—the types of “fringe benefits” commonly provided employees by 
employers—from certain disputed expenses does not negate the ratepayer benefits. 
 
 AIC criticizes Staff's reliance on similarities between charges disallowed in 
Docket No. 12-0293 and charges at issue in this docket.  AIC perceives several 
problems with Staff’s approach.  First, AIC claims that it misrepresents the Account 909 
“advertising” credit card charges the Commission disallowed in Docket No. 12-0293.  
AIC asserts that nowhere on the Commission’s list of disallowed charges on pages 67-
68 of the December 5, 2012 Order does there appear a single charge for electrical utility 
equipment.  Yet AIC understands Staff’s proposed disallowance in this proceeding to 
include 18 different pieces of storm response and other utility equipment because they 
are similar to charges disallowed in Docket No. 12-0293.  AIC also argues that Staff 
seeks to disallow 44 different food and beverage charges because they are "similar" to 
one meal disallowed in Docket No. 12-0293.  Indeed, AIC continues, the majority of the 
advertising expenses disallowed in Docket No. 12-0293 were clothing purchases.  Of 
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the 34 charges disallowed in Docket No. 12-0293, totaling $10,266.09, purchases at 
clothing retailers accounted for 14 charges or $8,487.62 that the Commission deemed 
unreasonable.  AIC relates that Staff witness Pearce’s list of disputed charges in the 
current proceeding, however, only identifies one clothing purchase—a $181.66 charge 
for fire-retardant clothing.  AIC considers it disingenuous to argue the charges listed on 
Ameren Ex. 16.1 are “similar” or “of the types” disallowed in Docket No. 12-0293.  AIC 
complains that the larger problem with Staff’s approach is that it largely fails to consider 
the evidence provided in this proceeding, namely the business-related justifications and 
the ratepayer benefits for each disallowed charge.   
 
 AIC maintains that Staff does not explain the application of its criteria or the 
judgment used and simply lists on its schedule each expense and checks off one or 
more rationale for disallowance.  The standards applied include: “based on Docket 12-
0293,” “Arguably Excessive,” “Unnecessary for Delivery Service,” “Unnecessary for 
Provision of Utility Service,” “Does Not Provide Benefits to Ratepayers,” and “Benefit 
AIC Employees as a Perquisite.”  AIC faults Staff for not citing any prior Commission 
orders or statutory provisions regarding its disallowance rationales. 
 
 With regard to Staff's “Arguably Excessive,” AIC contends that Staff does not 
explain why it believes AIC paid an excessive amount for any of the challenged 
charges.  AIC states that the only insight into Staff’s analysis came in a discovery 
request response where Staff reasoned that an “excessive” charge is one that could 
have been “avoided as unnecessary.”  (Ameren Ex. 26.0 at 6 (citing Staff response to 
AIC-Staff 8.03))  Where Staff’s “unnecessary” standard begins and the “excessive” 
standard ends is uncertain.  If excessive essentially means unnecessary, AIC considers 
it unnecessary to have additional standards for “Unnecessary for Delivery Service and 
“Unnecessary for Provision of Utility Service.”  Staff’s other interpretation of excessive is 
the purchase could have been “potentially transacted at a lower cost.”  (Id.)  But AIC 
argues that there is no evidence suggesting that it paid too much for any item. 
 
 As for Staff’s “necessary” rationales, AIC maintains that these standards 
misinform the Commission as to the proper determination the Commission must make 
concerning the recoverability of expenses in formula rates.  Under Section 16-
108.5(c)(1), AIC states that the Commission must determine whether a charge is 
prudent, reasonable in amount, and related to the provision of delivery service, not 
whether a charge was “necessary” for delivery service.  AIC complains that Staff does 
not cite any Commission orders or statutory provisions that require AIC to demonstrate 
each credit charge was “necessary.”  Nor does AIC consider such an exercise workable 
in the context of formula rates.  AIC contends that it would result in endless second-
guessing of decisions about whether a particular cell phone, a specific television, a 
certain safety award, or a business meal was a “necessary” utility expense to maintain 
safe, adequate, and reliable service.  AIC adds that supervisors and employees would 
be burdened with speculating whether each expense would later be judged to be 
necessary.  AIC also claims that the discontinuation of these and similar purchases 
would adversely impact its delivery service.  While it may be able to provide some level 
of service in the short term without a particular expense, AIC asserts that it could not 
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maintain, over the long term, the level of service its customers expect.  More 
importantly, AIC argues, Staff has not provided an explanation why each expense is not 
“necessary,” even if that were the appropriate, after-the-fact standard to apply.  Staff 
suggests there is no burden to demonstrate each individual expense is unreasonable or 
imprudent.  But according to AIC that is precisely what the Commission did in Docket 
No. 12-0293.  AIC states that one can not review pages 67-68 of the Commission’s 
Order in that case without recognizing the Commission identified specific expenses and 
specific objections for each expense. 
 
 AIC states further that Staff has not disputed that ratepayer benefits are 
associated with each of the charges, but instead suggests that AIC must demonstrate “a 
quantifiable ratepayer benefit” or a “measure of impact.”  AIC does not see the basis for 
this requirement and how it should be applied explained in Staff’s exhibits.  Given the 
nature of the ratepayer benefits, AIC contends that quantifying or assigning a dollar 
amount impact would not be practicable (even if it were required).  Moreover, although 
the amount of Staff's adjustment may be minor, AIC is concerned that its potential 
breadth and impact is staggering, implicating and jeopardizing its established business 
practices across the utility. 
 
 Staff's criticism of AIC witness Voiles' knowledge of the credit card program 
should be given no weight, according to AIC.  The fact that she did not know the 
number of supervisors with purchase approval authority or employees is irrelevant in 
AIC's opinion.  AIC considers such attacks on Ms. Voiles inappropriate. 
 

e. Commission Conclusion 
 
 To be clear on the scope of Staff's analysis of AIC's credit card expenses, it is 
helpful to review Staff's sample size.  Staff limited its sample to four months’ worth of 
expenses for 12 selected employees of the more than 1,500 employees who held an 
AIC credit card in 2012.  Based on this small sample size, Staff identified $12,807 in 
credit card charges during the four months examined that it believes should not be 
recovered from ratepayers.  Staff then multiplied this amount by three to annualize the 
charges.  The resulting amount of $38,421 is allocated between gas and electric 
service.  The electric portion amounts to $22,000 representing disputed charges for 12 
employees in 2012. 
 
 Disputed charges indentified in Ameren Ex. 16.1 range from donuts, candy, 
cupcakes, and party decorations to cellular telephones, digital cameras, and LCD and 
flat screen televisions.  For every item listed on Ameren Ex. 16.1, whether it be the 
business meals, other food and beverage purchases, floral arrangements, anniversary 
and retirement cakes, or new employee giveaways, AIC asserts that it has shown why 
these are typical expenses in support of delivery service that assist in the operation of 
the utility and the engagement of the workforce.  AIC's policy for using employee credit 
cards is very similar to its policy regarding the use of "Purchase Cards" or "P-Cards," as 
the credit cards were referred to during the course of Docket No. 12-0293.  Both the 
earlier and current credit card policies seem to rely heavily on the discretion of individual 
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employees in making purchases and the discretion of supervising managers in 
approving purchases.  AIC witness Voiles offered testimony in support of AIC's credit 
card policy and expenses.  In her position as a manager she reviews the credit card 
expenses of less than five employees.  So long as the expenses are business related, 
she approves the charges.  While an employee may need to correct an error in the 
submission of credit card charges, she testifies that she has never rejected a charge as 
inappropriate or unreasonable.  In addition, she was unable to testify as to the policies 
of other supervisors with respect to the credit card charges. 
 
 As was the case in Docket No. 12-0293, the Commission is troubled by AIC's 
view of its employees' credit card use.  Like before, there do not appear to be any 
definitive company standards for reviewing and evaluating employee credit card 
purchases.  Nor does there appear to be any per diem limitation concerning travel 
expenses.  An unknown number of managers have authority to review credit card 
purchases using unknown standards.  Even the standards that Ms. Voiles uses are not 
clear from the record.  So long as some aspect of the charge is arguably related to 
something the utility does, AIC seems to believe that recovery of the expense from 
ratepayers is appropriate.  AIC's main concern, however, does not appear to be the 
$22,000 currently at issue, but rather the impact that an adverse ruling may have on its 
business practices. (See AIC Initial Brief at 24)   
 
 The underlying issue appears to stem from a corporate culture where employee 
perquisites and broad discretion on what is reasonable and necessary for business are 
the norm.  As was pointed out by the Commission in Docket No. 12-0293, although 
such expenses may be permissible in an unregulated business that competes with other 
unregulated businesses for customers, the expenses are not appropriate for regulated 
rate recovery since AIC customers have no choice but to obtain delivery services from 
AIC.  Captive delivery service customers can not shop around for another delivery 
service provider that they deem to be more responsible with its revenue.  AIC has 
expressed its concern about its reputation and appearance in various media and may 
wish to consider the public perception of the expenditures discussed here.  Additionally, 
AIC may also want to consider the appropriateness and prudence of spending decisions 
based on the assumption that nearly all expenses can be recovered by customers. The 
Commission simply cannot hold that any expenditures that AIC believes to improve their 
employees’ work experience can be passed along to the ratepayers—this would lead to 
an absurd result.  The expenditures must be related in some way to enhancing the 
customer experience, not the other way around.      Of course, AIC is free to continue 
incurring these types of expenses as it determines appropriate, but utility shareholders 
will ultimately be responsible for the costs, not captive ratepayers.  
 

The Commission also urges AIC to make use of Docket No. 13-0075 regarding 
this recurring issue of adequate controls and ratepayer benefits.  This docket was 
initiated to ensure that AIC implements reasonable usage restrictions on P-Cards.  In 
Docket 12-0293 the Commission required AIC “to submit for approval its internal 
controls on P-Card usage within 45 days of the entry of this Order.  Such a filing shall 
take the form of a petition with the usage limitations and supporting testimony attached.” 
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Order, Docket No. 12-0293 at 69.  The Commission reminds AIC that it is the utility’s 
burden to show that its expenses are prudent and reasonable.  At this time, the 
Commission is still not assured that AIC has instituted reasonable controls over credit 
card use and will therefore continue to scrutinize these expenses. 
 
 Some of the types of expense adjustments that Staff recommends have already 
been addressed above in relation to expenses in Account 588.  Consistent with the 
conclusions above, the Commission concurs with Staff's position regarding the flowers, 
flat screen televisions, cellular telephones and accessories, gift cards, employee gifts, 
and clothing listed on Ameren Ex. 16.1.  The other large category of credit card 
expenses similar to expenses on Ameren Ex. 19.1 that the Commission finds 
questionable consists of various food expenses.  The Commission found that meals 
given to employees for working safely are additional perquisites that are not appropriate 
for recovery from customers.  Snacks served at safety meetings fall into the same 
category of unrecoverable perquisite expenses.  Snacks and other edibles for "other 
work meetings" and "employee appreciation," as they are justified on Ameren Ex. 16.1, 
are also excessive employee perquisites that provide no customer benefit.    Such 
expenses shall not be recovered from customers.  Customers shall not be responsible 
for the finance charges on line 4 for obvious reasons.  The record is not clear why 
McLean County Chamber dues should be recoverable. 
 
 This is not to say that none of the expense items on Ameren Ex. 16.1 are 
recoverable.  Lines 3, 7, 8, and 52 appear to reflect travel expenses legitimately 
recoverable from customers.  In addition, AIC has provided a satisfactory explanation of 
the expenses on Lines 11, 12, and 13 which reflect the cable and satellite services that 
assist AIC in better preparing for its response to local and storm events that may cause 
outages.  Note also that the items listed on line 28 of Ameren Ex. 16.1 are similar to the 
digital cameras allowed in rate base above in the context of Account 588, but the 
pending expenses will not receive similar rate treatment.  The difference is that while 
AIC explained that the zoom lens on the earlier cameras permitted employees to "see" 
and photograph inaccessible name plates and other equipment amid energized 
systems, AIC provided no better justification than "other utility equipment" for the items 
listed on line 28. 
 

5. Sponsorship Expense (Account 930.1) 
 

a. Staff Position 
 
 Staff witness Knepler proposes disallowing $94,057 of sponsorship expenses 
that in his opinion AIC did not adequately demonstrate (1) were necessary for the 
provision of utility service and/or (2) provided a benefit to ratepayers.  Schedule 10.01 
attached to Staff Ex. 10.0 lists his proposed disallowances.  Examples of the costs Staff 
proposes disallowing include donations for Halloween candy for the Beardstown 
Chamber of Commerce and sponsorship of the Punkin Chuckin promoted by the 
Tazewell Columbus Club.  Mr. Knepler's adjustment also disallows sponsorship and 
community outreach expenses (1) not supported by an ad example; (2) not associated 
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with an informational booth; or (3) not associated with the provision of a speaker.  Mr. 
Knepler does disallow two sponsorships that were supported by ad examples: (1) the 
Illinois High School Association’s ("IHSA") March Madness Experience Sponsorship 
and Banquet ($25,500 of $42,500 allocated to electric delivery service) and (2) the 
Peoria Rivermen Hockey Sponsorship of Goals for Kids ($24,182 of $40,304 allocated 
to electric delivery service).  In those two instances, even though ad examples were 
provided, Staff contends that AIC did not provide justification for the $25,500 and 
$24,182 for sporting events and team sponsorships costs to be recovered from 
ratepayers. 
 
 According to Staff, AIC recorded its sponsorship expense as General Advertising 
Expense in Account 930.1 and stated that the advertising standard of Section 9-225 of 
the Act should apply, but then did not provide the advertisements and scripts required 
by 83 Ill. Adm. Code 295.40.  If AIC did not have an ad, provide a booth, or sponsor a 
speaker, then Staff concludes that the only message that could be conveyed would be 
promotional or goodwill.  AIC witness Kennedy even agrees by arguing that 
communication occurs as AIC is recognized by the organizers for its financial support of 
the event.  Staff points out that the Commission previously concluded in Docket No. 12-
0001 that sponsorships that bring AIC’s name before the public in a philanthropic light is 
the “very meaning of goodwill advertising.”  That Order stated: 
 

But regardless of whether AIC received tangible benefits for its corporate 
sponsorships, the Commission cannot disregard the fact that the 
sponsorships bring AIC’s name before the public in a philanthropic light.  
While AIC claims this is not its intention, this is the very meaning of 
goodwill advertising. (September 19, 2012 Order at 95) 

 
 In response to AIC's arguments, Staff contends that AIC is inconsistent in its 
position on sponsorship expenses.  In Staff's view, AIC applies the advertising standard 
prescribed by Section 9-225 of the Act for certain sponsorships and then rejects it for 
other sponsorships, even though AIC stated from the onset of this proceeding that 
sponsorship and community outreach expenses should be evaluated as advertising 
expenses. (See Ameren Ex. 6.3)  Staff also finds significance in AIC admitting that its 
goal of sponsorship expense is to provide financial support for the various entities.  Staff 
points out that AIC's "analysis identifies the … benefits that flow from AIC’s financial 
support of local communities and organizations.” (AIC Initial Brief at 54)  By such 
statements, Staff argues that AIC not only attempts to shift the recoverability from the 
advertising standard in Section 9-225 (concerning advertising expenses) to the public 
welfare standard of Section 9-227 (concerning donations), but also underscores Staff’s 
position that the Commission should not rely on AIC’s statements in its direct testimony 
that the sponsorship and outreach expense are to be evaluated as advertising expense.  
Staff maintains that AIC should be held accountable for its testimony; it should not be 
permitted to rely on the Commission to identify the rationale for recovery of sponsorship 
expenses, as it attempts to do here.  Staff states that AIC is solely responsible for 
submitting to the Commission a rationale and evidence that proves what AIC argues is 
the proper support for the recovery sought.  Staff notes that Section 9-225(2) provides: 
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In any general rate increase requested by any gas, electric, water, or 
sewer utility under the provisions of this Act, the Commission shall not 
consider, for the purpose of determining any rate, charge or classification 
of costs, any direct or indirect expenditures for promotional, political, 
institutional or goodwill advertising, unless the Commission finds the 
advertising to be in the best interest of the Consumer or authorized as 
provided pursuant to subsection 3 of this Section. 

 
Furthermore, Section 9-225(1)(d) defines "goodwill or institutional advertising" as:  
 

any advertising either on a local or national basis designed primary to 
bring the utility’s name before the general public in such a way as to 
improve the image of the utility or to promote controversial issues for the 
utility or the industry. 

 
Therefore, Staff concludes that sponsorships that are not evidenced by an ad, a booth, 
or a speaker are by default goodwill advertising, and thus, are not recoverable. 
 
 With regard to AIC's argument that if it removes part of an expense for the 
tangible benefits received by AIC employees (i.e., meals, tickets, etc.), then the 
remaining portion of the expenses should be recovered, Staff responds that if a 
sponsorship expense, by its nature and purpose is a not recoverable expense, then 
removing a part of the expense for tangible benefits received continues to result in an 
unrecoverable expense, albeit a much smaller expense.  Staff adds that such expenses 
are also not necessary for the distribution of electricity or do not provide ratepayer 
benefits.  Nonetheless, Staff observes that AIC would like the Commission to find that 
sponsorships, like the following, are necessary for the distribution of electricity: 
 

• Tazewell Columbus Club Punkin Chuckin Sponsorship; 
• Peoria Officials Association Sponsorship for Hospitality Room at March 

Madness;  
• Peoria Chiefs Season Tickets; and  
• Bradley University – Bradley Athletics Sponsorships 

 
Staff notes that in AIC's first formula rate docket, the Commission determined that such 
expenses should not be recovered from customers. (Docket No. 12-0001, Order at 95)  
Staff contends that its position in this proceeding is consistent with the outcome for this 
issue in Docket No. 12-0001. 
 

b. CUB Position 
 
 CUB supports the adjustment proposed by Staff to disallow sponsorship expense 
that is not necessary for the provision of utility service and/or provides no benefit to 
ratepayers.  CUB asserts that AIC has failed to justify recovery of this expense.   
According to CUB, a simple review of several of AIC’s sponsorships easily 



  13-0301 

73 
 

demonstrates that a disallowance is appropriate.  For example, AIC seeks recovery for 
a “Whale Float” in the City of East Peoria’s Festival of Lights Parade, where AIC 
sponsored a parade float and appeared in the parade booklet.  AIC claims that the 
expense is “necessary for delivery service” because it provides “Energy Efficiency 
awareness.” (Ameren Ex. 24.1 at 2)  AIC’s identified ratepayer benefit is “Act-On-
Energy Program Knowledge,” and AIC claims its intended audience is “AIC customers 
attending event.” (Id.)  Not only does AIC have a separate rider for recover of energy 
efficiency advertising, CUB insists that a connection between a “whale float” and a 
meaningful message about energy efficiency is dubious at best. 
 
 Another expense CUB questions is AIC's sponsorship of a “Fireworks 
Celebration” in Pekin, Illinois. (Ameren Ex. 24.1 at 6)  AIC claims this is an allowable 
501(c)(3) contribution.  AIC makes no claim of any ratepayer benefits, or how any AIC 
safety or welfare message was conveyed through its sponsorship of fireworks. (Id.)  
CUB observes that the same is true of AIC’s sponsorship of a “Santa Claus Parade 
Under the Sea Float.” (Ameren Ex. 35.1 at 9)  CUB states that AIC provides no 
justification for sponsoring an Under the Sea Float in a Santa Claus parade other than 
“non-501c3 contribution,” with an apparent “Public Welfare” benefit. (Id.)  CUB avers 
that these are but a few examples in a long list of sponsorships for which AIC makes 
odd connections between its sponsorships and the so-called ratepayer benefits 
associated with them. 
 
 CUB states that AIC is free to continue spending as much as it likes on its 
sponsorships.  Given “AIC’s mission to enhance the quality of life in local communities” 
(AIC Initial Brief at 62), CUB believes that AIC should be more than happy to use 
shareholder dollars to fund the activities it describes.  In CUB's opinion, ratepayer 
recovery of 100% of this expense is not appropriate or justified.   
 

c. AIC Position 
 
 AIC objects to Staff's proposed disallowance and offers its own analysis 
determining the portion of 2012 sponsorship expense from Account 930.1 to recover in 
formula rates.  Ameren Ex. 24.1 (Rev.) identifies the recipient and amount of the 
sponsorship; the event, activity, or cause sponsored; the print advertisements (if any) 
published at or in connection with the event; and the tangible benefits (if any) received 
by AIC employees.  AIC believes that its analysis identifies the educational, charitable, 
and public welfare benefits that flow from its financial support of local communities and 
organizations.  Furthermore, AIC asserts that its analysis calculates and removes the 
electric portion of sponsorship expense ($39,301) that reflects the fair market value of 
meals, tickets, and entertainment provided to AIC. 
 

i. Past Sponsorship Expense Recovery 
 
 In support of its position, AIC points out that in Docket No. 12-0293, the 
Commission allowed recovery of 2011 sponsorships that “involved useful information 
from AIC.” (Docket No. 12-0293, Order at 74)  For other sponsorships, AIC relates that 
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amounts were disallowed ($30,834) in part because AIC employees received “benefits” 
from meals or tickets.  The largest disallowance, however, was for “catch all” costs 
($70,225) the Commission found unsupported by AIC’s exhibits.  Despite those 
disallowances, AIC states that the Commission recognized that “charitable contributions 
and corporate sponsorships share some characteristics.” (Id., at 74)  The Commission’s 
stated intent was not to disallow a charitable contribution just because it was recorded 
to an advertising account. 
 
 After entry of the Order in Docket No. 12-0293 on December 5, 2012, AIC reports 
that the Commission issued an Order on June 18, 2013 in Docket Nos. 12-0511/0512 
(Cons.)—a 2013 future test year rate case filed by Peoples and North Shore.  In that 
case, Staff sought to disallow certain sponsorships the utilities argued benefited 
customers.  The sponsorships included funding for child and family services 
organizations, public libraries, foundations, and festivals.  The Commission rejected 
Staff’s adjustment, concluding the nature of these sponsorships is charitable and 
recoverable under Section 9-227 of the Act.  The Commission also rejected Staff’s 
adjustment to remove sponsorship expense of certain institutional events, including 
table sponsorships.  The Commission found sponsorships expenses like these were not 
barred by Section 9-225 of the Act and were recoverable under Sections 9-225 and 9-
227. 
 
 AIC argues that when weighing the recoverability of a sponsorship the 
Commission's overriding consideration in the Peoples/North Shore dockets and in 
Docket No. 12-0293 was whether the funds to the recipient organization resulted in 
benefits to AIC’s ratepayers.  AIC explains that the benefit could be educational in 
nature, based on AIC’s presence at the sponsored event and the advertising materials 
published at or in connection with the event.  Or the benefit could be charitable or public 
welfare in nature, if the purpose of the sponsorship was to provide financial support for 
the recipient’s event, activity, or mission.  In other words, AIC argues that not publishing 
advertisements at or in connection with a sponsored event is not a basis for 
disallowance if the event otherwise benefits customers in the utility’s service territory. 
  

ii. Tangible Benefits 
 
 In light of the Commission's conclusions in Docket No. 12-0293, AIC analyzed its 
2012 sponsorship expenses in preparing its direct filing initiating this proceeding.  AIC 
states that it took two primary actions.  First, AIC revisited internal guidance on 
community and public relations expenses in general and issued new guidelines on 
sponsorships.  Second, AIC reviewed 2012 sponsored events to identify whether all, 
some, or none of the sponsorship expense for an event, activity, or cause should be 
included in AIC’s updated formula rate revenue requirement.  AIC explains that it 
undertook this exercise for three reasons: (i) to identify sponsorships that provided AIC 
an opportunity to leverage print or media advertising to educate and inform consumers; 
(ii) to identify sponsorships that were principally financial contributions in support of the 
recipient’s event, activity, or mission; and (iii) to identify and remove tangible benefits 
AIC employees in attendance received from the recipient.  Upon completing the review, 
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AIC removed from its proposed rates what it believes to be the fair market value of 
tangible benefits (e.g., tickets, meals, and entertainment) received by AIC employees 
from sponsored organizations.  In total, AIC has removed $39,301 in sponsorship costs 
from its proposed electric revenue requirement. 
 

iii. Propriety of Staff’s Adjustment 
 
 AIC argues that Staff has neglected to provide any detailed discussion of 
methodology and criteria used to determine which sponsorship expenses to accept and 
which to disallow.  First, AIC states that Staff’s testimony, schedules, and data request 
responses give little explanation of the basis on which additional sponsorship expenses 
were disallowed.  AIC complains that Staff does not address why certain sponsorships 
were “goodwill,” why others should be disallowed for having “no ad,” why others should 
be disallowed for “predominance of the message,” and why sponsorships, without print 
advertisements, should even be analyzed under Section 9-225.  AIC states that this 
makes it practically impossible to decipher the basis and reasons relied upon by Staff to 
support each component of Staff’s larger adjustment to sponsorship expense.  AIC 
contends that simply bluntly stating an expense is not “necessary” or does not provide 
“benefits” just does not suffice. 
 
 Second, AIC accuses Staff of being inconsistent in its application of its 
standards.  For the most part, Staff appears to agree AIC can recover sponsorship 
expense for events where AIC provided an example of a print advertisement that was 
published at the event.  For several events, however, including the sponsorship of the 
IHSA March Madness banquet and tournament and the sponsorship of the Peoria 
Rivermen Hockey “Goals for Kids” program, AIC observes that Staff disallows the entire 
amount of the sponsorship, despite the fact AIC identified a print advertisement. 
(Ameren Ex. 24.1, lines 69, 133)  Other examples of sponsorships on Ameren Ex. 24.1 
for which Staff is disallowing the full amount of funding, even though a print 
advertisement was identified, include the Tate and Lyle Players Championship for the 
Decatur Futures Charity (line 34); Edwardsville Chamber and Rotary fundraisers (lines 
42, 44); the Broadway Theater Series and other funding for the Peoria Civic Center 
(lines 126-29); Quincy Gems (line 137); and U.S. Cellular Coliseum (line 162).  AIC 
contends that funding for these organizations provides it with opportunities to reach 
customers through signage or booklets.  For the IHSA event, for example, AIC states 
that it posted signage and distributed a booklet concerning the Act-On-Energy program 
on energy efficiency awareness.  AIC adds that the funding also helps to ensure these 
organizations have the resources necessary to actually hold the youth events.  Although 
Staff questions the reasonableness of the costs for the IHSA and Peoria Rivermen 
events, AIC maintains that the costs associated with these events provided substantial 
opportunities for educational messages and significant financial resources for recipients 
to draw upon to host the events. 
 
 AIC's third complaint with Staff's position is that Mr. Knepler did not apparently 
consider much of the information AIC provided in Ameren Exs. 6.2 (Rev.) and 24.1, 
other than the example print advertisements identified with certain sponsorships.  For 
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example, AIC asserts that Staff seeks to disallow the full amount of the electric-
allocated portion of the sponsorship of the Decatur Celebration Outdoor Festival, even 
though there was a safety information banner associated with the event.  For other 
events, AIC states that there is no indication Staff considered whether AIC’s self-
disallowance was sufficient.  AIC maintains that the information compiled in Ameren Ex. 
24.1 identifies: (1) the type and value of tangible benefits; (2) the channels and 
messaging used at some events to communicate directly with consumers; and (3) the 
other sponsored activities that were largely or entirely financial contributions.  Copies of 
ads were provided.  The subject matter of the messaging was identified.  The recipient 
and event that received “charitable” or “public welfare” funding has been identified.  
Because Staff allegedly did not take issue with the content of an advertisement, the 
nature of the financial support, or the benefit of a community event, AIC characterizes 
Staff's adjustment as arbitrary and capricious.   
 
 Fourth, AIC contends that Staff’s adjustment does not give any consideration to 
the recoverability of sponsorship expense where AIC did not engage in traditional 
advertising at, or in connection with, an event or activity.  AIC argues that it is critical for 
Staff to address why a sponsorship, in the absence of a print advertisement, must be 
per se disallowable.  AIC asserts that many of the sponsorships listed in Ameren Ex. 
24.1 simply constitute financial support to local community organizations and 
municipalities to support an event, activity, or cause that did not include traditional 
advertising opportunities.  AIC states that the funding of these sponsored “public” 
events resemble closely the funding given to non-profit organizations to support public 
welfare and charitable causes under Section 9-227 of the Act.  Although this type of 
sponsorship does not permit AIC to hang signage or distribute printed materials, AIC 
still considers the sponsored event, activity, or cause itself to be important, both to the 
local community and to any AIC employees who volunteer or participate. 
 
 AIC contends that there are many, more direct, channels it could pursue, with 
broader reach, if the primary goal of these financial contributions was to enhance its 
image.  But AIC asserts that sponsorship of these local community initiatives fits its 
mission to enhance the quality of life in local communities.  Staff suggests a benefit to 
an attendee of a sponsored event does not correlate to a ratepayer benefit.  AIC 
considers this view shortsighted and states that sponsored organizers who receive 
AIC’s support are in its service territory, the communities where the events and activities 
are held are in AIC’s service territory, and the participants most impacted by the causes 
that the organizers support are residents in AIC’s service territory. 
 
 AIC also considers Staff's adjustment inappropriate in light of the aforementioned 
Order in the Peoples/North Shore dockets.  AIC observes, however, that Staff 
apparently did not consider the decision when developing its adjustment in this case.  
AIC maintains that it is not appropriate for Staff to claim its adjustments are “consistent” 
with prior Commission Orders (Docket Nos. 12-0001 and 12-0293), but object to 
considering criteria in a more recent decision that undercuts the validity of its 
adjustment (Docket Nos. 12-0511/0512 (Cons.)). 
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d. Commission Conclusion 
 
 Essentially, AIC believes that all of the sponsorship expenses listed in Ameren 
Ex. 24.1(Rev.) are recoverable under either Section 9-225 or Section 9-227 as an 
advertising expense and/or charitable donation, respectively.  Staff and CUB identify 
several expenses that they feel are inappropriate for recovery.  While the Commission 
agrees that in the majority of instances the expenses are recoverable, a number of the 
listed expenses appear to have no purpose other than promotional, goodwill, and/or 
institutional advertising.  Undoubtedly, AIC will claim that the disallowed expenses are 
recoverable charitable donations under Section 9-227.  The overall problem with AIC's 
analysis, however, is that it gives no meaning to the prohibition in Section 9-225 of 
recovery of promotional, goodwill, and/or institutional advertising.  Surely the legislature 
did not intend for certain expenses to be unrecoverable under Section 9-225, only to 
allow all such expenses to then be deemed recoverable under Section 9-227.   
 
 The Commission finds the expenses listed below at lines 1, 2, 3, 5, 7, 9, 10, 11, 
12, 13, 14, 16, 17, 18, 19, and 20 unrecoverable because the nature of the recipient is 
not clear (e.g.; "Lightworks") and/or the charitable nature of the event is not discernible 
(e.g.; Punkin Chuckin).  There is also no evidence from Ameren Ex. 24.1(Rev.) of any 
educational or other permissible messaging.  The only discernible purpose behind the 
expenditures is promotional, goodwill, and/or institutional.  The parade float at line 16 
below is distinguishable from the parade float sponsorship at line 22 on Ameren Ex. 
24.1(Rev.).  While the relationship between a "Whale float" in the later parade and 
delivery service is certainly questionable, AIC did apparently provide some permissible 
messaging in a parade booklet.  The record reflects no similar messaging in conjunction 
with the disallowed "Under the Sea float" at line 16 below.  With regard to the expenses 
at lines 4, 6, and 15 below, the purpose behind these expenses seems to be to mix with 
other attendees at the events.  There is no evidence of any educational or other 
permissible messaging being provided.  The purpose of the large expenditure at line 8 
appears to simply be to present itself at a sporting event as a generous supporter to 
"customers attending event."  The nature of these expenditures lead the Commission to 
conclude that they are promotional, goodwill, and/or institutional advertising, and must 
therefore not be recovered from delivery service customers.  Such details, or where 
applicable the lack thereof, distinguish this record from that in Docket Nos. 12-0511 and 
12-0512 (Cons.). 
 
Line Recipient Electric 

Allocation 
($) 

Description Ameren Ex. 
24.1 (Rev.) 

line # 

1 Beardstown Chamber of 
Commerce 

100 Halloween candy 3 

2 Belleville East High School 300 Hockey team Thanksgiving 5K run 6 

3 City of Hillsboro  1,200 Payment 5 of 5 Lighting at sports 
complex 

26 

4 City of Peoria 1,500 
 

State of the City Luncheon and 
speaker sponsorship 

28 

5 Greater Belleville Chamber of 
Commerce 

60 UNCLEAR - listed as "Newsletter" 
and "Coworkers attendance" 

55 



  13-0301 

78 
 

6 Greater Decatur Chamber of 
Commerce 

4,500 
 

Thanksgiving luncheon 
sponsorship 

57 

7 Illinois Central College 1,500 Cougar Plex 2nd installment 
sponsorship 

65 

8 Illinois High School Association  25,500 
 

March Madness Experience 
sponsorship and banquet 

69 

9 Lincoln Trail College 60 Donation to support the "E" and 
reference to candy 

83 

10 Lincoln Trail College 30 UNCLEAR - listed as "Donation to 
the Crawford Coun" and "Triathlon 
for Kids" 

84 

11 Mattoon High School 75 "Project Graduation" 86 

12 Mattoon Lightworks 300 Contribution for Lightworks 88 

13 Pekin Area Chamber of 
Commerce 

150 Fireworks celebration 114 

14 Pekin Park District 300 Band concert 116 

15 Peoria Area Chamber of 
Commerce 

2,100 
 

Community Thanksgiving luncheon 118 

16 Peoria Area Community Events 600 Santa Claus parade Under the Sea 
Float 

121 

17 Peoria Area Community Events 126 Yule like Peoria pole decoration 122 

18 Southwestern Illinois Employers 
Association 

900 Annual meeting 147 

19 Taylorville Optimist Club 1,200 Tournament sponsorship 153 

20 Tazewell Columbus Club 600 
 

Punkin Chuckin sponsorship 155 

21 Total 41,101 
 

  

22 Jurisdictional Allocation Factor 92.06%   

23 TOTAL DISALLOWANCE 37,838   

 
 In previous cases, the Commission has expressed its intention to allow recovery 
for expenses only where the record evidences a purpose for the expenses that is in 
accordance with the Act.  In order to allow the recovery, the record must be clear.  The 
Commission cannot be left to speculate, as is the case here, as to what might have 
been occurring at the events or what educational materials may have been distributed.  
In light of the expedited timelines dictated by EIMA, it is even more important for the 
justification for recovery of the expense to be clearly spelled out.  It is the burden of AIC 
to show that their sponsorships are recoverable under the Act, and the Commission will 
continue to insist that AIC provide the necessary evidence to show that the 
expenditures are not merely for promotional, goodwill, and/or institutional advertising 
purposes.  Even if AIC were to make a claim that the expenses were recoverable under 
Section 9-227, AIC would still be required to make a showing to that effect, which they 
have not done here. 
 

6. Community Outreach Expense (Account 908) 
 

a. Staff Position 
 
 Staff witness Knepler recommends that $6,380 in community outreach expenses 
recorded in Account 908 (Customer Assistance Expense) for festivals and county fairs 
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be disallowed. (Staff Ex. 10.0, Sch. 10.02, 2b)  Examples of community outreach 
expenses Staff disallowed include payments to the Arcola Broom Corn Festival, Lincoln 
Art and Balloon Festival, and the Murphysboro Apple Festival.  Similar to sponsorship 
expenses discussed previously, Staff maintains that ratepayer recovery could be 
appropriate if AIC provided a booth or if an “ad example” was identified on Ameren Ex. 
6.2 (Rev.) and provided in AIC’s response to Staff DR SRK 1.01. (Staff Ex. 10.0 Att. A)  
Mr. Knepler reasons that the information provided by AIC does not support a finding that 
the community outreach expense was necessary for distribution of electricity or that the 
ratepayers benefited from such expense.  He avers that ratepayers should not be 
responsible for funding county fairs and festivals in exchange for the AIC name and logo 
being displayed.  Staff is particularly adamant in this view when it considers the fact that 
there is no evidence that AIC did anything other than provide financial support to the 
event.  Staff points out that AIC offered no assurance that anyone from AIC even 
attended the events. 
 

b. AIC Position 
 
 AIC objects to Staff's proposed adjustment for community outreach expense and 
alleges that Staff has failed to explain the basis for the adjustment.  AIC asserts that the 
purpose of community outreach funding is twofold: to improve the quality of life in a 
community, and to cost-effectively educate customers and other stakeholders about 
available programs and current issues impacting the adequacy, safety, and reliability of 
service.  Community relations coordinators, operating center staff, and other personnel 
involved in the community typically represent AIC at these events to engage with 
customers, answer questions, and provide information customers can use to make 
informed decisions about their energy usage.  The event may present AIC with an 
opportunity to distribute an informational booklet and/or have a booth.  But there may 
not be a specific traditional print advertisement.  The extent of AIC’s presence may 
consist largely of the placement of AIC’s name and logo on signage in the event space 
or recognition as a sponsor on the event’s website. 
 
 AIC identifies the recipient and amount of the community outreach funding, the 
date and location of the event, the content and placement of AIC’s messaging, the 
category of attendee benefit, and the value of any tangible benefits in Ameren Ex. 24.2 
(Rev.).  AIC understands Staff to accept the recoverability of community outreach 
expense if associated with a print advertisement or booth display.  Staff, however, 
proposes to disallow expenses where AIC’s presence largely consisted of the 
placement of its name and logo on signage in the event space or on the event’s 
website.  Staff claims AIC has failed to provide adequate justification why the electric 
ratepayers should be responsible to support these events or why such expenses are 
necessary for the provision of utility service.  AIC counters, however, that the 
community outreach costs Staff proposes to remove fall squarely within the purview of 
the Commission's Peoples/North Shore decision in Docket Nos. 12-0511/0512 (Cons.) 
and that therefore Staff’s adjustment must be rejected. 
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c. Commission Conclusion 
 
 The issues concerning AIC's community outreach expenses recorded in Account 
908 are quite similar to those pertaining to AIC's sponsorship expenses recorded in 
Account 930.1 and addressed above.  As discussed in conjunction with AIC's 
sponsorship expenditures, the Commission can not accept that the legislature intended 
for the prohibition in Section 9-225 of recovery of promotional, goodwill, and/or 
institutional advertising to be rendered meaningless under Section 9-227.  While AIC 
may claim that its support for various fairs and festivals should be considered charitable 
donations under Section 9-227, it is difficult for the Commission to see how most of the 
expenditures to which Staff objects are not simply promotional or goodwill in nature.  
Based on a review of the record, the expenditures listed in the table below represent 
cash contributions in exchange for AIC's name and logo appearing somewhere at the 
event.  There is no indication that anyone from AIC attended these events or that 
customers benefitted from any kind of educational messaging.  This type of donation 
represents the goodwill and promotional expenses that Section 9-225 is intended to bar 
as a recoverable operating expense. 
 
Line Recipient Electric 

Allocation 
($) 

Description Ameren Ex. 
24.2 (Rev.) 

line # 

1 Arcola Chamber of Commerce 150 Broom Corn Festival 3 

2 Heart of Illinois Fair 3,000 Family Fun Zone 9 

3 Pinckneyville Chamber 600 Mardi-gras 13 

4 Sangamon County Fair 1,080 Sponsorships 15 

5 Washington Chamber 350 Cherry Festival 19 

6 Lincoln-Logan County 600 Lincoln Art and Balloon Festival 23 

7 Murphysboro 600 Apple Festival 25 

8 TOTAL DISALLOWANCE 6,380   

 
7. Advertising and Public Relations Expense 

 
 In reviewing Ameren’s FERC Form 1 cost inputs under formula rates, the 
Commission retains under Section 16-108.5(d) its authority and obligation to review 
costs to determine if they are prudent and reasonable.  The Commission has the 
authority to disallow costs that are unnecessary to the provision of utility service, or that 
the utility has not justified in amount.  The Act includes special treatment for advertising 
costs and specifically defines “advertising” as follows: 
 

 "Advertising" means the commercial use, by an  electric, gas, water, or 
sewer utility, of any media, including newspapers, printed matter, radio 
and television, in order to transmit a message to a substantial number of 
members of the public or to such utility's consumers; (Section 9-225(1)(a)) 

 
Advertising is further divided among “political,” “promotional,” and “goodwill or 
institutional” advertising, each specifically defined by the statute.  The Act directs the 
Commission not to consider “expenditures for promotional, political, institutional or 
goodwill advertising, unless the Commission finds the advertising to be in the best 
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interest of the Consumer” or certain conditions specified in the statute are met.  The 
statute describes eight allowable categories and “other.”  In reviewing public relations 
and advertising expenses, the Commission applies the definitions and requirements of 
Section 9-225. 
 

a. AG Position 
 
 The AG focused its review on AIC’s Public Relations expenses, rather than the 
Information and Instructional Advertising that was analyzed by Staff.  At the outset, AIC 
reported $845,000 for its 2012 electric public relations in Account 930.2, Miscellaneous 
and General Expense.  This amount is almost three times larger than the average of 
such expenses in the prior three years (($220 + $316 + $330)/3 = $288.67). (See AG 
Cross Ex. 1, line 5)  According to the AG, AIC failed to provide an explanation for this 
substantial increase.  The AG also relates that AIC has requested rate recovery for an 
additional $1.519 million in Account 909, Informational and Instructional Advertising 
Expenses, for AIC’s electric operations and $251,000 for “general advertising 
expenses.” (See AG Cross Ex. 2)  The AG urges the Commission to closely examine 
these discretionary expenses because the size of Account 909 and the Account 930.2 
expense increase raise questions about whether the expenditures were all reasonable 
and prudent and recoverable.  The AG recommends that the public relations expenses 
be reduced by no less than $569,870. 
 
 One of the AIC expenses to which the AG objects concerns $4,125 for Simantel 
Group, Inc.'s ("Simantel") services associated with an ActOnEnergy workshop recorded 
in Account 909.  Simantel provides AIC with communications services, including 
strategic planning, design, and corporate public relations.  Because ActOnEnergy is 
AIC's energy efficiency program, the AG argues that this expense should be recovered 
through AIC's Rider EDR - Energy Efficiency and Demand Response Cost Recovery.  
While mandating the adoption and implementation of energy efficiency and demand 
response programs, the Act also limits the size of the charges for these programs. (See 
Section 8-103(d))  The AG maintains that the ActOnEnergy costs should be recovered 
solely through Rider EDR in order to assure that the cost of these programs does not 
exceed the statutory maximum charge. 
 
 The AG also takes issue with several Simantel expenses recorded in Account 
930.2.  AIC identifies $743,635 as the Simantel costs reported under Account 930.2 and 
reflected on Ameren’s FERC Form 1.  The AG recommends that the Commission 
reduce that expense by $393,947, consisting of an adjustment to remove “Focused 
Energy for Life” (“FEFL”) expenses of $95,705 and half of the remaining expenses, 
equaling $298,242. 
 
 The AG relates that in AIC’s last electric formula rate case, Docket No. 12-0293, 
the Commission closely reviewed AIC’s public relations expense, including its FEFL 
campaign.  The Commission concluded that FEFL represented a “corporate wide 
marketing effort” that is “designed primarily to bring AIC's name before the general 
public in such a way as to improve the image of the utility.” (Order at 64)  As indicated 
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above, the Act generally prohibits the recovery of “goodwill or institutional advertising.”  
Such advertising is only a recoverable expense if “the Commission finds the advertising 
to be in the best interest of the Consumer” or the advertisement fits within the specified 
categories in Section 9-225(3).   In Docket No. 12-0293, the Commission concluded that 
the FEFL campaign was not a recoverable cost.   
 
 AG witness Bosch asked AIC to identify costs that are comparable to activities 
and amounts disallowed by the Commission in Docket No. 12-0293.  AIC responded 
that it identified “potentially comparable” costs that were “outside expenses incurred in 
2012 related to AMS corporate communication services charged to AIC.” (AG Ex. 1.5, at 
2, para. c)  AIC witness Kennedy provides a complete list of the expenses that fell within 
this category in Ameren Ex. 24.3(Rev.).  The expenditures listed in Ameren Ex. 
24.3(Rev.) are also part of the larger list in Ameren Ex. 24.6(Rev.) of public relations 
expenses recorded in Account 930.2.  The "potentially comparable" expenses in 
Ameren Ex. 24.3(Rev.) amount to $99,479.  The more encompassing list in Ameren Ex. 
24.6(Rev.) totals $743,635 in Simantel expenses allocated to AIC. 
 
 The AG reports that a review of the descriptions in Ameren Ex. 24.6(Rev.) 
reveals both the FEFL work undertaken by Simantel, (e.g., lines 1-8), as well as 
numerous other image-enhancing messages not needed to provide reliable energy 
delivery services, including electricity generation messaging (e.g. Methane to 
Megawatts, line 13; Clean Coal, line 14) and corporate communications (e.g. T. Voss 
speech, lines 16-17; Annual Report, lines 38-43; Town Hall, lines 68-72; Point of View 
report, lines 83-87).  Mr. Brosch specifically identifies $95,705 of Simantel jurisdictional 
Public Relations costs in Account 930.2 that are comparable to the FEFL campaign 
costs that the Commission previously disallowed as primarily promotional and good will 
or institutional marketing advertising under subsections (1)(c) and (1)(d) of Section 9-
225. (See Ameren Ex. 24.3(Rev.) (AIC itemization of invoices constituting Potentially 
Comparable Disallowed Costs)) 
 
 To demonstrate its concerns, the AG points to more than $37,000 of the $99,479 
AIC identified as an “educational message of Ameren’s support for economic 
development in service area.” (Ameren Ex. 24.3(Rev.), lines 16-18 and 20-29.  While 
AIC argues that such messaging is “a reasonable expense,” the AG states that AIC 
admits that the communications were meant to inform the public that Ameren supports 
economic opportunity and jobs and invests in infrastructure. (AIC Initial Brief at 73)  In 
the AG's opinion, Ameren’s “support for economic development” is plainly a goodwill 
message “designed primarily to bring the utility's name before the general public in such 
a way as to improve the image of the utility or to promote controversial issues for the 
utility or the industry.” (Section 9-225(1)(d))  AIC witness Kennedy testifies that the 
public generally has a positive association with economic development and that 
“communicating about job creation and investments in our region are inherently 
positive.” (Tr. at 145)  The AG observes that Mr. Kennedy also admits that there were 
“differences of opinion” concerning whether the General Assembly should adopt the 
provisions of the EIMA. (Id. at 147-148)  The AG argues that AIC’s extensive spending 
on a message that its investments (made pursuant to Section 16-108.5) promote 
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economic development fall squarely within the statutory definition of a “goodwill 
message.” 
 
 Another major expense category in Ameren Exhibit 24.3(Rev.), described in 
column k as “internal departments” or “internal departments:  Corporate 
Communications and AIC Team CPR.” is found on lines 1-4, 6, and 9-12, and adds up 
to about $32,000.  The AG contends that it is impossible to determine the content of 
these communications because the descriptions are general and conclusory (“legitimate 
and ordinary business expenses associated with AIC’s communications.” Col. h).  This 
ambiguity warrants disallowance in the AG's opinion. 
 
 The AG states further that prior to AIC’s development and submission of the 
Simantel invoice characterizations in Ameren Ex. 24.6, the AG asked AIC for “illustrative 
copies of specimen work products” represented by the comparable expenditures.  
Several documents were produced, which were submitted into the record as AIC-AG 
Group Cross Ex. 1.  The AG observes that a review of these documents demonstrates 
that AIC correctly concluded that they were “comparable” to certain activities and 
expenses disallowed in Docket No. 12-0293.  For example, Attachment 1 is a FEFL 
document, which simply encourages AIC employees to “act with our values in mind” and 
to listen actively and understand and respect people’s needs.  Although the target of 
this document is unclear, the AG asserts that the message is plainly intended to 
improve AIC’s image with the public.  The AG notes further that this document does not 
address any of the factors found in Section 9-225(3)(a-i). 
 
 The AG continues its discussion with an analysis of Attachments 3 and 4 to AIC-
AG Group Cross Ex. 1.  These attachments are each a media schedule, including 
media outside Illinois.  Attachments 5 and 6 are AIC presentations, that include 
substantial reference to generation and non-Illinois jurisdictional operations, and 
Attachment 7 is the Ameren corporate “Point of View,” which discusses Ameren’s 
corporate position on ten areas “of critical importance to our business.” (page 4)  The 
AG points out that the issues addressed primarily relate to non-distribution issues, such 
as climate and environmental policy, coal, natural gas, power prices, nuclear, renewable 
energy, and transmission. (pages 8-9)  Ameren's presentation of its positions on these 
issues is “goodwill or institutional” advertising or public relations, and the AG concurs 
with AIC's conclusion that they are “comparable” to the disallowed expenditures in 
Docket No. 12-0293.  The AG reports that Attachments 8 and 9 are public relations 
related to things like Twitter and Facebook, again containing little information, but 
keeping Ameren’s image in the public eye.  Attachment 10 is a safety poster, utilizing an 
Ameren logo and appears to the AG to be part of the branding associated with FEFL.  
While AIC consistently allocated 60.61% of these costs to Illinois electric distribution 
customers, the AG avers that none of these costs are appropriately included in 
distribution rates because distribution service does not require expenditures on 
corporate branding, corporate image, and corporate positions on non-distribution 
issues. 
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 In addition to the $95,705 FEFL disallowance recommended by AG witness 
Brosch as comparable to the Commission’s conclusion in Docket No. 12-0293, the AG 
states that the record shows that the Simantel expense includes extensive image 
advertising and parent corporate messaging (reflected in the responses to Mr. Brosch’s 
request for “illustrative copies of specimen work products,” AIC-AG Group Cross Ex. 1).  
As a result of this evidence, the substantial increase in public relations costs in 2012 
compared to the prior three years, and the lack of affirmative evidence demonstrating 
that specific public relations expenses were “in the best interests of consumers,” Mr. 
Brosch recommends that 50% of the Simantel expenses (net of the FEFL amount) be 
disallowed. 
 
 Of the total Simantel expense of $743,635, the AG urges the Commission to 
disallow $95,705 as the jurisdictional portion of FEFL costs, and divide the remaining 
amount ($647,930) in half, equaling $323,965 times the jurisdictional allocator 92.06%.  
The non-FEFL Simantel jurisdictional disallowance is $298,242.  With the FEFL 
disallowance, the AG recommends that the Commission remove $393,947 from the 
Simantel total Illinois electric charge of $743,635.  While AIC characterizes this proposal 
as a “staggering” adjustment, the AG observes that Mr. Brosch’s adjustments result in a 
total Simantel public relations charge of $349,688 exceeding the $289,000 average of 
the last three years’ public relations expense by more than 20%.  The AG asserts that 
this adjustment brings the Simantel expense to a more reasonable level and fairly 
reflects the discretionary, corporate, and institutional aspects of much of the Simantel 
work product.  In addition, AIC has failed to demonstrate that the public benefits from 
the various branding, imaging, and positioning that form the bases of much of 
Simantel’s work for AIC.  Further, the AG continues, the descriptions of the services 
provided by Simantel were very general, especially in the absence of more than the 
sample of deliverables provided in AIC-AG Group Cross Ex. 1, making a more specific 
assessment of the costs impractical. 
 
 One of the other expenses recorded in Account 930.2 that the AG objects to 
concerns 2012 expenses for communications consulting to pay for former St. Louis 
news anchor Karen Foss to coach its executives on how to communicate with media.  
According to AIC’s response to AG data request 5.10, submitted as AG Ex. 3.2, Ms. 
Foss was formerly Ameren Senior VP of Communication and Brand Management, and 
in the test year had a verbal contract with Ameren’s Corporate Communications for a 
monthly retainer of $6,000 per month.  AIC identified 18 three-hour training sessions 
and one four-hour meeting for Ameren President’s Performance Leadership Award, 
where she acted as moderator.  The AG states that it is apparent that Ms. Foss’ training 
was intended to enhance Ameren’s image in the media.  Image advertising and public 
relations are not ordinarily recoverable costs under Section 9-225(1) and (2).  The AG 
notes that AIC argues generally that improving AIC’s ability to communicate in the 
media, including how to address sensitive subjects, somehow benefits consumers.  The 
AG argues this vague assertion, without reference to the specific subject matter on 
which the Ameren officers were allegedly trained, should be rejected as insufficient to 
overcome the prohibition on charging ratepayers for corporate goodwill, image, or 
institutional advertising.  The AG requests that the Commission disallow $42,015 in AIC 
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electric jurisdictional expenses representing payments for media image management 
and enhancement by Karen Foss, LLC. 
 
 The AG also expresses concerns over $15,202 in costs recorded in Account 
930.2 associated with AIC's participation in the “8th Annual St. Louis Business Journal 
Women’s Conference.”  The AG recommends removing the jurisdictional portion 
($13,995) from AIC’s expenses because Ameren’s participation in the event was 
unrelated to electric delivery service and constituted corporate image or goodwill 
advertising.  The AG explains that the Ameren speaker at the event was Maureen 
Borkowski, President and Chief Executive Officer of Ameren Transmission Company of 
Illinois and her talk was entitled:  “A View From The Boardroom:  How Great Leaders 
Lead.”  The schedule of events does not show any utility related events or topics.  In 
addition, while AIC listed this as a separate charge on its FERC Form 1 report of Public 
Relations Expense (page 335, line 13), the AG observes that AIC appears to attribute 
the same $15,202 conference charge to Simantel.  While Mr. Brosch only included this 
expense once in his adjustment shown on AG Ex. 1.3 Corrected, the fact that it was 
included in the total on Ameren Ex. 24.6 suggests to the AG that there may be a double 
count that should be eliminated. 
 
 Another expense recorded in Account 930.2 that the AG recommends 
disallowing pertains to Obata Design Inc. ("Obata").  AIC seeks to include $6,506 as a 
public relations expense associated with Obata.  The AG recommends that the 
jurisdictional portion of that expense, $5,989, be removed because the expense relates 
to corporate goodwill and image.  The AG reports that Obata provided design and 
formatting for Ameren’s Corporate Social Responsibility ("CSR") Report, which is 
posted on Ameren’s corporate web site.  
(http:///ameren.com/Sustainability/documents/AmerenCorporateSocialResponsibilityRep
ort.pdf)  The AG avers that documents highlighting Ameren’s “social responsibility” 
clearly fall within the Act’s definition of "goodwill or institutional advertising" as local or 
national communication “designed primarily to bring the utility's name before the general 
public in such a way as to improve the image of the utility or to promote controversial 
issues for the utility or the industry.” (Section 9-225(1)(d))  As such, the AG asserts that 
expenses related to this report should not be included in the delivery service revenue 
requirement.  The AG acknowledges AIC witness Kennedy's suggestion that “customers 
are interested in hearing about what their regulated utilities are doing to minimize the 
environmental impact of their services, and to utilize sustainable/renewable energy 
sources.” (Ameren Ex. 24.0 at 24)  But in the AG's opinion, accepting that some 
customers are interested in Ameren’s “social responsibility” does not transform a 
corporate image and goodwill document into a valid delivery services expenditure.  AIC 
customers may be interested in Ameren’s role in generation of electricity and its use of 
natural resources, or in the expansion of its transmission facilities, but the AG contends 
that any controversial aspect of these resource utilization issues or practices does not 
extend to delivery services, which are more local and do not involve, for example, the 
use of fossil fuels, renewable resources, or other environmental impacts.  As shown on 
AG Ex. 1.3 Corrected, the AG requests that the Commission remove the $5,989 cost of 

http://ameren.com/Sustainability/documents/AmerenCorporateSocialResponsibilityReport.pdf
http://ameren.com/Sustainability/documents/AmerenCorporateSocialResponsibilityReport.pdf
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Ameren’s CSR Report from AIC’s revenue requirement as not a necessary or 
appropriate delivery services cost. 
 

b. Staff Position 
 
 Staff witness Knepler recommends disallowing $67,815 related to FEFL paid to 
Simantel.  In support of his position, Mr. Knepler states that AIC (1) did not substantiate 
with an identifiable work product and/or (2) did not support with adequate explanation as 
to why such expense was necessary for the distribution of electricity. (Staff Ex. 10.0 at 
12-13 and Schedule 10.03)  AIC's response to Staff DR SRK 1.07(c) provided a listing 
of expenses charged to the FEFL platform totaling $99,479 in expenses recorded in 
Account 930.2.  Staff asserts that the response clearly demonstrates that the electric 
distribution ratepayers should not be responsible for expenses which are not necessary 
for utility service.  Of the 29 vouchers listed, Staff points out that 13 relate to AIC’s 
support of economic development in the greater St. Louis area.  Mr. Knepler 
recommends disallowing the expenses on these 13 vouchers because they are not 
necessary for the distribution of electricity in Illinois.  He adds that two vouchers relate 
to clean coal messaging or research, which is disallowed because the expenses relate 
to the generation of electricity and not the delivery of electricity.  One voucher relates to 
the use of methane for the production of electricity, which he also disallows for the same 
reason. 
 
 Staff is particularly troubled by AIC's suggestion that whether an expense is 
"necessary" is not the appropriate focus.  Staff notes that in its Initial Brief, AIC asserts 
that "[t]he issue is not whether the expense helps keep the lights on.  The issue is 
whether the expense can be recovered through formula rates as prudent, reasonable in 
amount and related to delivery service.” (AIC Initial Brief at 72)  Staff understands AIC 
to be arguing that an expense could be “prudent and reasonable in amount and related 
to delivery service” while at the same time being “not necessary for utility service.”  Staff 
responds that pursuant to Section 16-108.5(c)(1), the Commission must find that an 
expense (1) is necessary for the provision of utility service or (2) provides a benefit to 
the ratepayers in order for it to be recovered through formula rates as prudent, 
reasonable in amount, and related to delivery service.   
 
 With regard to the AG's recommendations that (1) 100%, or $95,705, of the FEFL 
payments to Simantel be disallowed and (2) 50%, or $298,242, of remaining public 
relation expenses paid to Simantel (i.e., the non-FEFL expenses or $743,635 - $95,705 
x 92.06%) be disallowed, Staff does not object.  Staff also agrees with the AG's 
recommendations concerning expenditures to Karen Foss, LLC, Obata Design, Inc., 
and the St. Louis Business Journal. 
 

c. CUB Position 
 
 CUB supports efforts to bar AIC's recovery of expenses incurred for corporate 
image enhancement and the promotion of goodwill.  Section 9-225 of the Act does not 
allow recovery of promotional, political, institutional, or goodwill advertising unless it is in 
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the best interest of consumers or is within a specifically-authorized category.   CUB 
therefore concludes that ratepayers should not be charged for public relations expenses 
that are entirely discretionary and are not needed for the provision of utility services.  
This is particularly true, CUB avers, when such activities and costs are incurred for the 
primary purpose of enhancing the public image of the corporation, building relationships 
in local communities, or promoting the utility’s views on public policy or political issues.  
CUB states that AIC may choose to incur any expense it likes to enhance its public 
image and reputation, but those costs are not recoverable from ratepayers.  CUB 
recommends that the Commission adopt the adjustments proposed by the AG and 
Staff.  With regard to expenses associated with Karen Foss, LLC, CUB acknowledges 
AIC's argument that the costs are “prudent and necessary to ensure that front-line 
communicators have the most up-to-date skills for sharing important information with 
the public.” (Ameren Ex. 14.0 at 46)  In response, CUB points out that AIC can not 
explain why Ameren management is unable to clearly communicate without such 
coaching, and what any of that has to do with using a local celebrity as master of 
ceremonies of certain events.  CUB maintains that AIC’s efforts to enhance AIC’s image 
through media coaching should be considered a shareholder cost. 
 

d. AIC Position 
 
 AIC objects to any adjustments disallowing expenses recorded in Account 909.  
AIC ordinarily charges production and publication costs for traditional print and media 
advertisements to Account 909.  AIC explains that it utilizes outside agencies for the 
staff, resources, and capabilities they can quickly and cost-effectively mobilize to 
produce communication materials.  Utilizing outside agencies, AIC continues, allows it 
to manage its operating expenses and internal labor, without jeopardizing efficiency and 
the quality of the customer education materials.  AIC acknowledges that in Docket No. 
12-0293, the Commission disallowed vendor expenses charged to Account 909 that had 
been collectively grouped under the umbrella of FEFL.  These were charges from 
Simantel allocated to AIC from AMS for various corporate communication services.  In 
response to AG data request 2.11, AIC identified 2012 charges potentially “comparable” 
to Simantel expenses disallowed in Docket No. 12-0293. 
 
 The 2012 electric expense in Account 909 identified as potentially “comparable” 
to a Simantel expense disallowed in Docket No. 12-0293 was an invoice for $4,125 for 
Simantel’s services on an ActOnEnergy workshop for contractors and employees on the 
Energy Efficiency Team.  According to AIC, the workshop targeted methods to increase 
customer recognition and participation in energy efficiency programs by effectively 
integrating messaging for the ActOnEnergy programs.  Despite providing additional 
information on this expense in response to a Staff data request, AG witness Brosch 
contests AIC’s recovery of this Simantel expense.  AIC contends that the problem with 
Mr. Brosch’s adjustment is that he has not provided any analysis of the 2012 expense 
that would justify the disallowance.  AIC complains that he has not even identified an 
external message associated with the Simantel charge that he finds objectionable as 
“goodwill.”  AIC asserts that Mr. Brosch even admits that he has not conducted an 
independent critique of any of the potentially comparable Simantel charges identified by 
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AIC.  AIC recommends that the Commission not adopt the AG’s adjustment to Account 
909 expense. 
 
 AIC also objects to the disallowance of comparable Simantel expenses recorded 
in Account 930.2.  Simantel expenses recorded in Account 930.2 total $99,479.  Staff 
proposes to disallow $67,815 as either goodwill or promotional in nature because the 
Commission had disallowed “comparable” expenses in AIC’s most recent formula rate 
orders.  AIC criticizes Staff for not analyzing the 2012 expenses and identifying a basis 
in the record in this proceeding to support disallowance of each expense.  Without a 
specific objection to an invoiced expense and evidence the expense was “goodwill,” AIC 
contends that it should not be removed simply because it is potentially “comparable” to 
an expense disallowed in a prior docket.  AIC asserts that the Commission needs to 
decide each contested issue based on the facts presented in this docket, not just the 
conclusions rendered in a prior docket.  AIC relates that the invoiced information 
summarized in Ameren Exs. 14.3(Rev.) and 24.6(Rev.) for these expenses demonstrate 
the wide range of work requests and billed services handled by Simantel in 2012.  The 
services provided included many ordinary expenses incurred by AIC’s Community and 
Public Relations ("CPR") group that would not be typical, traditional advertising, 
including expenses related to internal discussions and planning.  According to AIC, the 
invoiced information summarized in AIC’s exhibits, including Ameren Ex. 24.3(Rev.), 
allowed for a specific determination whether a particular service is recoverable.  AIC 
claims that this represents additional detail for each invoiced cost not provided in the 
record in Docket No. 12-0293. 
 
 Staff continues to disallow Simantel expenses that AIC has allegedly failed to 
demonstrate were necessary for the provision of utility service.  But according to AIC 
there is no discussion of prior Commission orders or Illinois statutory provisions that 
support Staff’s “necessary” standard.  Nor, AIC continues, does Staff provide a narrative 
that explains how its “necessary” standard was applied to identify the amounts Staff 
seeks to disallow.  To its credit, AIC observes that Staff identifies individual expenses it 
finds objectionable, but in AIC's opinion Staff’s testimony does nothing more than pay lip 
service to the costs it seeks to disallow.  AIC argues that simply making a list of 
expenses and claiming they are not “necessary” is not sufficient to establish record 
evidence to support an adjustment.  AIC contends that there has to be some sort of 
analysis that considers the context of the expense and the Commission’s prior 
decisions. 
 
 With regard to Staff's concerns over the lack of a work product for some Simantel 
activity, AIC asserts that there is no established “work product” standard promulgated 
by the Commission that disallows vendor charges for services that did not result in 
finished material.  More importantly, AIC claims that for every item marked by Staff as 
having “no identifiable work product,” Simantel’s services involved developing 
messaging for internal meetings or otherwise generated content for emails, displays, 
PowerPoint, video, etc.  AIC states that the summaries of invoices provided in Ameren 
Ex. 24.3(Rev.) (SRK 1.07 Attach 2) and Ameren Ex. 24.6(Rev.) indicate that “work 
product” was generated for Simantel fees.   
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 AIC also contends that whether an expense is “necessary” misstates the dispute 
for the Commission to resolve.  According to AIC, the issue is not whether the expense 
helps to keep the lights on; the issue is whether the expense can be recovered through 
formula rates as prudent, reasonable in amount, and related to delivery service.  AIC 
states that the majority of the expenses Staff disallows as “not necessary” are amounts 
incurred to develop, produce, and publish a print advertisement and PowerPoint 
presentation (speech) on economic development in the greater St. Louis area 
($32,790).  AIC witness Kennedy testifies that these communications are intended to let 
customers and stakeholders know the role AIC plays in providing economic opportunity 
and jobs for Illinois citizens by investing in infrastructure and otherwise supporting the 
growth of industrial and commercial customers and other businesses.  AIC believes that 
informing customers on the economic impact of AIC’s delivery service is an expense 
reasonably related to the provision of that service. 
 
 In contrast to Staff, AG witness Brosch seeks to remove all potentially 
“comparable” 2012 Simantel charges in Account 930.2.  The basis for Mr. Brosch’s 
adjustment is the fact that AIC identifies these amounts as potentially comparable.  AIC 
states that Mr. Brosch attempts no analysis to explain why any of the expenses should 
be disallowed.  For this reason, AIC argues that the Commission can not adopt the AG's 
adjustment. 
 
 Other Simantel expenses recorded in Account 930.2 that are at issue in this 
proceeding are not comparable to any Simantel expenses in Docket No. 12-0293.  In 
2012, AIC charged $743,635 in such Simantel costs to Account 930.2 (electric).  This 
amount constituted a variety of corporate communication charges allocated to AIC from 
AMS.  This amount also represented 88% of the approximately $845,000 in public 
relations expense charged to Account 930.2 (electric).  AIC acknowledges that 
expenses in Account 930.2 increased $600,000 or 20% in 2012, compared to 2011, due 
to the increase in outside agency costs charged to public relations expense.  AIC 
asserts that the increase in Account 930.2 public relations expense in 2012 is in 
contrast with the decrease in Account 909 expense.  In 2011, AIC charged roughly $2.5 
million to Account 909 (electric).  This amount included the Simantel charges the 
Commission disallowed.  AIC reports that in 2012, Account 909 (electric) expense 
decreased to $1.5 million, as the bulk of the corporate Simantel charges were shifted 
from Account 909 to Account 930.2.  AIC asserts that overall though, electric expense in 
Accounts 909 and 930.2 in the aggregate decreased in 2012. 
 
 The AG proposes to disallow 50% of the "non-comparable" Simantel expenses.  
Mr. Brosch contends that the information AIC provided regarding these expenses 
reflects a clearly diverse mix of activities and costs embedded in the overall amount of 
Simantel expense.  Mr. Brosch believes his 50% disallowance represents a reasonable 
apportionment to shareholders of discretionary costs not needed to provide safe and 
adequate utility service in Illinois.  In response, AIC asserts that the support Simantel 
provided AMS and AIC concerned a variety of internal and external communication 
initiatives.  AIC states that the audiences were diverse and the projects included design 



  13-0301 

90 
 

and placement of ads, development and editing of scripts, strategic planning for 
quarterly external communications, drafting of internal guidelines, drafting of speeches 
and other presentations, creating materials for town hall meetings, preparing annual 
reports, and other work needed for meeting preparation.  AIC contends that the general 
purpose of these expenditures was to assist AMS and AIC personnel in implementing 
effective strategies that would produce and deliver internal and external educational 
materials and other communications.  AIC argues that Mr. Brosch neglected to rely on 
the information it provided in Ameren Ex. 24.6(Rev.) before making his adjustment.  AIC 
asserts that his failure to discuss specific Simantel expenses is fatal to his position in 
light of the Commission's decisions in AIC's past formula rate orders. 
 
 AIC objects as well to the AG's proposed disallowance of expenses recorded in 
Account 930.2 for three other outside vendors:  Karen Foss, LLC ($42,015), Obata 
($5,989), and St. Louis Business Journal ($13,995).  As discussed above, Ms. Foss 
provided training to AMS and AIC executives, including CPR group personnel, on 
effective methods for conveying sensitive and timely information to the public.  Obata, 
AIC continues, provided message development and visual services for Ameren’s CSR 
Report, a publication that informed AIC customers of efforts to reduce the impact of 
delivery service on the environment.  The charges for St. Louis Business Journal were 
for the sponsorship of the Journal’s annual Women’s Conference, an event that 
provided AIC with an exhibit area to present information on its energy efficiency 
programs and provided AMS and AIC personnel with leadership training and networking 
opportunities.  AIC denies that the expenses are improperly included in its revenue 
requirement and considers Mr. Brosch's adjustments perfunctory in nature.    
 
 AIC asserts that Ms. Foss' training was expressly designed to provide personnel 
with tools and techniques for communicating educational information to customers.  The 
training included staged mock interviews, videotaped debriefing sessions, and group 
discussions.  AIC witness Kennedy testifies that it is prudent to ensure that front-line 
communicators have the necessary training and skills for handling the sharing of 
information with the public.  AIC states that employees must respond to inquiries from 
the news media about outages and other issues of importance to customers.  This 
reality, AIC continues, requires its communication team to be subject matter experts on 
a variety of operational issues and to have the ability to succinctly share information 
with customers through print, broadcast, and social media channels. 
 
 With regard to the Obata expenses for the CSR Report, AIC argues that there is 
no evidence in the record to suggest this expense is disallowable “goodwill” or 
“promotional” advertising.  Mr. Kennedy testifies that customers are interested in 
hearing about what their regulated utilities are doing to minimize the environmental 
impact of their services, including their delivery services.  AIC insists that expenses 
incurred to hire a qualified vendor to produce the CSR Report are prudent, reasonable 
in amount, and related to delivery service. 
 
 As for the St. Louis Business Journal expenses, AIC contends that Mr. Brosch’s 
own evidence belies his claim that the allocated portion of the sponsorship has “no 
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connection” to AIC’s electric delivery service.  AG Ex. 3.3, which is a copy of AIC’s 
response to data request AG 7.10, indicates the sponsorship provided AIC with space in 
the exhibition area to display information on its energy efficiency programs.  The data 
response also indicates the sponsorship cost included registration for 20 Ameren 
employees, including a number of AMS female executives.  According to AIC, this 
conference brought together local women entrepreneurs to talk about and get feedback 
on career advice, leadership principles, business challenges, social media, women’s 
health issues, and networking.  AIC argues that the training and skills acquired by 
attendees can be leveraged to do their jobs more effectively, regardless of the location 
of the conference.  In AIC's opinion, the educational opportunities and enhancement 
offered to Ameren personnel by this conference provides the “connection” to AIC 
delivery service that makes the amount recoverable in formula rates. 
 

e. Commission Conclusion 
 
 Those opposing recovery of certain advertising and public relations expenditures 
to Simantel and others raise valid concerns about the nature and purpose of the 
spending.  After reviewing the evidence and considering the parties' arguments, the 
Commission finds that several of the expenses at issue, including many listed in 
Ameren Ex. 24.6(Rev.), should not be recovered from customers.  Before delving into 
specifics, however, the Commission must comment on AIC's statements concerning the 
nature of the Commission's review.  As Staff points out, AIC suggests that recovery of 
an advertising or public relations expense depends on prudency, the reasonableness of 
the amount, and a relation to delivery services.  AIC does not, however, believe that 
necessity should be taken into consideration.  The Commission disagrees.  Any AIC 
expense is arguably related to delivery services in some way.  A media buy extolling the 
virtues of AIC's distribution system is obviously related to delivery services, but is clearly 
not appropriate for cost recovery from customers since there is no need to advertise 
AIC's distribution system because customers have no choice for energy delivery.  If an 
expense is necessary, however, the outcome may be different.  Advertising informing 
customers what telephone number to call before digging near buried electric lines or 
how to take advantage of energy efficiency offerings is related to delivery services and 
necessary for safety reasons in the former example and to comply with statutorily 
mandated efficiency goals in the latter example.  To disregard the necessity of an 
expense contradicts longstanding Commission practice and deep rooted protections in 
the Act.  Nothing in the EIMA is intended to erase those protections and permit the 
recovery of expenses simply because they are "related" to delivery services. 
 
 The first contested expenditure is for $4,125 recorded in Account 909 for 
Simantel’s services on an ActOnEnergy workshop for contractors and employees on 
AIC's Energy Efficiency Team.  The AG, with the support of CUB, contends that this 
expense should be disallowed because it is similar to expenses disallowed in Docket 
No. 12-0293 and because it is more appropriately recovered through AIC's Rider EDR.  
AIC argues that this is a routine and reasonable expense and that the Rider EDR 
connection was raised too late in this proceeding for it to be considered.  Section 8-103 
clearly requires the energy efficiency plans and provides for cost recovery through an 
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automatic adjustment clause, such as Rider EDR.  Without ruling on the ultimate 
recovery of the expense, the Commission finds that the recoverability of the expense 
should be addressed in a proceeding concerning Rider EDR.  As such, this expense will 
not be allowed for purposes of this proceeding. 
 
 The next group of contested expenses concern payments to Simantel recorded 
in Account 930.2, some of which are similar to expenses disallowed in Docket No. 12-
0293 and some of which are not.  The portion of such expenses allocated to electric 
distribution amounts to $743,635.  The specific expenses can be found in Ameren Ex. 
24.6(Rev.).  Of this amount, AIC has agreed to disallow a total of $9,182 concerning 
logo changes for Ameren Energy Marketing and corporate Christmas card design.   
 
 Of the expenses which are not similar to those disallowed in Docket No. 12-0293, 
the AG recommends disallowing 50% without discussing individual expenses.  The 
Commission is aware of the resources it would require to address each expense in 
Ameren Ex. 24.6(Rev.), and therefore understands why the AG would take the 
approach of simply disallowing half of the expenses.  But in the absence of a sample 
analysis, the Commission is hesitant to simply disallow 50% of the expenses as the AG 
suggests.  In the alternative, the Commission will do its best to consider the expenses in 
the time available. 
 
 Some of the remaining expenses concern Ameren's FEFL campaign.  In Docket 
No. 12-0293, the Commission found that the FEFL campaign is a corporate wide effort 
to improve Ameren's name recognition and corporate image and as such the expenses 
associated therewith were not recoverable from customers. (Docket No. 12-0293, Order 
at 64)  Nothing has changed the Commission's view of the FEFL campaign.  
Accordingly, the 2012 Simantel expenditures for the FEFL campaign shall not be 
recovered from customers.  Such expenses may be found on lines 1 through 7, 32, and 
97 of Ameren Ex. 24.6(Rev.) and total $47,846. 
 
 The expenses listed at lines 8 and 116 of Ameren Ex. 24.6(Rev.) apparently 
reflect other ActOnEnergy expenditures.  As discussed above, the recoverability of such 
expenses should be considered under Rider EDR.  Accordingly, the $8,556 at lines 8 
and 116, collectively, will be disallowed for purposes of this proceeding. 
 
 Lines 9 and 10 of Ameren Ex. 24.6(Rev.) pertain to expenses for redesigning 
logos for internal employee groups.  Why this was necessary and what it has to do with 
delivery services is unknown.  The $6,143 paid to Simantel for this effort is disallowed.  
Similarly, the relation to delivery services and the expenses at lines 33-35 is not clear.  
The corresponding amount of $15,902 is therefore disallowed as well. 
 
 Lines 13 through 15 of Ameren Ex. 24.6(Rev.) relate to electricity generation and 
as such should not be recovered from delivery service customers.  The related 
expenditures of $10,123 are disallowed.   
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 Lines 16 through 18 and 20 through 29 of Ameren Ex. 24.6(Rev.) concern 
presentations about economic development.  Why expenses associated with speeches 
by Thomas Voss, the Ameren President and Chief Executive Officer, and 
advertisements touting Ameren's promotion of economic development should be 
recovered from captive delivery service customers is not clear to the Commission.  
Ameren and AIC have no need to advertise delivery services and AIC is already 
obligated by the Act to provide reliable service.  The EIMA obligates AIC to upgrade its 
distribution system and customer concerns about economic development can not 
influence that obligation.  Therefore, the Commission concurs with the AG that such 
efforts are promotional and/or goodwill in nature and will disallow the associated 
$37,556 paid to Simantel. 
 
 Lines 38 through 43 appear to concern Simantel's efforts to prepare Ameren's 
2011 "annual report" for its "annual meeting," including Mr. Voss' letter and speech.  
The Commission understands this to be Ameren's annual meeting with its shareholders. 
Why 60.61% of these expenses should be allocated to electric delivery service 
customers and the remaining to gas customers and none to other affiliates is not clear.  
The Commission recognizes that electric delivery service customers should theoretically 
bear some of this expense, but in the absence of any justification for the allocation 
utilized by AIC, the Commission can not support it.  It is AIC’s burden to show exactly 
how this 60.61%, or some other appropriate percentage of expenses was derived and 
why that exact amount should be allocated to electric delivery customers.  It has not met 
this burden.  Thus, rather than allocate 60.61%, the Commission will not permit 
recovery of any of this cost from electric delivery customers. Accordingly, the 
Commission disallows $7,768. 
 
 Another group of expenses inappropriate for recovery from delivery services 
customers appears at lines 83 through 87, 147, and 156 of Ameren Ex. 24.6(Rev.) and 
relate to Ameren's "Point of View 2012" report.  This report has been marked as 
Attachment 7 to AIC-AG Group Cross Ex. 1.  At page 4 of the report, Mr. Voss states 
that the purpose of the report is "to build a foundation for strategic planning efforts.  In it, 
we discuss our viewpoints around 10 planning areas of critical importance to our 
business: The Economy, Technology, Climate & Environmental Policy, The Future of 
Coal, Natural Gas, Power Prices, Nuclear, Renewable Energy, Transmission, [and] 
Customer of the Future."  The report contains only limited discussion of delivery service 
matters.  As the AG suggests, this document also fits within the statutory definition of 
“good will advertising” as “designed primarily to bring the utility's name before the 
general public in such a way as to improve the image of the utility or to promote 
controversial issues for the utility or the industry.”  Therefore, the Commission can not 
discern why delivery service customers should pay $45,573 to prepare this report and 
will disallow the jurisdictional allocation of this amount. 
 
 Lines 100 through 108 of Ameren Ex. 24.6(Rev.) represent another group of 
questionable expenses.  These lines concern $37,458 spent to "conduct media training 
for managers in new positions with duties to interact on camera with media."  There is 
no indication that these managers worked with delivery services.  Nor is there any 
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indication that this training was not anything more than an effort to improve Ameren's 
image in the public.  Accordingly, the jurisdictional allocation of this amount is 
disallowed. 
 
 AIC also paid Simantel a large sum to "develop a plan for creative design and 
execution of educational messaging throughout the GOB."  These expenses appear at 
lines 73, 75 though 79, 81, and 82 of Ameren Ex. 24.6(Rev.) under the description of 
"(Corp) Environmental Conditioning."  Services rendered include "copy writing, design of 
collateral including posters; atrium, street and threshold banners; conference room, 
cafeteria and customer service area displays, and elevator graphics."  How or what 
delivery services customers gained from AIC's payment of $80,154 for these "(Corp) 
Environmental Conditioning" services is not known.  Therefore, the Commission can not 
justify recovery of this amount from delivery services customers. 
 
 Several other Simantel expense descriptions on Ameren Ex. 24.6(Rev.) suffer 
from the same ambiguity and/or questionable expense justification.  In light of limited 
time available, only certain examples will be listed.  Line 49 lists a total payment to 
Simantel of $2,405 to "Create design for Ameren Volunteer T-shirt."  Lines 50, 51, and 
59, reflect a total of $2,898 to design a logo.  Lines 52, 55, and 134 show that AIC paid 
Simantel a total of $1,140 to write a letter on behalf of executive management to United 
Way.  Line 56 reflects a total payment of $34,995 to Simantel to "Develop a photo 
library to be used in internal educational messages."  Line 58 shows a total of $3,595 for 
designing Twitter graphics for AIC and Ameren Twitter accounts.  Lines 92 and 93 list 
total payments of $5,511 for a "Corporate Positioning Matrix."  Lines 115, 118, 120, 123, 
129, 135, 139 143, 146, and 154 lists a total payment of $55,936 for "Account 
Management."  Although they are not linked to specific lines on Ameren Ex. 24.6(Rev.), 
Attachments 5 and 6 to AIC-AG Group Cross Ex. 1 are also Simantel work products that 
should be covered by the entries on Ameren Ex. 24.6(Rev.).  Attachments 5 and 6 are 
multi-page documents prepared for Ameren with major focus on generation challenges.  
The AG points out that Attachment 5 has 22 pages, but only 3 refer to Illinois delivery 
service (pages 14, 17, 18), and that Attachment 6 has 31 pages, but only one 
addresses Illinois (page 25).  In light of the questionable and ambiguous work 
descriptions and weak link to delivery services, the Commission finds itself struggling to 
permit recovery of many of these expenses from delivery services customers. 
 
 Other expenses on Ameren Ex. 24.6(Rev.) pertain to various media and 
advertising efforts.  The work description for most of the media and advertising efforts 
fails to identify the media market.  Only some of the work descriptions identify the 
advertisements as being for electric service.  The one radio station identified is KWMU, 
the St. Louis National Public Radio affiliate.  When considered in conjunction with 
Attachments 3 and 4 to AIC-AG Group Cross Ex. 1, it appears that many of these media 
buys may be for the Missouri market.  In addition, there is no indication whether any of 
the values on Ameren Ex. 24.6(Rev.) already reflect the removal any Missouri or gas 
portions from the Simantel costs.  Under these circumstances, it is difficult for the 
Commission to allow AIC to recover from Illinois delivery services customers any of the 
ambiguous media and advertising costs on Ameren Ex. 24.6(Rev.). 
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 The expenses disallowed under the two prior paragraphs are found at lines 44 
through 53, 55 through 60, 74, 88, 92 through 96, 99, 111, 113, 114, 115, 118 through 
124, 126, 128 through 131, 133 through 135, 137 through 141, 143 through 146, 148 
through 155, 157, and 158.  The total disallowed amount apportioned to electric delivery 
service customers equals $248,363.  Perhaps had AIC provided more information on 
these expenses, it would not face this disallowance. 
 
 The nature of the described work by Simantel in conjunction with the amount 
billed also give the Commission cause for concern.  Nearly $2,400 to create a design for 
a T-shirt (line 49 of Ameren Ex. 24.6(Rev.)), almost $35,000 for a collection of photos 
for internal use (line 56), nearly $3,600 for Twitter graphics (line 58), and over $1,100 to 
write a letter (lines 52, 55, and 134) compels the Commission to ponder the 
reasonableness of the amount charged.  These and other charges lead the Commission 
to question whether Ameren actively seeks out the lowest cost provider for any service 
or material if it knows that it may pass the cost along the higher charges to captive 
ratepayers.  AIC should address this concern in its next formula rate update filing. 
 
 The AG also expresses concerns over $15,202 in costs recorded in Account 
930.2 associated with AIC's participation in the “8th Annual St. Louis Business Journal 
Women’s Conference.”  The AG recommends removing the electric jurisdictional 
portion, $13,995, from AIC’s expenses because Ameren’s participation in the event was 
unrelated to electric delivery service and constituted corporate image or goodwill 
advertising.  The Commission shares the AG's concerns and notes that the Ameren 
speaker at the event was not an AIC employee but rather Maureen Borkowski, 
President and Chief Executive Officer of Ameren Transmission Company of Illinois and 
her talk was entitled:  “A View From The Boardroom:  How Great Leaders Lead.”  The 
schedule of events does not show any utility related events or topics.  In addition, while 
AIC listed this as a separate charge on its FERC Form 1 report of Public Relations 
Expense (page 335, line 13), the same event/amount appears as a Simantel charge to 
AIC at line 98 of Ameren Ex. 24.6(Rev.).  The electric distribution portion of the Simantel 
charge amounts to $8,510.  AIC's arguments in support of recovering this charge from 
electric delivery customers do not overcome the AG's arguments and the Commission's 
concerns.  Since it appears that this amount is recorded twice, adjustments for $13,995 
and $8,510 shall both be adopted.   
 
 With regard to the AG's recommended adjustment concerning Obata's charge for 
development of Ameren's CSR Report, the Commission concurs with the AG and finds 
that the CSR Report falls within the Act’s definition of "goodwill or institutional 
advertising."  As such, the cost associated with the CSR Report should not be 
recovered from electric delivery service customers.  The Commission therefore 
disallows the $5,989 charged by Obata as the amount allocated to electric distribution 
customers. 
 
 The AG requests that the Commission disallow $42,015 in AIC electric 
distribution jurisdictional expenses representing payments for media image 
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management and enhancement by Karen Foss.  The Commission concurs that the 
training at issue was intended to enhance Ameren’s image in the media.  Image 
advertising and public relations are not ordinarily recoverable costs under Section 9-
225(1) and (2).  In addition, a review of AG Ex. 3.2 indicates that some of the recipients 
of her training were not even involved in electric delivery services.  While names have 
been redacted, job titles have not.  Some of the job titles include "Director of 
Transmission Business Development," "Sr Director Investor Relations," "President 
ATX," and "President AER."  The extent to which other managers who received media 
training are involved with electric delivery services is not known.  Accordingly, for the 
reasons argued by the AG, the Commission adopts the AG's adjustment concerning Ms. 
Foss. 
 
VII. COST OF CAPITAL AND RATE OF RETURN 
 

A. Resolved Issues 
 

1. Rate of Return on Common Equity 
 
 AIC’s rate of return on common equity is 8.72% for the Filing Year and 8.82% for 
the Reconciliation Year.  No party proposed an adjustment to the rate of return on 
common equity, and the issue is uncontested. 
 

2. CWIP Accruing AFDUC Adjustments 
 
 Staff witness Phipps proposed an adjustment to AIC’s capital structure to remove 
portions of long-term debt, preferred stock, and common equity that were reflected in 
the Allowance for Funds Used During Construction ("AFUDC").  Ms. Phipps contends 
that this adjustment was necessary to avoid double-counting portions of long-term debt, 
preferred stock, and common equity that the AFUDC formula assumes are used to 
finance CWIP.  AIC witness Martin noted that the effect of the adjustment on AIC’s 
capital structure was nominal, and stated that, although AIC does not agree that Ms. 
Phipps’s adjustment is necessary, it accepted the adjustment to narrow the issues in the 
case.   
 

3. Balance and Embedded Cost of Preferred Stock 
 
 AIC’s embedded cost of preferred stock is 4.98%.  No party proposed an 
adjustment to the embedded cost of preferred stock, and the issue is therefore 
uncontested.   
 
 As discussed above, Ms. Phipps proposed an adjustment to remove the portion 
of preferred stock balance that was reflected in AFUDC.  As a result of this adjustment, 
Ms. Phipps calculated a preferred stock balance of $59,064,651.  AIC accepted Ms. 
Phipps’s adjustment related to CWIP and AFUDC.  This issue has been resolved and is 
no longer contested.   
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B. Contested Issues 
 

1. Capital Structure 
 

a. AIC Position 
 
 AIC indicates that its 2012 actual year-end capital structure was as shown in the 
following table. 
 

Capital Source 
 

Amount ($) 
 

Percentage 

Short-term Debt 
 

0 

 
0.000% 

Long-term Debt 
 

1,594,403,746 

 
43.995% 

Preferred Stock 
 

60,718,696 

 
1.675% 

Common Equity 
 

1,968,951,906 

 
54.330% 

Total 
 

3624074348 
 

100.00% 
 

 AIC argues that its actual capital structure is reasonable and it was prudently 
managed to support AIC’s continued access to capital markets under all foreseeable 
market conditions.  AIC believes that the EIMA mandates that the Commission use it to 
set rates in this proceeding.  Staff and IIEC propose that the Commission approve 
capital structures other than AIC’s 2012 year-end actual structure.  It is AIC's position 
that those parties have not shown that the actual 2012 capital structure was imprudently 
incurred or unreasonable.  According to AIC, the bases for Staff and IIEC’s proposals 
are not EIMA’s requirements, but unsubstantiated conjecture as to what a better capital 
structure for AIC might have been in 2012.  AIC insists that EIMA requires that the 
Commission reject such conjecture and that it should approve AIC’s 2012 actual year-
end capital structure. 
 
 AIC says EIMA is clear: “The performance-based formula rate approved by the 
Commission shall . . . Reflect [AIC’s] actual year-end capital structure for the applicable 
calendar year, excluding goodwill, subject to a determination of prudence and 
reasonableness consistent with Commission practice and law.”  (Id., citing 16-
108.5(c)(2) of the Act)  In AIC's view, there is no question EIMA mandates use of AIC’s 
“actual” capital structure.  AIC says EIMA requires AIC to invest over $600 million in 
upgrading its electric distribution system, facilities, and smart grid technology over a 10-
year period and the Commission has approved that investment.  AIC claims its actual 
capital structure will be used to support that substantial investment.  AIC concludes that 
its actual capital structure is the one that the Commission must approve.  AIC says the 
only exception to the rule is if the Commission makes “a determination” that AIC’s 2012 
actual year-end capital structure was imprudent or unreasonable. 
 
 AIC states that its actual capital structure as of December 31, 2012 reflects the 
cost of capital actually in effect for AIC as of year-end 2012.  AIC says it specifically 
managed that capital structure, and particularly the 54.33% common equity ratio, to 
maintain strong credit metrics in order to access, at a reasonable cost and in varied 
economic market conditions, the funding necessary to meet its increasing capital 
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requirements in light of and despite concern expressed by the credit rating agencies in 
2012 regarding the stability of the Illinois regulatory setting. 
 
 AIC asserts that its electric operations require significant annual capital 
investment, much of which is in replaced or upgraded infrastructure, and not in assets 
that will generate new business or reduce operating costs.  As an EIMA participating 
utility, AIC also says it has committed to invest substantial sums over the next 10 years 
in electric infrastructure upgrades.  AIC claims its capital investment over the next five 
years is expected to nearly double that of the last five.  AIC also contends that unlike 
the non-regulated market, AIC does not have the option to delay or defer these 
expenses, and it recovers significantly less of the expense through depreciation cash 
flow.  AIC believes those realities, coupled with the phase-out of AIC’s large bonus tax 
depreciation adjustments, require AIC to rely more on the strength of its credit metrics to 
secure funding for its infrastructure investment at a reasonable cost.  AIC says because 
its capital requirements are increasing significantly, consistent and reliable access to 
external capital is of paramount importance. 
 
 AIC insists that it requires continued, strong credit metrics to maintain access to 
the capital funding necessary to support its near-term, capital intensive infrastructure 
improvements and to maintain reliable, high-quality service at all times.  AIC claims its 
credit quality must support all of the financing necessary to its operations and afford AIC 
continuing access to capital markets in times of varied economic conditions, which are 
inherently unpredictable.  AIC says its access to that funding is, in part, a function of its 
credit metrics.  According to AIC, this is because those metrics, in addition to subjective 
assessment of AIC’s specific business risks, factor significantly into the credit rating 
agencies’ evaluations of AIC’s credit profile and their resultant assignment of credit 
ratings, on which investors rely.  If AIC maintains its current investment grade credit 
ratings, AIC believes it will be reasonably assured access to the capital markets on a 
timely basis, at a reasonable cost, and under reasonable terms and conditions.  AIC 
insists that it particularly requires strong credit metrics as a safeguard against ongoing 
negative credit rating agency sentiment regarding the supportiveness of the Illinois 
regulatory framework and AIC’s ability to recover its cost and earn a reasonable return 
within that framework. 
 
 According to AIC, its 2012 actual capital structure takes into consideration the 
facts and circumstances AIC faced at that time.  In 2010 and 2011, AIC says it targeted 
a capital structure between 50% and 55% because AIC’s risk landscape at that time 
dictated an equity ratio at the high end of that range.  AIC claims it was in the midst of a 
regulatory transition to the EIMA that was the subject of litigation and controversy during 
that year.  AIC says while the credit ratings agencies were noting the potential positive 
implications of EIMA, they expressed concern over its implementation and the general 
unpredictability and volatility of the Illinois regulatory market.  AIC states that Moody’s 
Investors Service ("Moody's") continues to rate the Illinois regulatory environment at the 
sub-investment grade Ba level.  According to AIC, Moody’s expressly characterizes the 
environment as below average and challenging due to concern regarding the 
contentious relationship between the Commission and investor-owned utilities, as 
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evinced by dispute over the application of EIMA in recent rate cases.  AIC states that in 
a December 2012 publication assessing utility regulatory environments, Standard & 
Poor’s ("S&P") characterized the Illinois regulatory environment as less credit 
supportive.  AIC says S&P rated only three jurisdictions as less supportive than Illinois. 
 
 Considering the rating agencies’ sentiment, AIC believes its exposure to negative 
credit ratings or downgrade may increase to the extent EIMA is not fully implemented.  
To offset such concerns, AIC maintains that it specifically maintained a higher equity 
ratio.  AIC says it did not take finance actions, such as using dividends, to intentionally 
lower the equity ratio and create a more leveraged capital structure.  AIC notes that 
Staff agrees that credit ratings agency actions are influential, and acknowledges that it 
was possible for AIC’s credit quality to have been impaired in 2012 if it had used 
dividends to reduce it actual equity to 51%.  AIC says it also left its actual capital ratio in 
place to preserve its credit quality, despite the Commission’s decisions in its prior 
formula rate cases, Docket Nos. 12-0001 and 12-0293, to cap AIC’s equity ratio based 
on its parent’s capitalization. 
 
 According to AIC, Staff recommends that the Commission substitute AIC’s actual 
54.33% common equity ratio with that of its parent, Ameren, based not on the prudency 
or reasonableness of AIC’s actual capital structure as EIMA would require, but on 
Staff’s belief that, absent imputation of Ameren’s common equity ratio, AIC’s capital 
structure would violate Section 9-230 of the Act.  That Section provides: “In determining 
a reasonable rate of return upon investment for any public utility in any proceeding to 
establish rates or charges, the Commission shall not include any (i) incremental risk [or] 
(ii) increased cost of capital . . . which is the direct or indirect result of the public utility’s 
affiliation with unregulated or nonutility companies.”  Staff contends AIC’s affiliation with 
Ameren’s merchant generation business has affected AIC’s cost of capital.  AIC says 
Staff’s support is a single report from a single rating agency, S&P, which suggests that 
AIC might receive a rating upgrade from S&P upon Ameren’s divestiture of its merchant 
generation affiliate.  AIC states that based on this one report, but without any 
quantitative assessment, Staff assumes that Ameren’s calculated common equity ratio 
of 51%, after disposition of the merchant generation’s debt and assets, is sufficient for 
AIC in this case.  Staff recommends that the Commission impute that ratio to AIC.  In 
AIC's view, Staff’s position is contrary to EIMA and Ameren’s 51% equity ratio is not 
sufficient for AIC.  AIC believes Staff’s reliance on a lone rating agency report also is 
misplaced.  AIC claims the Commission should not impute a hypothetical equity ratio in 
place of AIC’s actual prudent and reasonable one. 
 
 AIC says S&P is the only agency among the three credit reporting agencies to 
consider the performance of AIC affiliates in its evaluation of AIC’s credit quality.  AIC 
claims that unlike S&P, Moody’s and Fitch Ratings ("Fitch") do not rate AIC on the basis 
of Ameren’s consolidated financial condition.  AIC says those agencies rate AIC on a 
stand-alone basis based on actual financials, including AIC’s actual equity ratio.  In 
AIC's view, it is not reasonable to speculate that divestiture of Ameren’s merchant 
generation affiliate in December 2013 will have an affect on AIC’s overall credit ratings.  
AIC notes that Fitch’s March 15, 2013 report expressly states: “The transaction bears 
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no impact on the credit ratings of UE and AIC.”  (AIC Initial Brief at 88-89, Reply Brief at 
46-47) 
 
 AIC asserts that Staff’s adjustment violates Section 9-230.  AIC claims the plain 
language of that statute requires that a utility’s stand-alone capital structure be used as 
a starting point in determining its cost of capital.  AIC asserts any incremental risk or 
increased cost of capital inuring to the utility due to its unregulated or nonutility 
affiliations must be excluded from that determination.  According to AIC, Section 9-230 
precludes imputing to a utility the risk of its affiliates.  AIC says Staff acknowledges that 
Ameren’s operating risk is greater than AIC’s.  AIC complains Staff would impute it to 
AIC, which AIC claims flies in the face of Section 9-230’s clear bar that the Commission 
shall not include any incremental risk, or increased cost of capital which is the direct or 
indirect result of the public utility’s affiliation with unregulated or nonutility companies.  
AIC says the statute makes no distinction between greater or lesser “incremental” risk.  
AIC also says the General Assembly could have said “increased” or “decreased” as it 
did in the next clause, “increased cost of capital.” 
 
 Staff’s position also suggests that if a utility’s equity ratio is higher than its 
parent’s, it necessarily indicates unreasonableness due to that affiliation.  According to 
AIC, this effectively would transform EIMA’s default requiring the utility’s actual year-end 
capital structure, to one requiring the parent’s equity ratio or lower.  AIC claims such a 
substantive rewrite of EIMA is unlawful.  In AIC's view, Staff’s recognition that AIC has a 
lower operating risk than Ameren should negate its Section 9-230 adjustment because it 
suggests that AIC was insulated from Ameren’s greater risk profile. 
 
 AIC argues Staff’s Section 9-230 claim also fails because Staff has not 
calculated any alleged incremental risk.  AIC says if the Commission finds any 
incremental risk or increased cost of capital due to an unregulated affiliation, Section 9-
230 requires it to determine the amount.  AIC says Staff does not calculate any alleged 
amount of increased risk here; instead, Staff simply imputes Ameren’s 51.00% equity 
ratio to AIC because that’s what the Commission did in Docket No. 12-0293.  Staff also 
contends that equity ratio is commensurate with AIC’s actual credit rating in line with its 
riskier corporate parent.  AIC contends none of the rating agencies, however, suggest 
that there is some equity ratio, lower than AIC’s 2012 actual one, that is commensurate 
with AIC’s credit rating, or that imputing a lower equity ratio to it, all else equal, will not 
affect that rating. 
 
 Staff defends its imputed equity ratio not by showing, as EIMA requires, that 
AIC’s actual ratio is unreasonable, but by attempting to show that Staff’s hypothetical 
equity ratio is reasonable.  In AIC's view, Staff’s “reasonableness” showing puts the 
prescribed EIMA process on its head.  AIC asserts Staff's analysis is based on the 
notion that Staff, or anyone else, can exactly engineer the proper capital structure for 
AIC.  AIC argues fine-tuning an “optimal” equity ratio in the face of uncertainty and the 
myriad variables that go into a debt rating, however, is beyond anyone’s ability.  AIC 
also says for Moody’s, the financial rations make up only 30% of the rating (with the 
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debt ratio only making up 7.5% of the rating).  AIC states S&P and Fitch also strongly 
consider other factors. 
 
 AIC claims Staff’s analysis ignores potential changes to cash flows due to the 
end of bonus depreciation and AIC’s increased capital expenditures.  AIC says it fails to 
include likely imputed debt arising from pension obligations and preferred stock for the 
S&P ratings and concentrates on ratio changes rather than the low Moody’s rating for 
the regulatory environment (and the concerns of the other agencies about rate case 
outcomes), and the impact these may have when combined with lowered financial 
ratios. 
 
 AIC states Staff derives the equity ratios in its analysis from Compustat data that 
is misleading.  AIC says that data has a wide range of accounting equity ratios (from -.2 
to 69.9), even for triple-B-rated companies.  In AIC's view, this shows that equity ratios 
are not the only factors in determining credit ratings, and that the average is not a 
meaningful measure of a reasonable equity ratio.  AIC says the data also includes 
transmission companies, generating companies, and holding companies, as well as 
electric operating companies, and utilities with significant amounts of securitized debt, 
which is not included for rating purposes by S&P.  AIC believes this reduces any 
comparability to AIC. 
 
 AIC says the sole conclusion derived by Staff from its “reasonableness” analysis 
is that a 51% common equity ratio for AIC would not result in a credit rating downgrade.  
AIC argues that whether an EIMA utility’s capital structure does not result in a rating 
downgrade cannot be the test of its reasonableness.  AIC insists the test should be 
whether the capital structure permits the utility to access the markets under reasonable 
terms and during varied economic conditions so it can fund its substantial EIMA 
investment commitments.  AIC believes maintaining a credit rating not much above junk 
grade is not a prudent means of ensuring that access.  AIC claims that is precisely what 
Staff suggests in advocating its Section 9-230 adjustment. 
 
 AIC argues that its affiliation with Ameren’s merchant generation affiliate has had 
no direct effect on AIC’s risk and cost of capital, past or present.  AIC claims there is no 
evidence AIC’s affiliation with other Ameren subsidiaries had any effect on the cost of 
2.7% debt AIC issued in 2012, which was issued at an AIC record-low 10-year coupon 
rate.  AIC says the 2.7% coupon rate benefited AIC and its customers, and it likely 
would not have been attainable if there were inter-affiliate concerns that hampered 
AIC’s credit quality.  AIC contends that investor sentiment regarding AIC’s 
creditworthiness largely is a function of their perceived supportiveness of the Illinois 
regulatory setting and AIC’s actual and forecast credit metrics.  AIC insists its affiliation 
with other Ameren subsidiaries has not been a cause for investor concern and an 
upgrade from S&P resulting from divestiture of Ameren’s merchant generation business 
is unlikely to significantly impact AIC’s cost of debt. 
 
 AIC believes that lowering AIC’s equity ratio below its actual level just as Ameren 
has taken further steps to reduce its non-regulated operations makes no sense.  AIC 
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asserts that it would have the opposite effect by reducing balance sheet strength, 
diluting cash flow, and signaling to investors increasing regulatory risk.  AIC complains 
that by imputing Ameren’s lower equity ratio to AIC, Staff actually incorporates affiliate 
credit risk into AIC’s rates in a manner that directly relates to the financial activity of 
Ameren Missouri and unregulated generation.  Within the context of the EIMA, AIC says 
the prospective effect is almost direct as rates are updated annually.  AIC states that 
once Ameren Energy Generating Company ("Genco") and its associated debt is 
divested, the equity ratio may increase; when Ameren Missouri borrows money, the 
debt ratio may increase.  AIC insists that financial activity at Ameren, Genco, or Ameren 
Missouri should have no bearing on annual rates effective pursuant to EIMA. 
 
 AIC avers that practically speaking, Ameren’s 51% equity ratio is not appropriate 
for AIC for several reasons.  AIC repeats that its actual capital structure is designed and 
maintained specifically for AIC and bears no relation to Ameren’s combined capital 
structure.  AIC claims that Ameren’s equity ratio is affected by concerns other than AIC, 
and principally those related to Ameren Missouri and its unregulated merchant 
generation affiliate.  AIC says Ameren’s capital structure includes $304 million of 
industrial development bonds issued by Ameren Missouri that were removed from 
capital structure for Missouri ratemaking purposes.  AIC also says if capital leases and 
merchant generation public debt are removed from Ameren’s capital structure, its equity 
ratio would increase to 52.5% and would align more with AIC’s 2012 actual year-end 
capital structure.  It is AIC's position that imputation of Ameren’s capital structure would 
introduce into AIC’s structure financing decisions that have no bearing on the business 
conditions actually facing AIC. 
 
 AIC argues that, most importantly, imputing Ameren’s 51% equity ratio to AIC 
would risk AIC’s current credit rating.  AIC says it must provide adequate service to its 
customers, despite fluctuations in the market.  According to AIC, it must be able to 
access the markets during varied economic conditions to obtain, at a reasonable cost, 
the funding it needs to meet its operating needs and to replace and upgrade its 
extensive infrastructure.  AIC says the rating agencies’ outlook on AIC’s risk, on which 
investors rely, is key to AIC’s ability to access the capital it needs, and at a reasonable 
cost.  AIC also says the credit ratings agencies determine AIC’s risk based on a number 
of variables, notably including the debt and equity comprising its capital structure.  AIC 
states that imputation of a lower and riskier 51% common equity ratio would risk AIC’s 
investment credit rating and, as a result, potential loss of access to capital or increased 
prices for capital.  AIC claims the use of an imputed capital structure in this case would 
effectively lower AIC’s actual return on equity by approximately 50 basis points, which 
could challenge its ability to attract investors and compete with other investment 
opportunities.  AIC also asserts that use of an imputed equity ratio also would 
undermine the intended benefits of EIMA, namely ratemaking predictability and 
consistency. 
 
 Staff disagrees that imputation of a 51% common equity ratio could weaken 
AIC’s credit profile.  According to AIC, Staff’s position is premised on an attempt to 
predict credit rating agency decisions and its selective read of recent credit rating 
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agency reports.  AIC says Ms. Phipps, points to statements in the rating agency reports 
suggesting an improved regulatory framework in Illinois.  AIC claims that while she 
highlights one statement, she ignores another.  AIC says Ms. Phipps cites the 
reservation recently expressed by Moody’s regarding the EIMA: “Although the utility’s 
regulatory framework remains challenging, legislative support for the recovery of 
prudently incurred investments is a step in the direction toward better overall cost 
recovery prospects.”  AIC cannot understand why Ms. Phipps describes that statement 
an “overwhelmingly positive development,” despite that, Moody’s continues to rate the 
regulatory environment in Illinois as sub-investment grade. 
 
 AIC argues that examining all three credit reporting agency reports concerning 
AIC demonstrates that the principle credit risk for AIC is the perceived lack of support in 
the Illinois regulatory environment.  AIC says Ms. Phipps agrees regulatory changes 
and events since 2007 have been a source of concern for credit ratings agencies 
regarding the stability or supportiveness of the Illinois regulatory environment and she 
agrees that AIC’s financial condition should be managed in light of possible future 
ratings actions. 
 
 AIC argues that academics and federal and state regulatory commissions have 
regularly rejected use of imputed capital structures, favoring instead reliance on utilities’ 
actual, stand-alone structures.  AIC says the academic literature has long recognized 
the flaws of an imputed capital structure.  AIC avers that use of a hypothetical capital 
structure is contrary to investor sentiment in that it assumes a utility’s rate of return 
depends on the source of the capital, rather than on the risks faced by the capital.  AIC 
says it erroneously implies that source is a key variable considered by investors.  AIC 
claims that considering a utility’s actual, stand-alone capital structure, in contrast, aligns 
with the actual basis for investor decisions, the risk of the investment.  AIC contends 
that use of a hypothetical structure also creates a fiction wherein the equity contributed 
by a parent to its subsidiary has one cost, while the equity contributed by public 
investors has another.  According to AIC, this would violate the law of one price which 
holds that, in an efficient market, identical assets have the same price.  AIC asserts that 
use of a hypothetical capital structure would treat a publicly held utility differently from 
one that is the subsidiary of a holding company based only on the form of ownership.  
AIC contends that for these reasons, the FERC and other state commissions have 
rejected in their ratemaking decisions imputation of a hypothetical approach where the 
utility, like AIC, issues its own debt and has its own credit ratings and where its actual 
equity ratio is not so removed from that of other utilities so as to be unreasonable. 
 
 IIEC argues AIC’s actual capital structure is unreasonable because it is not 
consistent with AIC’s reduced risk resulting from implementation of EIMA.  IIEC instead 
would impute a hypothetical common equity ratio “cap” of 50% that reflects an average 
of the ratios authorized by other regulatory jurisdictions.  In suggesting that IIEC’s 
average 50% cap is reasonable, IIEC points to ComEd which it argues proposes less 
than 50% common equity in its capital structure.  Because ComEd and AIC have 
identical current senior unsecured credit ratings, IIEC believes imputing ComEd’s equity 
ratio to AIC will preserve AIC’s credit standing. 
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 AIC believes IIEC seems to have lost sight of EIMA’s requirement that AIC’s 
actual 2012 year-end capital structure should be used to set rates in this proceeding.  In 
advocating an optimal structure with a hypothetical common equity cap, AIC says IIEC 
ignores that, unlike a traditional rate case where rates are set for an indefinite future 
period, EIMA’s formula rate structure requires rates to be set based on the utility’s 
actual experience and, consequently, mandates annual update filings.  AIC argues that 
proxies, averages, and forecast capital structures are not appropriate.  AIC says IIEC’s 
hypothetical cap is an attempt to normalize values used in a formula rate when the point 
of EIMA’s rate structure is for rates to track actual per period costs more accurately than 
the method afforded by test year-based ratemaking. 
 
 According to AIC, IIEC’s contention that the advent of EIMA eliminated a 
substantial and material risk to AIC can only be true if EIMA operates as the formulaic 
ratemaking paradigm it was designed to be.  AIC asserts the potential benefits of the 
formula rate framework may be offset by the market’s concerns regarding the 
constructiveness of the ratemaking decisions that an improved regulatory framework is 
intended to yield.  AIC says that while EIMA presents it the opportunity to earn a fair 
return, it does not guarantee that outcome.  AIC insists that whether EIMA is properly 
implemented poses a risk to AIC’s operations; the credit rating agencies have 
highlighted that risk. 
 
 AIC contends that in arguing that EIMA has reduced AIC’s risk, IIEC does not 
present the whole story regarding credit ratings agency perception of risk in light of 
EIMA.  AIC says the rating agencies still have concerns related to AIC’s regulatory 
environment.  AIC states that Moody’s cautions that “the ICC has a history of 
authorizing punitive rates of return and disallowances that led to contentious 
relationships with the utilities.  The poor regulatory treatment has been a key negative 
credit factor for utilities operating in Illinois.” 
 
 IIEC also claims that a lower equity ratio is warranted because EIMA lowers risk 
for AIC.  According to AIC, this fails to explain the broader context of the EIMA, and 
specifically that the law provides a formulaic return on equity that is relatively low.  AIC 
states that in Docket Nos. 12-0511 and 12-0512 (Cons.) the Commission noted the 
average authorized return on equity for gas utilities is 9.94%.  AIC says IIEC 
recommends a lower one, 9.10%, in AIC’s pending gas rate case.  AIC also says the 
rate of return required for 2012 for EIMA participating utilities, in contrast, is only 8.72%. 
 
 Staff and IIEC claim the Commission can tinker with AIC’s actual 54.33% equity 
ratio because that ratio does not reflect that EIMA has reduced AIC’s operating and 
financial risks relative to Ameren.  AIC says the argument ignores that that EIMA 
specifically prescribes the proper capital structure, the actual year-end capital structure.  
AIC claims it does not confer authorization to adjust that structure based upon 
conjecture about the relative benefits EIMA offers the utility over and above some 
measure associated with traditional ratemaking practices.  AIC contends neither Staff 
nor IIEC cite any.  AIC says the default actual capital structure only can be adjusted 
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upon a determination of prudence and reasonableness.  AIC argues that assuming that 
AIC is less risky and enjoys a more favorable regulatory environment under EIMA 
relative to other similarly situated utilities, or to AIC prior to the EIMA, as Staff and IIEC 
claim, does not explain if or why AIC’s actual equity ratio is imprudent or unreasonable.  
AIC also asserts it does not provide a basis upon which to override the intent of the 
General Assembly to use actual year-end capital structure. 
 
 AIC asserts Staff's and IIEC’s claim that AIC’s actual capital structure should be 
adjusted to account for reduced risk due to EIMA also ignores EIMA’s comprehensive 
scheme.  EIMA sets forth the reformed rate-setting process intended by the General 
Assembly to entice electric utilities to make investment commitments. 
 
 AIC states to make the significant investment it requires appealing and possible, 
EIMA establishes a predictable, stable, and transparent ratemaking scheme, a 
performance-based formula rate, designed to align the utility’s actual costs with rates 
that adjust annually.  In AIC's view, EIMA leaves no room for guesswork in determining 
what the formula rate cost inputs, including the capital structure data, should be for the 
annual adjustments.  AIC says they must be derived from final historical data reflected 
in the utility’s most recently filed annual FERC Form 1.  AIC also says an EIMA utility’s 
return on equity also is formulaic.  AIC states it shall be calculated as the sum of the 
following: (A) the average for the applicable calendar year of the monthly average yields 
of 30-year U.S. Treasury bonds published by the Board of Governors of the Federal 
Reserve System in its weekly H.15 Statistical Release or successor publication; and (B) 
580 basis points.  AIC notes to the extent the formula rate under or over-recovers the 
cost of service, EIMA provides for annual reconciliation with interest. 
 
 AIC argues that in its detailed prescriptions, EIMA differs from the rate-setting 
laws that Illinois has long had on the books.  AIC says traditional ratemaking provided 
for general rate increases that lasted indefinitely and allowed for Commission discretion 
to strike a balance between the interests of utilities, ratepayers, and other stakeholders 
based upon the evidence.  AIC claims EIMA adjusts that dynamic; the comprehensive 
enactment comes with the balancing built in, achieved by means of an annual update 
and review process.  According to AIC, to the extent an EIMA utility’s investment risk is 
reduced due to its participation in EIMA, the General Assembly already accounted for 
such reduced risk when it established EIMA’s formulaic return on equity and actual 
annual capital structure, while also considering EIMA’s substantial incremental capital 
spending and performance requirements. 
 
 AIC claims Staff and IIEC ignore EIMA’s scheme, and suggest the General 
Assembly did not consider the risks associated with the sizeable investment EIMA 
requires or the utility’s relative risk when it set EIMA’s formulaic return on equity.  IIEC 
argues that feature reduces AIC’s investment risk.  AIC asserts IIEC fails to mention 
that 30-year U.S. Treasury yields currently are historically low, and the average yield in 
2012 was 2.92%.  AIC says per EIMA, AIC’s 2012 return is 8.72%.  AIC believes the 
EIMA compensates shareholders for risk with a return much lower than that approved in 
recent Section 9-201 rate cases decided by the Commission. AIC also says any risk-
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based equity adjustment, such as the one proposed by Staff and IIEC, would reduce 
that return even further and effectuate a double count of risk reduction under EIMA. 
 
 Staff argues it is appropriate to discard the legislature’s scheme and adjust AIC’s 
actual capital structure because EIMA severs the inherent link between the rate of 
return on common equity and the level of financial risk associated with a utility’s capital 
structure.  AIC contends the relationship between risk and required return obeys 
financial laws, not regulatory policy, because investors make their own decisions about 
the level of risk in a given capital structure.  AIC says taking other risk factors into 
account, they determine the required return on the debt and equity they provide.  AIC 
argues rate-setting mechanics do not reflect how investors view risk and EIMA’s 
mechanics should not be tinkered with to accommodate Staff’s notions that they do. 
 
 AIC believes that IIEC’s argument AIC’s equity ratio should be closer to the 
average of equity ratios authorized by other state commissions and that of ComEd is 
without merit.  According to AIC, utilities typically maintain equity ratios of 40-60%, and 
AIC’s actual 2012 year-end equity ratio falls within that range. 
 
 AIC states that the significant difference between the equity ratios proposed by 
ComEd, on which Staff also relies, and AIC in their respective rate case proceedings 
(45.8% for ComEd, and 54.33% for AIC) primarily is attributable to the relative size of 
purchase accounting balances that must be deducted from equity for ratemaking 
purposes.  AIC argues that although IIEC and Staff argue ComEd’s equity ratio is lower 
than AIC’s, the opposite is true, as viewed by the ratings agencies and investors.  AIC 
says Moody’s most recently published credit opinion indicates ComEd’s debt to capital 
ratio as of December 31, 2012 was 37.0%, while AIC’s as of March 31, 2013 was 
39.2%.  AIC contends ComEd’s equity ratio as computed by Moody’s and used to 
evaluate creditworthiness and establish ratings is more than 200 basis points higher 
than AIC’s.  AIC notes ComEd also is a different company than AIC.  AIC avers that 
ComEd has a capitalization that includes much more equity than is recognized for 
ratemaking related to the PECO-ComEd merger.  AIC also claims ComEd faces 
business fundamentals different from those facing AIC.  AIC notes ComEd is a very 
large utility company in a major metropolitan area, and its parent is a large holding 
company that owns other large utility companies.  AIC believes its equity ratio should be 
adjudicated based on the merits of the credit and business decisions facing AIC, not 
some other utility or Ameren. 
 
 AIC also claims the data on which IIEC bases its average equity ratio cap 
actually supports the reasonableness of AIC’s actual capital structure.  AIC says the 
equity ratios listed in Table 2 of IIEC’s Initial Brief are misleading.  AIC says they do not 
reflect that several states, unlike Illinois, include deferred taxes in the capital structure in 
their regulatory process.  AIC asserts those ratios also reflect the capital structures of 
transmission-only utilities, which differ from electric companies in terms of operating 
risks.  Adjusting for these factors, AIC claims the 2012 ratio data used by IIEC ranges 
from 42.55% to 59.09% and asserts AIC’s actual 2012 equity ratio is well within that 
range. 
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 According to AIC, the equity ratios in IIEC’s Table 2 also reflect only average 
equity ratios for rate cases from 2008 through 2012, and not the authorized ratios for 
individual utilities, which, in many cases, exceed 50%.  AIC says there is a considerable 
range in allowed equity ratios in any given year.  In 2012, AIC claims 33 out of 48 
electric cases authorized an adjusted equity ratio of over 50%.  AIC says IIEC’s own 
data notes a 2012 average of 50.55%.  In AIC's view, that data serves as additional 
evidence that AIC’s 2012 actual equity ratio is reasonable. 
 
 AIC also believes IIEC’s comparison to ComEd is invalid.  AIC says ComEd’s 
regulatory equity ratio is only less than 50% because it subtracts approximately $2.6 
billion in goodwill from its actual equity balance of $7.3 billion.  Ignoring this subtraction 
(which also is applied in AIC rate cases), AIC says ComEd’s capital structure is above 
55% equity.  According to AIC, ComEd is not proposing a lower equity ratio, as IIEC 
claims, it is only acceding to goodwill treatment already established by Commission 
practice.  AIC also asserts that Moody’s, in its March 13, 2013 Credit Opinion, shows a 
lower debt-to-capital ratio (and thus a higher equity ratio) for ComEd than for AIC, both 
on a current and going-forward basis, a stronger market position, and generally stronger 
credit metrics.  AIC believes any argument that ComEd’s situation supports a lower AIC 
equity ratio is false. 
 
 According to AIC, there is a paradoxical effect to Staff's imputed, hypothetical 
capital structure adjustment.  AIC says disparity between its filed position and the 
Commission’s authorized rates heightens concerns of credit ratings agencies 
concerning the implementation of EIMA which they otherwise view as a positive 
framework.  AIC then maintains higher credit metrics to off-set the concerns about the 
regulated environment, thereby perpetuating the issue annually in a manner that further 
denigrates the perception of the Illinois regulatory environment, and with it, AIC’s credit 
quality.  AIC asserts that by accepting some measure of capitalization other than year-
end actual experience, AIC will be required to endure effects of negative comments that 
weigh on its perceived credit quality as it proceeds to finance the capital expenditure 
requirements imposed by the EIMA.  AIC insists its 2012 actual year-end capital 
structure was prudently incurred and it is reasonable.  AIC believes EIMA requires that 
its actual capital structure should be approved for the purpose of setting rates in this 
docket. 
 
 In its Reply Brief, AIC suggests perhaps the best way to address Staff’s concerns 
regarding AIC’s actual capital structure is not through repeated litigation, but through 
continued discussions between Staff’s cost of capital expert and AIC’s.  AIC says it has 
provided Staff with a financial model, and it proposes that it meet with Staff’s expert to 
discuss that model and to reach agreement on AIC’s 2013 and 2014 capital structures.  
In this way, AIC suggests it and Staff can work together to narrow the issues before the 
Commission in AIC’s future formula rate proceedings. 
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b. Staff Position 
 
 With Staff’s proposed adjustments to AIC's long-term debt, preferred stock, and 
common equity balances, AIC’s actual December 31, 2012 capital structure comprises 
0% short-term debt, 45.62% long-term debt, 1.72% preferred stock, and 52.66% 
common equity.  Staff states that increasing the proportion of common equity in a 
utility’s capital structure reduces financial risk, thereby lowering the cost of each source 
of capital.  According to Staff, since common equity is the most costly source of capital, 
an excessive proportion of common equity unnecessarily raises the overall cost of 
capital.  On the other hand, Staff says an inadequate proportion of common equity also 
unnecessarily raises the cost of capital, since reducing the proportion of common equity 
in a utility’s capital structure increases financial risk, thereby raising the cost of each 
source of capital.  In other words, above a certain common equity ratio, increasing the 
proportion of common equity increases the overall cost of capital despite reducing the 
individual component costs; below a certain common equity ratio, decreasing the 
proportion of common equity has a smaller effect on the overall cost of capital than the 
resulting increase in the cost of each source of capital. 
 
 Staff states that the authorized rate of return on common equity under Section 
16-108.5 (“formula rates plan”) is a function of only two factors: (1) the average yield on 
30-year U.S. Treasury bond yields, plus 580 basis points; and (2) possible performance 
penalties.  Staff says the authorized rate of return on common equity would not respond 
to changes in the common equity ratio.  According to Staff, Section 16-108.5 severs the 
inherent link between the rate of return on common equity and the level of financial risk 
associated with a utility’s capital structure.  Staff asserts that maintaining a higher 
common equity ratio at a utility subsidiary results in a higher calculated rate of return 
under Section 16-108.5 than under traditional ratemaking since the resulting reduction 
in risk does not translate into a lower authorized rate of return on common equity. 
 
 It is Staff's position that AIC's December 31, 2012 capital structure is not 
appropriate for setting rates because using this equity ratio (or higher) would produce a 
rate of return that violates Section 9-230 of the Act.  To address this requirement, Staff 
proposes using an imputed capital structure that comprises the same 51% common 
equity ratio the Commission adopted in Docket No. 12-0293, 1.72% preferred stock, 
and 47.28% long-term debt.   
 
 Staff indicates that AIC’s parent company, Ameren, had a December 31, 2012, 
common equity ratio of 51.27%, as adjusted to remove the $825 million in debt that 
Dynegy will assume with Dynegy’s pending acquisition of Ameren’s merchant 
generation assets during 2013.  On that date, Staff says AIC’s common equity ratio was 
54.33% under AIC's capital structure proposal or 52.66% after Staff’s recommended 
adjustments.  Staff states that the Appellate Court found when a larger corporation 
owns a utility, the corporation is generally not motivated to establish the optimal, lowest-
cost capital structure for the utility, but to instead use a capital structure with a greater 
percentage of equity than is optimal, thereby allowing the parent corporation to realize a 
greater return.  In other words, the capital structure of the regulated utility can be 
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manipulated to include excessive equity to inflate the rate of return.  (Staff Initial Brief at 
44, citing Citizens Utility Board v. Commerce Commission, 276 Ill. App. 3d 730, 744, 
N.E. 2d 1194, 1205 (1st Dist. 1995)) 
 
 Staff asserts that Ameren and its unregulated subsidiaries have affected AIC's 
credit ratings from S&P.  Since 2003, Staff says S&P has viewed the default risk of 
AmerenUE, AmerenCIPS and AmerenCILCO as equivalent to that of Ameren and 
basing the ratings of Ameren on the consolidated financial and business risk profiles of 
the Ameren family of companies.  In March 2013, Staff indicates S&P upgraded the 
corporate credit ratings for Ameren and its subsidiaries, including AIC, to BBB from 
BBB-, and placed the ratings on CreditWatch with positive implications.  Staff says S&P 
explains the rationale for upgrading the credit ratings of Ameren and its subsidiaries as 
follows: 
 

The upgrades reflect management’s commitment to credit quality, 
increased certainty in terms of strategic direction, and its efficient 
execution of its revised strategy to exit the merchant business. This 
definitive agreement materially improves Ameren’s business risk profile, 
allowing management to focus on its regulated strategy.  In addition, the 
upgrade reflects our view that even if the announced transaction does not 
close, Ameren would still sell its merchant business to another third party 
under similar terms. . . . The placement of Ameren, [AIC], and [Ameren 
Missouri] ratings on CreditWatch with positive implication reflects the high 
probability of a further upgrade following the completion of the merchant 
sale. 

 
(Id. at 44-45) 
 
 According to Staff, in light of the March 2012 upgrade by S&P in combination 
with the high probability of a further upgrade, the merchant business has adversely 
affected AIC’s credit ratings, and therefore caused its cost of capital to be higher than it 
would have been absent any affiliation with the merchant business at least since 2003. 
 
 Staff asserts that AIC’s affiliation with unregulated or non-utility affiliates has 
adversely affected its cost of capital in two ways.  First, Staff says Ameren has chosen 
to capitalize AIC with a greater proportion of common equity than Ameren, despite AIC’s 
lower business risk.  Staff claims this practice raises AIC’s cost of capital because 
common equity is more expensive than debt, particularly under the Formula Rate 
process, in which the rate of return on common equity does not decline with an 
increasing common equity ratio.  Second, Staff claims that because S&P rates Ameren 
and AIC on a consolidated basis, Ameren and AIC have the same issuer credit rating 
from S&P, despite the fact that Ameren has higher operating risk and a higher degree of 
financial risk, as indicated by Ameren’s higher debt ratio in comparison to AIC.  In Staff's 
view, AIC’s S&P credit rating is lower than it would be based on its stand-alone risk due 
to its affiliation with Ameren because those higher operating and financial risks, which 
affect Ameren’s credit rating, also affect AIC’s credit rating.  Staff claims that although 
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the incremental increase may be difficult to quantify, Section 9-230 of the Act requires 
the Commission to remove every iota of such increase. 
 
 In Docket No. 12-0293, Staff says the Commission adopted a 51% common 
equity ratio for AIC, and concluded, “that AIC has lower operating risk than Ameren and 
now enjoys a more favorable regulatory environment under Public Acts 97-0616 and 97-
0646.  The Commission also notes that AIC has failed to identify any change in law or 
facts that justify deviating from the Commission’s decision in Docket No. 12-0001.  
Accordingly, the Commission adopts Staff’s imputed capital structure.”  (Id., at 46, citing 
Docket No. 12-0293, Order at 108) 
 
 Staff states that similarly, in Docket No. 12-0001, the Commission concluded: 
 

As for the competing common equity ratios presented by AIC and Staff, 
the Commission finds merit in Staff’s arguments.  As noted by Staff, S&P 
has concluded that AIC’s overall operating risk is lower than that of 
Ameren.  The record also reflects that although it continues to have 
concerns about the regulatory environment in Illinois, Moody’s found that 
the regulatory environment has improved sufficiently to increase AIC’s 
credit rating.  Overall, for the reasons contained in the record, the 
Commission concurs and finds that AIC has lower operating risk than AIC 
and now enjoys a more favorable regulatory environment under Public 
Acts 97-0616 and 97-0646.  These facts warrant an adjustment to AIC’s 
2010 common equity ratio of 54.28%, which represents circumstances as 
they were prior to Public Acts 97-0616 and 97-0646 and the benefits 
ensuing to AIC there under.  Accordingly, Staff’s common equity ratio of 
51.49% represents a reasonably adjusted common equity ratio consistent 
with Commission practice and law, including Section 9-230 of the Act. 

 
(Id. at 46-47, citing Docket No. 12-0001, Order at 128) 
 
 It is Staff's position that the above approach would bring AIC’s common equity 
ratio that is commensurate with AIC’s actual credit rating in line with its riskier corporate 
parent.  Staff proposes using an imputed capital structure that comprises the same 51% 
common equity ratio the Commission adopted in Docket No. 12-0293, 1.72% preferred 
stock and 47.28% long-term debt.  To calculate AIC’s long-term debt ratio, Staff added 
the December 31, 2012 preferred stock ratio and the imputed 51.00% common equity 
ratio (1.72% + 51% = 52.72%) and then subtracted that from 100% to derive the long-
term debt ratio of 47.28% (100% - 52.72% = 47.28%). 
 
 To evaluate the proposed capital structure for AIC for reasonableness, Staff 
compared AIC’s capital structure to those of other similarly rated electric companies.  
Based on data from the S&P Utility Compustat database, the average common equity 
ratio equals 47.16% for utilities in the electric industry with an S&P credit rating in the 
BBB range.  Staff believes its proposed common equity ratio of 51% is reasonable given 
its proximity to the common equity ratio of the average BBB rated electric utility 



  13-0301 

111 
 

company, though arguably conservative given the higher common equity ratio proposed 
by Staff indicates a lower degree of financial risk than the average BBB rated electric 
utility company. 
 
 According to Staff, AIC does not recognize that using its actual capital structure 
for setting formula-based rates would violate Section 9-230 of the Act.  Staff asserts that 
despite Ameren’s riskier unregulated subsidiaries, the Ameren parent company has a 
lower equity ratio than AIC and AIC has never explained why it requires a higher 
common equity ratio than its riskier parent.  AIC argues that its actual capital structure is 
reasonable and should be adopted; however, as noted previously, it is not permissible 
for the Commission to substitute its reasonableness standard for the legislature’s 
absolute standard.  Staff contends that as a matter of law, Section 9-230 of the Act 
limits AIC’s common equity ratio to 51%, which is the same common equity ratio the 
Commission adopted in Docket No. 12-0293 after taking into consideration the 
requirements of Section 9-230 of the Act. 
 
 Staff states that AIC's testimony implies that in the previous formula rate case, 
the Commission approved a capital structure for AIC that was based on a double 
leverage adjustment.  Staff contends that to the contrary, the Commission was not 
applying a “double-leverage” approach when it adopted Ameren’s capital structure.  
Staff claims there are three variants of the double-leverage methodology to computing 
the cost of capital: 
 

1. Double-Leverage Approach.  The parent company’s weighted-average cost 
of capital (“WACC”) is the imputed cost of equity for the operating company. 

2. Modified Double-Leverage Approach.  The parent company’s WACC is 
only imputed to the portion of common equity contributed to the operating 
company by the parent company (i.e., the operating company’s retained 
earnings are removed from the double-leverage imputation). 

3. Consolidated Approach.  The WACC is based on the consolidated data of 
the parent company and its subsidiary companies. 

 
According to Staff, the Commission did not employ any of these approaches when it 
previously authorized a 51% equity ratio for AIC, pursuant to Section 9-230 of the Act. 
 
 AIC asserts that having a strong capital structure, strong credit metrics, and a 
stable, strong investment grade credit rating enables the EIMA programs to be funded 
at reasonable costs and under reasonable terms and conditions.  Staff argues that AIC 
never demonstrates that a capital structure containing a 51% common equity ratio 
would endanger AIC’s access to capital.  Staff states that in contrast, it performed a 
quantitative analysis, which showed that reducing AIC's common equity ratio to 51% 
would not cause a credit rating downgrade for AIC.  Staff determined AIC could achieve 
a 51% common equity ratio by replacing $55 million of common equity with long-term 
debt.  Then, Staff evaluated the effect of AIC replacing $55 million of common equity 
with $55 million in 5.95% 30-year BBB-rated utility bonds on the financial risk 
benchmarks published by S&P and Moody’s.  Staff claims its analysis is conservative 
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given the current yields on long-term A-rated and Baa-rated utility bonds are much 
lower at 4.73% and 5.30%, respectively.  Staff calculated adjusted ratios (i.e., financial 
ratios that reflect a $55 million exchange of debt for common equity) for S&P financial 
risk benchmarks: (1) funds from operations (“FFO”) to debt; (2) debt to earnings before 
interest, taxes, depreciation and amortization (“EBITDA”); and (3) debt to capital.  Staff 
also calculated adjusted ratios for Moody’s financial risk benchmarks: (1) cash flow from 
operations (“CFO pre-W/C”) to debt; (2) CFO pre-W/C less dividends, to debt; (3) CFO 
pre-W/C, plus interest, to interest expense; and (4) debt to capital.  Those ratios, 
calculated in accordance with the S&P and Moody’s methodologies, were provided by 
AIC to Staff. 
 
 Staff compared those adjusted ratios to the ranges that S&P and Moody’s 
publish for each of those financial risk benchmark ratios, which vary according to the 
strength of the financial risk benchmark.  Staff claims the adjusted ratios, which assume 
AIC replaced $55 million of common equity with $55 million in long-term debt, are very 
close to the unadjusted ratios. 
 
 Staff argues that replacing $55 million of common equity with long-term debt 
would not result in lower implied credit ratings for any of AIC’s financial risk 
benchmarks.  Staff concludes that a 51% common equity ratio for AIC would not result 
in a credit rating downgrade.  Staff believes that in accordance with Section 9-230 of the 
Act, the Commission should adopt a capital structure for AIC that comprises a 51.00% 
common equity ratio. 
 
 Staff says that contrary to AIC's suggestion, it performed a quantitative analysis, 
which showed that reducing AIC’s common equity ratio to 51% would not cause a credit 
rating downgrade for AIC.  Although AIC asserts its 54.33% common equity ratio 
ensures strong credit metrics, Staff claims its quantitative analysis revealed very small 
differences in the financial risk benchmarks that S&P and Moody’s calculate for AIC vis-
à-vis the financial risk benchmarks resulting from imputing a 51% common equity ratio 
for AIC.  Staff contends that putting aside the problems Staff identified with Ameren Ex. 
5.3, AIC's own evidence shows that during 2012, the average authorized common 
equity ratio for electric utilities was 51.28%.  Staff states that even though AIC claims 
that, “Staff . . . acknowledges that it was possible for AIC’s credit quality to have been 
impaired in 2012 if it had used dividends to reduce its actual equity ratio to 51%.”  Ms. 
Phipps clearly indicated that reducing the common equity ratio alone would not likely 
impair AIC’s credit quality.  Staff insists, Ameren’s 51% equity ratio is more than 
sufficient for AIC. 
 
 Staff notes AIC argues that to offset credit rating agencies’ concerns regarding 
the Illinois regulatory environment, AIC specifically maintained a higher equity ratio.    
AIC argues further that it “left its actual capital ratio in place to preserve its credit quality, 
despite the Commission’s decisions in prior formula rate cases, Dockets 12-0001 and 
12-0293, to cap AIC’s equity ratio based on its parent’s capitalization.”  (Id. at 34-35, 
citing AIC Initial Brief at 87)  According to Staff, AIC made a presentation to all three of 
the ratings agencies in October 2012 that showed AIC expects its common equity ratio 
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to fall from 54.0% to 51.1% between 2012 and 2015.  (Id., citing Staff Group Cross Ex. 
15; Tr. at 315:24 - 316:23)  Despite this forecast, Staff says none of the credit ratings 
agencies have lowered AIC’s ratings or placed those credit ratings on a negative 
outlook.  Staff also asserts that in a report that was issued in January, 2013, three 
months after AIC’s presentation, Fitch noted that AIC’s forecasted credit metrics alone 
would likely warrant a one-notch upgrade. 
 
 AIC argues examining all three credit reporting agency reports concerning AIC 
demonstrates that the principle credit risk for AIC is the perceived (lack of) support in 
the Illinois regulatory environment.  According to Staff, the credit rating agencies have 
recently noted positive developments in the Illinois regulatory environment.  Staff says 
when Moody’s upgraded AIC during June 2012, it stated the upgrade of the ratings of 
AIC reflects strong, stable cash flow coverage metrics and improved clarity on cost 
recovery following the passage of formula rate plan legislation in Illinois.  Staff says 
Moody's also indicated although the utility’s regulatory framework remains challenging, 
legislative support for the recovery of prudently incurred investments is a step in the 
right direction towards better overall cost recovery prospects.  Staff claims that from a 
credit rating perspective, Moody’s viewed the formula rate plan as an overwhelmingly 
positive development in the Illinois regulatory environment.  Similarly, Staff says S&P 
notes that the passage of SB 9 and the natural gas infrastructure rider for certain 
infrastructure investments support credit quality.  Staff also contends the primary 
regulatory concern Fitch identifies in its credit rating report relates to an issue resolved 
by the recent passage of SB 9, i.e., the average rather than year-end rate base. 
 
 Staff notes that AIC witness Perkins proposed a capital structure for the thirteen 
months ending June 30, 2013, comprising 49% common equity, for Orange & Rockland 
Utilities, Inc., which is a similarly rated electric utility that also operates in regulatory 
environment described as "less credit supportive” by S&P and “challenging” by Moody’s.  
Staff indicates AIC also argues the rating agencies still have concerns related to AIC’s 
regulatory environment.  AIC says in its June 13, 2013 AIC credit report, Moody’s 
cautions that the Commission has a history of authorizing punitive rates of return and 
disallowances that led to contentious relationships with the utilities.  Moody's also says 
the poor regulatory treatment has been a key negative credit factor for utilities operating 
in Illinois.  In Staff's view, this statement, on its face, is not indicative of a balanced and 
unbiased assessment.  Staff claims the same Moody’s report cites the passage of EIMA 
and SB 9 as positive developments from a credit ratings standpoint.  Staff says the 
report also contradictorily states that AIC's Cash Flow to Operations pre-Working 
Capital/Debt ratio declined in 2012, which decline in 2012 can be partly attributed to the 
8.8% allowed return on equity calculated under EIMA’s formula rate in 2012, which is 
substantially lower than the Commission's 2010 electric rate order, which had 
established the allowed return on equity at 10.2%.  According to Staff, the so-called 
punitive Commission-established rate of return, 10.2%, is higher than that currently 
permitted under the recent EIMA.  Staff also complains that the reference to punitive 
disallowances makes no reference to the responsibility of Illinois utilities for proving the 
prudence and reasonableness of their actions. 
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 According to Staff, Moody’s itself had misgivings concerning the phrase “punitive 
rates of return and disallowances” because in less than two months, it removed that 
phrase from its August 23, 2013 Credit Opinion for Ameren.  Staff also says the latest 
Moody’s credit opinion for ComEd makes no reference to any Commission history of 
authorizing punitive rates of return and disallowances, despite the fact that Moody’s 
assigns ComEd and AIC the same “Ba” rating for “Regulatory Framework” and “Baa” 
rating for “Ability to Recover Costs and Earn Returns” and the same overall rating of 
“Baa2.”  Staff notes ComEd is also authorized the same return on equity as AIC, which 
was applied to a 42.55% common equity ratio in its last rate order.  In its current rate 
case, Docket No. 13-0318, ComEd proposed capital structure comprises 45.28% 
common equity. 
 
 Staff indicates AIC takes issue with comparing AIC’s equity ratio to ComEd’s 
equity ratio.  Specifically, AIC asserts ComEd’s equity ratio as computed by Moody’s 
and used to evaluate creditworthiness and establish ratings is more than 200 basis 
points higher than AIC’s and ComEd faces business fundamentals different from those 
facing AIC.  Staff argues there is no evidence that ComEd faces business fundamentals 
different from those facing AIC; rather, ComEd is the only other Illinois electric utility 
subject to the formula rate law.  As for the Moody’s equity ratio, Staff claims Moody’s 
debt to capitalization ratio includes deferred taxes in the denominator of that ratio.  Staff 
asserts that all else equal, the greater the amount of a company’s deferred taxes, the 
lower the resulting debt to capitalization ratio.  Staff says when Ameren acquired 
AmerenIP, AmerenIP's deferred taxes were eliminated from its books, which would 
cause AmerenIP, and ultimately AIC, to have a higher debt to capitalization ratio than 
ComEd (and conversely, a lower Moody’s equity ratio). 
 
 AIC argues the use of an imputed capital structure in this case would effectively 
lower AIC’s actual return on equity by approximately 50 basis points, which could 
challenge its ability to attract investors and compete with other investment opportunities.  
Staff believes AIC’s argument is flawed because AIC could address this challenge by 
lowering its common equity ratio to the level of the Commission-authorized equity ratio; 
thereby aligning AIC's authorized capital structure (and the resulting authorized return 
on equity) with its actual capital structure (and the resulting earned return on equity). 
 
 AIC argues that Ameren’s equity ratio is not appropriate for AIC because (1) 
AIC’s actual capital structure bears no relation to Ameren’s combined capital structure; 
and (2) Ameren’s equity ratio is affected by concerns related to Ameren Missouri and its 
unregulated generation affiliate – e.g., Ameren’s capital lease obligations.  AIC states 
further, if capital leases and merchant generation public debt are removed from 
Ameren’s capital structure, its equity ratio would increase to 52.5%.  According to Staff, 
while this hypothesizes why AIC’s capital structure might be different from Ameren, it 
does not explain why AIC, a wires company, needs a higher common equity ratio than 
its parent company, whose subsidiaries include a merchant generation company and a 
vertically integrated utility that owns and operates a nuclear power plant.  Staff says 
when it calculated Ameren’s common equity ratio of 51.27%, Staff removed the $825 
million in debt that Dynegy will assume with Dynegy’s pending acquisition of Ameren’s 
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merchant generation assets during 2013.  Staff also says it does not recommend using 
Ameren’s debt costs or capital leases in AIC’s ratemaking capital structure; rather, the 
basis for Staff’s adjustment is that given a 51% common equity ratio is sufficient for 
Ameren, then it is more than sufficient for AIC given the lower business risk of the latter.  
Staff notes that S&P assigned AIC a business risk profile of “Excellent” while it assigned 
Ameren a business risk profile of “Strong.”   Putting aside the basis for Staff’s 
adjustment, Staff claims it is not necessary to remove capital lease obligations from 
Ameren’s capital structure given capital lease obligations of Ameren represent leverage, 
which affects Ameren’s and its subsidiaries’ (including AIC’s) ability to issue 
conventional debt obligations in order for Ameren to maintain access to external capital 
on reasonable terms.  Staff believes, given Ameren’s operating risks, there is only so 
much financial leverage it can incur and still maintain investment grade 
creditworthiness.  Staff says the financial leverage at the Ameren level crowds out 
financial leverage at the subsidiary level.  Staff claims this is particularly true where 
there is no effective structural separation of cash flows between the parent company 
and its subsidiaries, as S&P concluded to be the case for Ameren and its subsidiaries.  
Staff concludes there is a link between the combined capital structure of Ameren and 
the capital structure designed and maintained for AIC. 
 
 AIC argues there is no evidence AIC’s affiliation with other Ameren subsidiaries 
had any effect on the cost of 2.7% debt AIC issued in 2012, which was issued at a 
Company record-low 10-year coupon rate.  Staff states AIC’s actual secured debt 
ratings during August 2012 were A3/BBB.  According to Staff, AIC’s affiliation with 
unregulated and non-utility companies caused AIC to have an S&P credit rating at least 
two notches lower than AIC would have absent those unregulated and non-utility 
companies.  Staff claims the proper comparison would be the spread investors required 
for secured debt ratings of A3/A-, rather than A3/BBB.  During August 2012, Staff says 
10-year utility bonds with AIC’s standalone secured debt ratings of A3/A- had spreads of 
65-70 basis points, whereas AIC’s actual secured debt ratings of A3/BBB required a 
spread of 105 basis points.  Staff also claims AIC's own documentation from July 2013, 
after S&P had lifted AIC’s credit rating one notch and stated that another notch increase 
was highly probable, indicates that a one notch upgrade by S&P would result in new 
issue spreads for 10- and 30-year bonds that are 0-5 basis points lower than the current 
rate expected for new issues.  Staff says AIC incorrectly implies that the coupon rate 
alone is sufficient to justify AIC's capital structure.  Staff asserts if that were the case, 
since the interest rate on AIC debt would fall as its proportion in the capital structure 
falls, then AIC should maintain a capital structure that approaches 100% common 
equity.  Staff says the interest rate on a single debt issue is insufficient for establishing 
that the entire capital structure is reasonable since a higher common equity ratio 
increases the weight that the higher cost capital component contributes to the overall 
rate of return on rate base. 
 
 Staff claims AIC errs when it argues that EIMA mandates that the Commission 
use AIC's proposed December 31, 2012 capital structure to set rates in this proceeding 
and that Staff’s position is contrary to the EIMA.  Staff argues that the AIC proposed 
capital structure is per se unlawful because it carries an excessive amount of equity, 
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which would benefit its parent affiliate (Ameren), to the detriment of AIC ratepayers, who 
would pay for the excessive amount of equity.  In Staff's view, it matters not how or why 
AIC came to its year end structure, it is precluded by the Act.  Staff believes whether 
AIC made prudent decisions in reaching its capital structure is entirely immaterial.  Staff 
contends AIC’s proposed capital structure is in and of itself illegal for the purpose of 
setting rates. 
 
 According to Staff, AIC’s actual year-end capital structure must be used unless it 
is inconsistent with Commission law and practice.  Staff claims the AIC argument that 
EIMA “mandates” the use of AIC’s actual year-end capital structure is fatally flawed 
because AIC studiously, at least in this proceeding, resists acknowledging the language 
“consistent with Commission practice and law” contained in Section16-108.5(c)(2). 
 
 Staff asserts EIMA requires that first the Commission determine whether AIC’s 
actual year-end capital structure is otherwise lawful.  Staff states the Illinois General 
Assembly reasoned that before a certain capital structure is used, it should be lawful.  
Staff says this fact should come as no surprise to AIC as it is the traditional practice in 
drafting statutes.  Had the Illinois General Assembly wanted to only use actual year-end 
capital structure under EIMA Staff argues it would have said so.  Staff claims EIMA did 
not nullify Section 9-230 of the Act.  Staff says EIMA states the singular priority that a 
capital structure must first be lawful.  Staff maintains AIC’s actual year-end capital 
structure is inherently unlawful because it violates Section 9-230 of the PUA. 
 
 Staff avers when it suits its needs, AIC is fully capable of concluding that its 
proposed capital structure must first be determined to be lawful under EIMA.  Staff says 
AIC’s point in Docket No. 12-0001, was that a prior Commission precedent was not 
trumped by EIMA.  Staff notes the Commission may change its precedent whenever it 
wants, as long as it articulates a rational reason for doing so.  Staff claims the 
Commission may not change or ignore Section 9-230, as it is a statute.  Staff concludes 
AIC’s argument in Docket No. 12-0001 is a much weaker argument than Staff’s position 
in this proceeding.  In Staff's view, if AIC believed its position was right in Docket No. 
12-0001, then logic would dictate that it agrees with Staff’s position here; unless AIC's 
statutory interpretation is merely opportunistic. 
 
 Staff says Illinois courts have interpreted Section 9-230 of the Act strictly against 
the inclusion of any incremental risk or increased cost of capital in a utility’s rate of 
return, if such incremental risk or increased cost of capital results from association with 
unregulated affiliates.  Because equity costs more than debt, Staff says an excessive 
amount of equity in AIC’s capital structure costs ratepayers more than necessary.  Staff 
states that Illinois courts have explained, the more equity in a utility’s capital structure, 
the higher the rate of return must be to recover the cost of capital.  Staff also says since 
equity always costs more than debt, as a corporation increases its proportion of equity, 
its total cost of capital generally increases, although the cost of debt and the cost of 
equity both decrease. 
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 According to Staff, the Commission cannot consider AIC’s proposed end year 
capital structure unless it makes a threshold determination that this capital structure in 
question satisfies the requirements of Section 9-230.  Staff also states Section 9-230 
bars, as a matter of law, the adoption of a capital structure which, as a result of 
affiliation, results in increased risk or increased cost of capital. 
 
 In Staff's view, despite the many pleas and arguments put forth by AIC that it 
made its decisions prudently and that it needs the end year common equity ratio in 
excess of 54% to stay competitive and access capital, all of these arguments do not 
matter under the absolute mandate of the General Assembly in Section 9-230 of the 
Act.  Staff also notes the Commission has accepted similar capital structure 
adjustments in the previous AIC formula rate cases, Docket Nos. 12-0293 and 12-0001. 
 
 Citing the Commission's decision in Docket Nos. 11-0280/11-0281 (Cons.), Staff 
claims the Commission adjusted the capital structure of public utilities in accordance 
with Section 9-230 in a traditional rate case.  Staff says AIC argues use of a 
hypothetical structure also creates a fiction wherein the equity contributed by a parent to 
its subsidiary has one cost, while the equity contributed by public investors has another.  
Staff asserts AIC wrongly directs this argument against imputed capital structures 
generally.  Staff claims this criticism concerns a specific type of imputed capital 
structure that employs double leverage.  Staff maintains that its proposed capital 
structure does not use double leverage.  Staff believes AIC's arguments should be 
rejected in this proceeding. 
 
 AIC claims it specifically managed the 54.33% common equity ratio, to maintain 
strong credit metrics in order to access at a reasonable cost and in varied economic 
market conditions, the funding necessary to meet its increasing capital requirements in 
light of and despite concern expressed by the credit rating agencies in 2012 regarding 
the stability of the Illinois regulatory setting.  Staff asserts AIC's argument ignores that in 
AIC’s last two formula rate cases, the Commission authorized common equity ratios of 
51.49% and 51%.  Staff says for nearly one year, AIC has been authorized rates of 
return under the formula rate plan that reflect common equity ratios of approximately 
51% and has not been placed on credit watch negative, let alone had any credit rating 
downgrades.  Staff also notes ComEd has been operating under the same regulatory 
regime with a common equity ratio that has been at least five percentage points lower.  
Staff insists a common equity ratio of 51% has been sufficient to maintain its existing 
credit rating, despite any concerns noted by the credit rating agencies regarding the 
Illinois regulatory environment. 
 

c. IIEC Position 
 
 IIEC notes that the utility formula rate is to reflect the utility’s actual year-end 
capital structure for the applicable calendar year, excluding goodwill, subject to a 
determination of prudence and reasonableness consistent with the Commission practice 
and law.  IIEC asserts that AIC's proposed capital structure is unreasonable and 



  13-0301 

118 
 

imprudent.  IIEC contends the capital structure does not reflect AIC’s reduced risk since 
the implementation of the EIMA. 
 
 IIEC also claims AIC's proposed capital structure contains an excessive amount 
of common equity, unreasonably increasing the Formula Rate Plan capital costs and 
revenue requirements resulting in unjust and unreasonable rates.  IIEC also believes 
AIC's proposed common equity ratio is significantly higher than the common equity ratio 
authorized for similar utilities by other regulatory jurisdictions. 
 
 According to IIEC, regulatory procedures in Illinois have been modified since 
AIC’s last traditional rate case.  It is IIEC's position that the modification significantly 
reduces AIC’s risk of regulated utility operations.  IIEC believes the modification, in the 
form of the EIMA, or Formula Rate Plan has created a clear decline in AIC's investment 
risk.  IIEC says such risk reduction has been noted and discussed by many credit 
analysts. 
 
 AIC asserts that the improvement of AIC’s investment risk as a result of AIC’s 
decision to divest itself of the higher operating risk merchant generation affiliate is also 
outlined by credit rating agencies.  It is IIEC's position that AIC’s capital structure should 
be reasonable and should reflect a significant reduction in investment risk for provision 
of electric delivery services within the Formula Rate process. 
 
 IIEC states that the Formula Rate allows AIC to set rates based on projected 
plant in-service during the rate effective year and most importantly a reconciliation to 
actual revenue requirement on an after-the-fact basis. IIEC says the Formula Rate also 
provides an earnings test which ensures AIC's earned return on equity is within 50 basis 
points of the allowed return on equity used in setting the Formula Rate.  It is IIEC's 
position that all of these features significantly reduce AIC's investment risk. 
 
 According to IIEC, AIC agrees the regulatory framework for electric utilities in 
Illinois improved but qualifies its agreement suggesting there is still significant risk to 
AIC due to the aggressive capital expenditure, hiring, and performance metric goals to 
remain eligible to participate in the formula rate program.  IIEC asserts that AIC fails to 
note that its participation in the formula rate program is optional.  IIEC says AIC's choice 
to participate in the formula rate program rather than a traditional rate proceeding is 
further evidence that the formula rate program significantly improves AIC's investment 
risk.  IIEC claims AIC's refusal or failure to fully reflect its reduced risk in its capital 
structure renders the structure is not unjust or unreasonable and imprudent. 
 
 IIEC says AIC's cost of service under the formula rate must be prudent and 
reasonable.  IIEC argues that when AIC fails to acknowledge a reduced risk there are 
collateral consequences.  IIEC says a capital structure too heavily weighted with 
common equity increases AIC's overall cost of capital, cost of service, and retail rates, 
due to the fact that common equity is the most expensive form of capital.  IIEC claims it 
is essential for a regulated utility to manage its capital structure in order to balance its 
obligations and minimize its cost of capital, while continuing to support its financial 
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integrity and access to capital.  IIEC says such management requires AIC to manage its 
capital structure to maintain a reasonable balance of common equity and debt such that 
cost of capital is minimized and its credit rating is preserved. 
 
 In IIEC's view, a reasonable mix of debt and equity, 50% debt and 50% equity, is 
necessary in order to balance AIC's financial risk, while supporting an investment grade 
credit rating and permitting AIC to access capital under reasonable terms and prices.  
IIEC maintains that a capital structure too heavily weighted with common equity will 
unnecessarily increase its cost of capital and revenue requirement and believes AIC's 
capital structure is too heavily weighted with common equity.  IIEC also believes its 50% 
common equity proposal balances the interest of the investors and ratepayers while 
allowing AIC to access capital at reasonable terms. 
 
 According to IIEC, common equity ratios for electric companies authorized by 
regulatory commissions since 2008 have been consistently at or below 50% with an 
average of 48.50%.  IIEC says regulatory commissions have authorized an average 
common equity ratio of 48.80% for electric utilities over the past 5 years.  IIEC asserts 
that AIC's proposed common equity ratio of 54.33% is significantly out of line with 
industry average authorized common equity ratios and AIC has failed to support such a 
significant departure. 
 
 IIEC suggest the Commission does not have to look outside Illinois to see AIC 
has proposed an excessive common equity ratio.  IIEC says ComEd has proposed a 
capital structure with less than 50% common equity.  IIEC identifies an agreement in 
principle between ComEd, IIEC companies in the ComEd service territory, and Staff that 
a common equity ratio trigger of 50% be used to set the Formula Rate.  IIEC says in the 
agreement if ComEd proposes an equity ratio of 50% or greater, ComEd would assume 
the burden to demonstrate with additional evidence the prudence and reasonableness 
of a capital structure containing such an excessive equity component.  IIEC contends 
that AIC has not presented any evidence suggesting that its 54.33% common equity 
ratio is either prudent or reasonable as required by Section 16-108.5(c)(2) of the Act.  
IIEC also notes that AIC and ComEd have similar investment risk.  ComEd and AIC 
both operate under the EMIA.  IIEC says AIC’s current senior unsecured credit ratings 
are “BBB” from S&P, “Baa2” from Moody’s, and “BBB” from Fitch.  According to IIEC, 
these credit ratings are identical to ComEd’s credit ratings.  In IIEC's view, authorizing a 
balanced capital structure with reasonable debt and equity components will preserve 
AIC’s credit standing. 
 
 According to IIEC, as support for its capital structure AIC claims its capital 
requirements are increasing.  AIC declares its’ electric operations require significant 
annual investment.  IIEC states while that may be the case, such an argument should 
not be considered support for an excessive common equity component in the AIC 
capital structure.  AIC further argues that as an EIMA participating utility, it has 
committed to invest substantial sums over the next 10 years in electric infrastructure 
upgrades.  IIEC maintains that AIC's participation as an EIMA utility is optional.  IIEC 
claims AIC's choice to participate in an optional formula rate program, albeit with 
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substantial commitment requirements, should not be considered support for an 
excessive capital structure.  IIEC says these capital requirements go part and parcel 
with running a utility and are necessary investments in order to continue to provide utility 
service.  AIC argues such realities require AIC to rely more on strength of credit metrics 
to secure funding for its infrastructure investment at a reasonable cost.  IIEC 
understands it is important for AIC to manage its capital structure in order to balance its 
obligations and minimize its cost of capital, while continuing to support its financial 
integrity and access to capital.  IIEC contends a 50% weighted common equity capital 
structure allows AIC to responsibly manage its capital structure while maintaining strong 
credit metrics in order to access the funding necessary to meet capital requirements. 
 
 AIC argues it requires continued, strong credit metrics to maintain access to the 
capital funding necessary to support its near-term, capital intensive infrastructure 
improvements and to maintain reliable, high quality service at all times.  IIEC does not 
dispute that point.  In IIEC's view, the question is what metrics will preserve that access 
to capital, while also resulting in a prudent and reasonable capital structure that results 
in just and reasonable rates.  IIEC claims EIMA has created a decline in AIC's 
investment risk and that decline must be reflected in AIC's capital structure by 
maintaining a reasonable amount of common equity financing.  IIEC says such risk 
reduction has been noted and discussed by many credit analysts. 
 
 AIC states its access to funding is, in part, a function of its credit metrics.  IIEC 
states those metrics factor significantly into the credit rating agencies’ evaluations of 
AIC’s credit profile and their resultant assignment of credit ratings, on which investors 
rely.  IIEC says the credit analysts' reports find that AIC's credit is stable with a positive 
outlook.  IIEC claims this is created in part based on the EIMA risk reduction that 
benefits AIC.  As a result, IIEC believes AIC's credit metrics with a lower common equity 
ratio will support its bond rating and access to capital.  IIEC also asserts a more 
reasonable capital structure will lower AIC's cost of service and support just and 
reasonable rates.  IIEC insists such risk reduction should be reflected in AIC's capital 
structure.  IIEC contends AIC does not need an excessive common equity ratio of 
54.33% in order to maintain strong credit metrics.  IIEC claims its proposed 50% 
common equity proposal balances the interest of the investors and ratepayers while 
allowing AIC to access capital at reasonable terms. 
 
 IIEC indicates AIC continues to suggest that despite the implementation of  
EIMA, Illinois is still subject to the general unpredictability and volatility of the regulatory 
market.  IIEC believes AIC confuses unpredictability and volatility with the failure of 
EIMA to rubber stamp AIC's proposals without a proper reasonableness and prudency 
review.  AIC argues it offsets its concerns by specifically maintaining a higher equity 
ratio.  According to IIEC, AIC seems to recognize its equity ratio is high, but throughout 
this proceeding has attempted to justify its proposed excess.   While AIC has argued in 
favor of its proposed 54.33% common equity ratio, IIEC claims it has failed to explain 
why IIEC’s proposal would not allow AIC to access capital at reasonable terms. 
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d. Commission Conclusion 
 
 The Commission believes the fundamental issue here is what the following 
language in Section 16-108.5 of the Act means: 
 

Reflect the utility's actual year-end capital structure for the applicable 
calendar year, excluding goodwill, subject to a determination of prudence 
and reasonableness consistent with Commission practice and law.  

 
 At page 3 of its Initial Brief, IIEC claims AIC's proposed capital structure contains 
an excessive amount of common equity, unreasonably increasing the Formula Rate 
Plan capital costs and revenue requirements resulting in unjust and unreasonable rates.  
IIEC also compares AIC's capital structure to that of other utilities and to ComEd's.  
While IIEC attempts to disguise its arguments by arguing that AIC's capital structure is 
imprudent and unreasonable, it appears to the Commission that IIEC's arguments are 
an attempt to impose the "just and reasonable" standards found in Section 9-201 of the 
Act.   This proceeding is not being conducted pursuant to Section 9-201 of the Act, and, 
fundamentally, IIEC's arguments are flawed.  The Commission believes IIEC's 
arguments and position are fundamentally inconsistent with Section 16-108.5 of the Act 
regarding capital structure.   
 
 AIC and Staff agree that there is no issue of prudence regarding AIC's capital 
structure.  AIC believes its actual capital structure is also reasonable as well as 
consistent with Commission practice and law.  Staff believes AIC's actual capital 
structure is not consistent with Section 9-230 of the Act because it reflects increased 
risk and that use of that capital structure would cause an unlawful increase in AIC's cost 
of capital due to AIC's affiliation with unregulated affiliates.  Staff also suggests use of 
AIC's actual capital structure would be inconsistent with Commission practice because 
the Commission has previously adopted capital structures consistent with its 
recommendation in this proceeding. 
 
 Between the AIC and Staff proposal, the Commission finds Staff's arguments 
more convincing and compelling.  AIC has failed to identify any change in law or facts 
that justify deviating from prior Commission decisions, nor has it explained or justified 
the increased cost reflective of its increased equity weighted capital structure.  Based 
upon the extensive arguments on this issue, the Commission finds, just as it did in 
Docket Nos. 12-0001 and 12-0293, that Staff's proposed capital structure should be 
adopted for purposes of this proceeding.   
 
  

2. Common Equity Balance 
 

a. AIC's Position 
 
 AIC’s capital structure for 2012 is calculated using year-end balances for 
preferred stock, common equity, long-term debt, and short-term debt.  AIC says it 
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adjusted its common equity balance by subtracting $356,284,459 (for goodwill net of 
purchased accounting), to exclude the effects of purchase accounting related to 
Ameren's 2004 acquisition of the AmerenIP, as required by the Commission’s Order in 
Docket No. 04-0294 and consistent with the Commission’s Order in Docket No. 12-
0001. 
 
 AIC states that in Docket No. 04-0294, the Commission approved Ameren's 
acquisition of AmerenIP and also approved the accounting for all regulatory purposes 
that followed.  AIC says accounting standards required that AIC “push down” any 
investment onto AmerenIP's books, and also required that AIC adjust both assets and 
liabilities to fair market value.  AIC also says the Commission ordered that all purchase 
accounting be reversed for ratemaking purposes. 
 
 AIC claims this regulatory accounting has been consistently followed and applied 
in rate cases subsequent to the acquisition.  AIC states that in each rate proceeding 
since the Order issued in Docket No. 04-0294, including this one, AIC has reversed the 
effects of purchase accounting collapsed into Account 114.  AIC notes that Staff does 
not oppose subtracting $356,284,459 from the common equity balance. 
 
 IIEC proposed, in direct testimony, to exclude an additional $54.4 million from the 
common equity balance to reflect the difference between AIC’s $356 million self-
adjustment and AIC’s $411 million of goodwill assets.  AIC believes this adjustment 
contravenes the Commission’s Order in Docket No. 04-0294, and says it was expressly 
rejected in Docket No. 11-0282.  In subtracting the entire goodwill balance of $411 
million without netting all other purchase accounting adjustments, AIC asserts that IIEC 
overstates the required reduction to common equity.  AIC maintains that this proposal 
directly contradicts the Commission’s Orders in Dockets Nos. 04-0294 and 11-0282 
expressly addressing this issue.  AIC says that in Docket No. 11-0282, the Commission 
entertained, and rejected, a proposal identical to the one made by IIEC in the instant 
case. 
 
 AIC argues that IIEC's proposal represents an abrupt and unexplained departure 
from this Commission precedent.  AIC notes that IIEC did not pursue his adjustment on 
rebuttal and recommends that the Commission not approve it. 
 
 In its Reply Brief, AIC notes IIEC argues that the formula rate law is not 
ambiguous and contemplates the exclusion of goodwill when determining the utility’s 
actual capital structure.  IIEC contends, the amount of goodwill should not be adjusted 
for purchase accounting.  IIEC argues that making purchase accounting adjustments to 
the actual year end capital structure is not permitted under the formula rate because it 
alters the year end capital structure.  
 
 AIC asserts that purchase accounting and goodwill are intertwined.  AIC says it 
has eliminated all goodwill from the capital structure, because the effect of the Docket 
No. 04-0294 directive is that the elimination of goodwill from the common equity balance 
must be netted or collapsed against all other purchase accounting entries. 
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 AIC claims its actual year end capital structure reflects purchase accounting.  
AIC says the adjustments to goodwill for purchase accounting are made annually in 
Account 114, and are properly included in the actual capital structure.  AIC excluded 
purchase accounting adjustments recorded in connection with Ameren’s acquisitions of 
AmerenCILCO and AmerenIP consistent with the Commission’s direct in Docket No. 04-
0294 that such balances not be included in the common equity balance for ratemaking 
purposes.  AIC contends IIEC’s adjustment that would alter the year end capital 
structure by not adjusting for purchase accounting and overstating common equity 
balance. 
 
 According to AIC, IIEC’s discussion of the EIMA in support of its arguments is 
incomplete.  In quoting the statute, AIC says IIEC omits the second portion of the 
operative language: the formula rate must reflect the utility's actual year-end capital 
structure for the applicable calendar year, excluding goodwill, subject to a determination 
of prudence and reasonableness consistent with Commission practice and law.  AIC 
asserts Commission practice is to adjust the balance of goodwill to reflect purchase 
accounting.  AIC says this adjustment is necessary to produce a reasonable capital 
structure, pursuant to the Order in Docket No. 04-0294.  AIC believes its approach is 
consistent with the statutory language. 
 
 IIEC states that the requirement to adjust the goodwill balance for purchase 
accounting pre-dates the formula rate process, suggesting these requirements do not 
apply here.  AIC says its adjustment of the common equity balance to exclude the 
effects of purchase accounting has already been reviewed by the Commission in two 
formula rate proceedings, Docket Nos. 12-0001 and 12-0293.  In Docket No. 12-0001, 
AIC says the Commission approved AIC’s purchase accounting and found that AIC has 
followed all accounting rules and Commission Orders relating to its accounting for 
purchase accounting, or push down accounting.  AIC states in that case, as here, AIC 
adjusted its common equity balance by excluding the effects of purchase accounting.  
AIC also disputes IIEC's assertion that AIC has not demonstrated its proposed capital 
structure is reasonable. 
 
 Staff proposes to subtract an additional $105,536,599 in income statement 
purchase accounting adjustments, which flowed through to retained earnings.  Staff 
claims, as its basis for this recommendation, that in Docket No. 04-0294 the 
Commission ordered AIC to reverse purchase accounting adjustments associated with 
the acquisition of AmerenIP for ratemaking purposes.  Staff asserts: (1) that AIC admits 
that it never reversed the net income-related purchase accounting adjustments for 
ratemaking purposes, nor did AmerenIP and (2) AIC's Account 114 balance does not 
include $105.5 million of net income-related purchase accounting adjustments, which 
flowed through retained earnings. 
 
 AIC asserts that Staff’s adjustment should be rejected, as it has been by the 
Commission in two dockets before, because income statement purchase accounting 
adjustments which flowed through to retained earnings have been eliminated through 
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dividends, so that Staff’s proposal does not fully eliminate the effects of purchase 
accounting. 
 
 AIC states that Staff has proposed purchase accounting adjustments in three AIC 
dockets, Docket Nos. 11-0282, 12-0001 and 12-0293.  According to AIC, in Docket No. 
12-0001, as here, AIC adjusted its common equity balance by excluding the effects of 
purchase accounting.  Regarding income statement purchase accounting adjustments 
that flowed through to retained earnings, Staff disagreed with AIC’s contention that the 
dividends reduced the retained earnings resulting from purchase accounting.  AIC 
countered that dividends are clearly paid in cash, but the payment of dividends reduces 
retained earnings, a component of equity, and was contingent upon AIC having retained 
earnings from which to pay the dividends.  AIC argued that Staff’s approach would 
reverse the collapsing of the purchase accounting entries, without considering whether 
the earnings were actually still retained by AIC, and while leaving the effects of push-
down accounting partially in place.  AIC says the Commission found that, despite Staff’s 
implications, it could not find an instance where AIC had violated any accounting rules.  
AIC claims because it had followed all accounting rules and Commission orders related 
to purchase accounting, the Commission rejected Staff’s proposed adjustment to the 
common equity balance. 
 
 In Docket No. 11-0282, AIC says it proposed to remove from its common equity 
balance all effects of the accounting entries related to purchase accounting, in a manner 
consistent with the Commission’s Order in Docket No. 04-0294.  AIC notes that Staff 
expressed concern that AIC had not made an adjustment to reflect the absence of 
common dividends paid from the retained earnings associated with the purchase 
accounting.  Staff argued that dividends do not represent a reversal of purchase 
accounting adjustments to net income, because dividends are not paid specifically from 
a particular type of earnings. 
 
 According to AIC, the Commission found that Staff had failed to respond to AIC’s 
evidence showing that the purchase accounting adjustments were netted against 
goodwill, or to the evidence that the two items were intertwined in a manner that one 
element could not be extracted.  AIC says the Commission believed that, in this regard, 
Staff’s arguments were overly simplistic.  AIC says Staff also raised these same issues 
in Docket No. 12-0293.  AIC indicates the Commission adopted Staff’s imputed capital 
structure proposal, and therefore took no action on Staff’s purchase accounting 
adjustment.  AIC indicates that in the current proceeding Staff argues that AIC has not 
reversed $105 million of net income related purchase accounting adjustments for 
ratemaking purposes.  AIC insists it has reversed all net income related purchased 
accounting for ratemaking purposes. 
 
 AIC states that net income purchase accounting takes two forms, the first is an 
impact on revenue and expense balances on the income statement, and the second is 
the derivative effect of purchase accounting retained earnings.  AIC says the Order in 
Docket No. 04-0294 requires AIC to reverse the effect of push down accounting for 
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state regulatory purposes, and AIC claims it has done so consistently with respect to 
both forms of net income purchase accounting. 
 
 AIC says it has removed the effects of purchase accounting from the income 
statement balances of revenues and expenses in this case, including adjustments made 
to Account 926 to remove purchase accounting.  According to AIC, the elimination of 
purchase accounting within income tax expenses is accomplished through transition to 
the test year calculation that excludes purchase accounting on Part 285 Schedule 5a. 
 
 AIC contends it has also eliminated the derivative effects of purchase accounting 
related retained earnings from the retained earnings balance in this and past rate 
proceedings.  AIC claims its evidence reflects a detailed analysis of the derivative 
effects of purchase accounting related retained earnings.  For each year going back to 
2004, AIC says it has differentiated between net income attributable to purchase 
accounting and net income not attributable to purchase accounting.  AIC states that 
purchase accounting related net income, less the portion of common dividend payments 
attributed to purchase accounting net income, was calculated to determine if any 
ratemaking adjustment was needed to reverse the effects of purchase accounting for 
regulatory purposes. 
 
 According to AIC, although it cannot simply reverse the derivative effects of 
purchase accounting net income on its books, as Staff implies, AIC has reduced 
retained earnings with a ratemaking adjustment when the purchase accounting related 
to net income retained by AIC has a positive balance for the test year or reporting year 
for Form 21 ILCC.  AIC made such a ratemaking retained earnings adjustment since a 
portion of purchase accounting related retained earnings was retained by AIC.  AIC 
states subsequently, the balance of purchase accounting related retained earnings 
retained by AIC has been negative, and no adjustment has been made. 
 
 In this case, AIC says the calculated ratemaking retained earnings adjustment is 
negative, in the amount of $2,834,790.  AIC has not made an adjustment to add an 
amount to retained earnings (and thus to the common equity balance) to eliminate or 
reverse the negative balance.  If any adjustment were to be made, AIC claims an 
increase to common equity would be appropriate. 
 
 AIC states that Staff claims as the basis for its position that AIC “admitted” that it 
never reversed the effects of net income related to purchase accounting for ratemaking 
purposes.  AIC claims Staff mischaracterizes the referenced RMP 4.01 Response.  
According to AIC, the question asked, “Has Ameren subsequently reversed or written-
off the $63.7 million for financial reporting purposes in any financial reports…” not 
ratemaking purposes.  AIC says the response goes on to explain that the retained 
earnings adjustment was effectively eliminated through the payment of common 
dividends.  AIC avers that while a ratemaking retained earnings adjustment was made 
in Docket No. 07-0585 (cons.), none has been made since because the balance of 
purchase accounting related retained earnings has been $0, due to payment of 
dividends, or negative ratemaking retained earnings adjustment balances. 
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 Staff also suggests that AIC’s Account 114 balance does not include $105 million 
of net income-related purchase accounting adjustments that flowed through retained 
earnings, and this is contrary to the requirement of Docket No. 04-0294.  AIC claims 
Staff’s position conflates the requirement from Docket No. 04-0294 that AIC reverse the 
effect of push down accounting for state regulatory purposes with the Commission’s 
decision to adopt the recommendation of Staff witness Pearce that the impact of push 
down accounting should be collapsed into Account 114, plant acquisition adjustments, 
for all Illinois regulatory purposes.  According to AIC, the first requirement is broader, 
since it speaks to “effects of push down accounting” generally, while the second 
requirement refers more narrowly to Account 114.  AIC says Staff improperly assumes 
that the two requirements are one and the same.  AIC also contends that Staff’s position 
is flawed because it confuses Account 114, a balance sheet account, with AIC’s income 
statement and other financial statements, which are separate and distinct.  As a matter 
of accounting, AIC claims these financial statements cannot be intermingled, as would 
have to happen for the $105 million of income statement purchase accounting to be 
reflected in Account 114 as Staff suggests.  AIC argues that one cannot, as a matter of 
accounting, collapse income statement balances into a balance sheet account, as Staff 
proposes. 
 
 According to AIC, Staff’s proposal violates the Order in Docket No. 04-0294.  AIC 
claims Staff’s proposal to remove $105 million in net income purchase accounting fails 
to account for the fact that net income purchase accounting has been removed by AIC 
for ratemaking purposes, and in particular that the effect of net income purchase 
accounting on retained earnings has been eliminated through dividends.  AIC contends 
that Staff’s proposal, then, would have the effect of not reversing the effects of purchase 
accounting, in contravention of the Order in Docket No. 04-0294. 
 

b. Staff Position 
 
 Staff states that AIC's December 31, 2012, balance of common equity equals 
$2,325,236,365 before any adjustments.  From this balance, Staff says AIC subtracted 
the $356,284,459 of balance sheet purchase accounting adjustments that are collapsed 
into Account 114.  In addition to this, Staff subtracted $105,536,599 of income 
statement purchase accounting adjustments, which flowed through to retained earnings.  
Staff states that, as a condition of approval in Docket No. 04-0294, the Commission 
required AIC to reverse the effects of purchase accounting for ratemaking purposes and 
to reflect in Account 114 the impacts of all push down accounting for all Illinois 
regulatory purposes.   Staff claims AIC admits that it never reversed the net income 
related purchase accounting adjustments for ratemaking purposes, nor did AmerenIP.  
Staff also contends that AIC's Account 114 balance does not include $105.5 million of 
net income related purchase accounting adjustments, which flowed through retained 
earnings.  Staff believes net income-related purchase accounting adjustments have not 
been reversed through the reversal of Account 114’s effect on AIC’s balance of 
common equity as the Commission directed.  Additionally, Staff says the balance of 
common equity should be reduced by $50,640,711 to reflect the AFUDC calculation.  
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Staff indicates that these adjustments result in a common equity balance of 
$1,812,774,596. 
 
 In its Reply Brief, Staff recognizes that the Commission rejected a similar 
proposed common equity adjustment in Docket No. 12-0001.  Staff states in this 
proceeding, it is not contesting AIC’s claims that: (1) AmerenIP followed accounting 
rules when it adjusted its financial statements for purchase accounting as a 
consequence of its acquisition by Ameren; and (2) it followed accounting guidance in 
determining earnings available to common shareholders from purchase accounting net 
income and non-purchase accounting net income.  Staff claims its proposed adjustment 
to subtract from AIC’s common equity balance approximately $105.5 million of net 
income related purchase accounting adjustments is because AIC failed to follow the 
Commission’s Order in Docket No. 04-0294 to reverse all purchase accounting for 
ratemaking purposes and AIC's rationale for not making Staff’s proposed adjustment is 
flawed.  Staff says AIC argues that it has eliminated income statement purchase 
accounting adjustments by paying cash dividends, as shown in RMP 1.03 Attach.  Staff 
claims this is false.  Staff asserts that income statement purchase accounting 
adjustments will affect retained earnings until AIC reverses them for ratemaking 
purposes.  According to Staff, the end-of-period balance of retained earnings will always 
reflect net income-related purchase accounting regardless of any other increments 
(e.g., non-purchase accounting-related net income) or other decrements (e.g., 
dividends).  Staff asserts payment of dividends does not cancel out net income related 
purchase accounting. 
 
 Staff also contends AIC incorrectly argues that Ms. Phipps’ claim that common 
dividends cannot be paid out of retained earnings from purchase accounting is 
unsupported by accounting guidance for AIC’s reporting of retained earnings included in 
common equity.  Staff says Ms. Phipps did not assert that purchase accounting-related 
net income did not ultimately affect the balance of retained earnings.  Staff also says 
Ms. Phipps did not assert that dividend payments do not ultimately affect the balance of 
retained earnings. 
 
 Staff argues while cash is necessary to pay dividends, a positive balance of 
retained earnings is not.  Staff says AIC could not cite any law or accounting rule that 
requires that a company have a positive balance of retained earnings in order to pay 
dividends.  Staff claims the increase in AIC’s balance of retained earnings realized by 
AIC’s recording of purchase accounting related net income was not a necessary 
condition for the payment of dividends.  Staff says AIC’s recording of purchase 
accounting related net income did not make possible the payment of dividends that 
would have been impossible otherwise.  Staff finds it interesting AIC admits that Mr. 
Stafford was not following accounting guidance (or rules) when he allocated dividends 
to either purchase accounting net income or non-purchase accounting net income.  
Staff claims AIC admits all elimination of purchase accounting is for ratemaking 
purposes.  Staff concludes there is no merit to AIC’s claim that Ms. Phipps’ proposal to 
reverse net income purchase accounting adjustments violates accounting guidance (or 
rules).  In Staff's view, this is similar to the Commission’s requirement that AmerenIP 
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collapse all purchase accounting adjustments into Account 114, which is also a 
ratemaking adjustment that is not based on accounting guidance (or rules).  Staff insists 
accounting rules do not dictate ratemaking adjustments. 
 
 In Staff's view, the Commission should not allow AIC to confuse an issue that, in 
the end, Staff believes is very straightforward.  Staff says in Docket No. 04-0294, the 
Commission ordered AmerenIP to reverse all purchase accounting for ratemaking 
purposes.  Staff claims AmerenIP failed to comply with that directive.  Staff says the 
Commission did not limit its directive to that portion of net income related purchase 
accounting adjustments that had been collapsed into Account 114 (i.e., $356,284,459).  
Staff claims it did not carve out an exception for purchase accounting adjustments that 
had flowed into retained earnings through the income statement.  Staff contends the 
Commission did not provide AmerenIP an alternative to reversing its purchase 
accounting adjustments such as through common dividend “offsets.”   According to 
Staff, AIC's arguments would have the Commission believe that such fictional 
exceptions or carve outs were part of that directive.  Staff argues such unfounded and 
unsubstantiated claims should be rejected.  Staff believes only the adoption of its 
adjustment to AIC’s common equity balance will result in compliance with the 
Commission’s Order in Docket No. 04-0294. 
 

c. IIEC Position 
 
 IIEC believes AIC has failed to correctly adjust its common equity balance with 
regard to goodwill.  AIC recorded $411 million of goodwill asset as of March 31, 2013 
based on its FERC Form 3-Q.  IIEC says AIC only subtracted approximately $357 
million from its common equity balance.  IIEC is proposing to subtract an additional 
$54.4 million to reflect the difference between AIC’s $356 million self-adjustment and 
AIC’s $411 million of goodwill assets. 
 
 AIC contends that by subtracting the entire goodwill balance of $411 million 
without netting all other purchase accounting adjustments, IIEC is overstating the 
required reduction to common equity and is contrary to Orders in Docket Nos. 04-0294 
and 11-0282.  AIC asserts the Staff attempted a similar adjustment in Docket No. 11-
0282 and the Commission found Staff’s proposal to be “overly simplistic” and concluded 
the record supported AIC’s position that purchase accounting and goodwill are 
intertwined and AIC’s adjustment reflected a netting of accounting adjustments against 
the goodwill balance. 
 
 IIEC claims it may appear that its adjustment is contrary to Orders in Docket Nos. 
04-0294 and 11-0282 but this proposal is not contrary to Section 16-108.5(c)(2) of the 
Act, which states the performance-based formula rate approved by the Commission 
shall reflect the utility’s actual capital structure for the applicable calendar year, 
excluding goodwill.  IIEC believes the formula rate law is not ambiguous and 
contemplates the exclusion of goodwill when determining the utility’s actual capital 
structure.  AIC cites the same language but continues to make an adjustment to its 
capital structure that does not reflect the entire amount of the goodwill asset. 
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 IIEC argues that in contrast to the clear language of the statute, AIC proposed to 
adjust the actual year end capital structure to reverse purchase accounting transaction 
made before the start of the applicable calendar year.  IIEC claims the adjustment does 
not remove the amount of common equity in the applicable year that is supporting the 
goodwill recorded in the applicable year as mandated by the statute.  IIEC contends that 
rather, AIC proposes to also adjust the actual year end capital structure to remove the 
effects of purchase accounting that was the subject of rate orders and accounting 
transaction recorded before the formula rate process was approved.  In IIEC's view, 
making purchase accounting adjustments to the actual year-end capital structure is not 
permitted under the formula rate because it alters the actual year end capital structure.  
IIEC says the formula rate requires the use of year end capital structure unless it is 
shown to be unjust and/or unreasonable.  IIEC claims AIC has not made a showing that 
its proposed capital structure is just and reasonable. 
 
 IIEC asserts AIC is manipulating the actual year end capital structure by 
removing the effect of purchase accounting that was the subject of rate orders, Docket 
Nos. 04-0294 and 11-0282, and accounting transactions that were recorded prior to the 
approval of the formula rate process.  IIEC argues making purchase accounting 
adjustments to the actual year-end capital structure is not permitted under the formula 
rate because it alters the actual year end capital structure, without excluding all goodwill 
from that capital structure. 
 
 IIEC says AIC's central argument to support its adjustment is that it has been 
done this way in the past, citing to Commission’s Orders in Docket Nos. 04-0294 and 
11-0282.  IIEC maintains these Orders were entered prior to the approval of the formula 
rate process and therefore the Commission could and should reconsider the adjustment 
based on the new law which requires that goodwill (not a portion of goodwill) be 
excluded from the capital structure.  IIEC also says Commission decisions are not res 
judicata.  IIEC also says the record in this proceeding is the exclusive lawful basis of a 
decision in this case.  As such, IIEC says the Commission must decide each case 
based on the record before it, irrespective of prior decisions on a particular issue. 
 

d. Commission Conclusion 
 
 With regard to AIC's common equity balance, the parties again made extensive 
arguments.  In light of the Commission's adoption of Staff's imputed capital structure 
above; however, the Commission finds that no action need be taken regarding AIC's 
common equity balance. 

 
3. Balance and Embedded Cost of Long-Term Debt 

 
a. AIC Position 

 
 AIC urges the Commission to reject Staff’s hypothetical and imputed capital 
structure and approve AIC’s actual capital structure for year-end 2012.  AIC believes the 
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Commission should approve AIC’s long-term debt balance of $1.595 million, which 
comprises 44% of that actual capital structure.  AIC says that debt balance includes the 
redemption cost AIC actually incurred in 2012 in connection with a debt refinancing 
transaction that yielded positive net present value economics.  Staff proposes to 
disallow a majority of that cost.  Apart from its proposed hypothetical capital structure, 
which AIC claims is neither supported by the law nor the record evidence, Staff believes 
the Commission should approve a long-term debt balance less than that actually held 
by AIC in 2012.  AIC argues that while its position is premised on the prudency of the 
transaction, Staff’s is premised on a misapplication of Commission precedent.  AIC 
believes Staff’s position is also legally untenable, and it results in a grossly 
disproportionate impact on AIC’s revenue requirement.  Ultimately, AIC says the 
question is whether AIC’s redemption of the debt in 2012 was prudent. 
 
 In October 2008, during the height of the financial crisis, AmerenIP issued $400 
million of debt with a coupon rate of 9.75% due in 2018.  In October 2010, AmerenIP 
merged with AmerenCILCO into AmerenCIPS, forming AIC.  In July 2012, AIC 
announced a tender offer to repurchase the 9.75% notes, and in August 2012, it 
redeemed $87.1 million of the notes upon the payment of premiums totaling $33.4 
million.  The same month, AIC issued $400 million of 2.70% senior secured notes due in 
2022.  AIC used the net proceeds of that refunding issue to fund the premium cost of 
the 9.75% bond redemption.  AIC claims the combined transaction yielded positive net 
present value economics on a matched maturity basis and resulted in annual interest 
savings for AIC.  AIC says it lowered the average cost and extended the average 
maturity of AIC’s long-term debt portfolio, and mitigated the refinancing risk associated 
with AIC’s 2018 debt tower.  According to AIC, the combined transaction was an 
economically favorable one, and the associated cost to redeem the 9.75% bonds was 
prudently incurred. 
 
 AIC notes Staff would disallow a majority of that cost.  Staff recommends that the 
Commission disallow 57.41% of the premiums paid by AIC to redeem the 9.75% bonds, 
which equates to zero recovery on the first $50 million of the $87.1 million of bonds 
redeemed.  Staff bases its proposal on the Commission’s orders in AIC’s last two gas 
rate cases: Docket Nos. 09-0306, et al. (cons.) and 11-0282.  AIC claims the issues and 
facts in those cases are different from those at bar.  In AIC's view, any adjustment to 
AIC’s long-term debt balance premised on those dockets is misplaced and should be 
rejected. 
 
 AIC says in Docket No. 09-0306, the Commission addressed the issue of 
whether the principal amount of the October 2008 AmerenIP debt issuance should be 
included in that utility’s test year capital structure.  The Commission found AmerenIP 
had issued $50 million more long-term debt than it required for utility operations and, as 
such, $50 million of the principal amount of the 9.75% debt issuance should not be 
included in AmerenIP’s long-term debt balance.  In Docket No. 11-0282, AIC says the 
Commission again addressed the propriety of, and disallowed, $50 million of the $400 
million principal of the 9.75% bond issuance, this time for the purpose of calculating the 
now-merged utilities’ embedded cost of long-term debt.  Staff relies on these orders to 
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propose here that AIC not recover the cost it incurred to redeem the first $50 million of 
the $87.1 million in 9.75% bonds that it redeemed in 2012. 
 
 According to AIC, the issue in this case is different than in the previous dockets.  
AIC says the issue here is the cost AIC incurred in 2012 to redeem a portion of the 
October 2008 9.75% bond issuance in connection with a transaction that secured for 
AIC a lower rate and extended the maturity of its long-term debt.  AIC argues the 
Commission’s past disallowance of a portion of the total principal 9.75% issuance is 
irrelevant.  AIC claims it does not warrant an automatic adjustment to the premiums AIC 
paid in 2012 to redeem that debt. 
 
 AIC asserts that the facts of this case also are different from the facts of Docket 
Nos. 09-0306, et al. (Cons.) and 11-0282.  When the Commission reviewed the 
AmerenIP October 2008 debt issuance in Docket No. 09-0306, et al. (Cons.), AIC says 
AmerenIP, AmerenCIPS, and AmerenCILCO were separate legal entities with separate 
capital structures and separate rates.  AIC says the Commission premised its 
adjustment in that case on the propriety of an intercompany loan among those separate 
legal entities, specifically from AmerenIP to AmerenCIPS.  AIC states that the view 
proffered by Staff in those dockets, and accepted by the Commission, was that 
AmerenIP should have called back the $50 million money pool loan made to 
AmerenCIPS in October 2008 instead of issuing all $400 million in long-term debt.  AIC 
says the concern was cross-subsidization between AmerenIP and AmerenCIPS. 
 
 According to AIC, this case involves AIC, which was formed upon merger of 
those entities.  AIC argues that merger negates any cross-subsidization concern.  AIC 
says it has a capital structure that is common to all rate zones and that incorporates 
each of the merged entities.  AIC claims the $50 million in question is a necessary 
component of AIC’s capital structure.  AIC argues that whether AmerenIP or 
AmerenCIPS ultimately required the debt is irrelevant to AIC’s current capital structure.  
AIC contends that since the $50 million of long-term debt was required by AIC, any cost 
disallowance associated with tender of the bonds is unwarranted. 
 
 In AIC's view, the Commission should premise recovery of the redemption cost at 
issue on the law, and AIC believes under the law, AIC is entitled to recover its prudently 
incurred costs in providing service.  AIC says the EIMA specifically mandates recovery 
of the utility’s actual costs of delivery services that are prudently incurred and 
reasonable in amount consistent with Commission practice and law.  With regard to 
capital structure, AIC claims the plain language of Section 16-108.5(c)(2) requires 
formula rates that reflect the utility’s actual capital structure for the applicable calendar 
year, excluding goodwill, subject to a determination of prudence and reasonableness 
consistent with Commission practice and law.  AIC says the Commission defines 
prudence as that standard of care which a reasonable person would be expected to 
exercise under the same circumstances encountered by utility management at the time 
decisions had to be made.  In evaluating the prudency of a management decision, AIC 
says hindsight review is impermissible.  AIC also says the Commission has cautioned, 
imprudence cannot be sustained by substituting one’s judgment for that of another. 
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 AIC claims Staff does not dispute that AIC’s 2012 redemption of the 9.75% 
bonds was prudent.  AIC insists that redemption combined with the 2.70% reissuance 
represents an economically favorable transaction.  AIC contends that when utility bonds 
near or reach their maturity, generally, they are refinanced or replaced with a bond that 
matures at a time farther into the future, to mitigate the utility’s financing risk.  AIC also 
says when the opportunity exists, the utility will replace a bond with a high coupon rate 
with a bond with a lower coupon rate to reduce the utility’s costs, which ultimately 
benefits its customers.  AIC claims that is precisely what happened here.  AIC says the 
combined 2012 transaction resulted in positive net present value economics on a 
matched-maturity basis, reduced AIC’s average cost of debt, and extended the average 
duration of the AIC’s long-term debt portfolio.  AIC argues even if AmerenCIPS had paid 
back the $50 million loan in 2008 and replaced it with its own long-term debt, AIC likely 
would have redeemed that debt in 2012 as well, given the new rate of 2.70%, which is 
much lower than the relatively high interest rates experienced during the 2008 credit 
crisis.  According to AIC, the combined 2012 transaction was financially sound, and it 
benefited both AIC and its customers.  AIC assert it reflects AIC management’s prudent 
judgment.  In AIC's view, to suggest that AIC should not have redeemed the bonds in 
2012 and incurred the attendant cost would be to substitute hindsight review for that 
prudent judgment.  AIC insists that is not a legally sustainable basis on which to 
disallow any portion of the cost of the 2012 transaction, including the premiums paid by 
AIC to redeem the bonds. 
 
 AIC believes the Commission also should reject Staff’s adjustment because it is 
disproportionate.  In Docket No. 11-0282, AIC says the Commission approved full 
recovery at 9.75% of $350 million of the $400 million total issuance.  AIC also says it 
allowed recovery of the remaining $50 million at the weighted average cost of debt for 
Ameren, 7.39%.  In other words, AIC states the Commission approved 100% recovery 
of the actual cost of debt on $350 million of the issuance, and approximately 75% 
recovery on the remaining $50 million.  AIC says that equates to a disallowance of 
approximately 3% of the total cost of the 9.75% debt.  For this reason, in accordance 
with Docket No. 11-0282, AIC says its 2012 actual capital structure reflects a cost for 
the first $50 million of the debt issuance at 7.31%, rather than the coupon rate of 9.75%.  
AIC complains that here, Staff would disallow a majority, 57.41%, of the cost to redeem 
the debt.  AIC says Staff’s proposal effectively disallows entirely the redemption cost 
associated with the first $50 million of the $87.1 million of the bonds AIC redeemed.   
AIC asserts that adjustment has an annual revenue requirement impact of 
approximately $1 million.  In AIC's view, it is inconsistent with the Commission’s prior 
3% adjustment, and it unduly punishes AIC for what it believes was prudent 2012 
refinancing action.  AIC urges the Commission to reject Staff’s adjustment, and allow 
AIC to recover in full the costs it incurred in connection with that transaction. 
 
 AIC claims its 2012 embedded cost of long-term debt is 7.31%.  Staff proposes a 
reduced cost of long-term debt of 7.10%.  AIC says the difference is largely attributable 
to the rebalancing implications of Staff’s adjustment to remove a majority of AIC’s 2012 
refinancing transaction.  AIC believes the Commission should not approve Staff’s 
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adjustment; likewise, it should not approve a reduction to AIC’s 2012 cost of long-term 
debt. 
 
 AIC alleges that Staff, for the first time in its Initial Brief, asserts a new basis for 
its recommendation to disallow a majority of the cost AIC incurred in 2012 to refinance 
certain long-term debt.  Staff claims in its view, the recoverability of the 9.75% bond 
redemption costs is directly related to how the proceeds from the 2.7% bonds are 
assigned.  AIC says Staff then states that AIC chose to assign $50 million of the 2.7% 
bond proceeds to eliminate the $50 million cost of debt the Commission imputed to 
neutralize the effect of that imprudently issued debt on AIC’s embedded cost of debt.  
AIC complains that no witness testified as to how the proceeds were “assigned” and 
Staff provides no record cite for its statement.  AIC argues that if this was Staff’s view, it 
should have asserted it in testimony.  AIC says it has had no opportunity to respond or 
to present evidence demonstrating the manner in which it “assigned” the proceeds from 
the 2.7% bonds. 
 
 AIC suggests Staff raises its “assignment” argument for the first time in its Initial 
Brief because it lacks record evidence to counter AIC’s position that Staff’s proposal is 
disproportionate.  AIC maintains the Commission’s Order in Docket No. 11-0282 
approved all but 3% of the total cost of the 9.75% debt.  AIC complains Staff 
recommends that the Commission disallow 100% of the cost AIC incurred to redeem 
the first $50 million of the $87.1 million of 9.75% bonds it redeemed in 2012.  AIC claims 
Staff’s proposal would unduly punish AIC for a refinancing transaction that Staff 
concedes was not imprudent.  AIC argues because that transaction was prudent, the 
Commission should not disallow any of the cost AIC incurred to accomplish it. 
 
 AIC contends that regardless, the manner in which AIC “assigned” the proceeds 
of its 2012 bond redemption is beside the point.  In AIC's view, the point is that the 
transaction was prudent and reflects AIC management’s prudent judgment.  AIC says it 
resulted in positive net present value economics on a matched-maturity basis, reduced 
AIC’s average cost of debt, and extended the average duration of its long-term debt 
portfolio.  AIC believes the 2012 combined transaction was financially sound, and Staff 
does not, and cannot, suggest otherwise.  AIC also asserts that as a consolidated entity 
it required the $50 million of 9.75% long-term debt the Commission adjusted in prior 
dockets in its capital structure, and it would have redeemed the debt in 2012 at a lower 
interest rate despite that prior adjustment because that is the prudent thing to do.  If the 
Commission adopts Staff’s position in this case and disallows any of the cost actually 
incurred by AIC in connection with that prudent transaction, AIC says it will penalize AIC 
for its prudency, and it could discourage AIC or other Illinois utilities from undertaking 
debt refinancing transactions that ultimately benefit both the utility and its customers. 
 

b. Staff Position 
 
 Staff calculates a December 31, 2012 long-term debt balance of $1,570,422,922, 
which reflects the $1,614,293,588 carrying value for AIC's long-term debt, less 
$43,870,666, which is the amount of long-term debt already incorporated in the AFUDC 
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calculation.  Staff witness Phipps recommends a 7.10% embedded cost of long-term 
debt. 
 
 In addition to removing the remaining CWIP from the long-term debt balance, 
Staff adjusted the debt expense associated with the 2.70% senior secured notes that 
AIC issued during August 2012 and extended the end of the amortization period for the 
reacquired 2000A bonds from the original 2014 maturity date to 2022.  Staff says those 
adjustments had a negligible effect on the December 31, 2012 long-term debt balance. 
 
 Staff’s long-term debt balance differs from AIC's primarily due to Staff’s proposal 
to limit the amount of recoverable loss associated with $87.1 million of 9.75% bonds 
that AIC redeemed during August 2012 with the proceeds of the $400 million worth of 
2.70% bonds that AIC issued during August 2012.   
 
 Staff states if all $400 million of AIC’s 9.75% bonds had been previously found to 
be prudently issued, the recoverability of the cost of redeeming $87.1 million of those 
bonds would not be an issue in this proceeding.  Staff says, however, the Commission 
has previously found that $50 million of the 9.75% bonds had been issued imprudently.  
In Staff's view, the recoverability of the bond costs associated with the redemption of 
$87.1 million of the 9.75% bonds is directly related to how the proceeds from the 2.7% 
bonds are assigned.  Staff says AIC chose to assign $50 million worth of the 2.7% bond 
proceeds to eliminate the $50 million of debt that the Commission previously found to 
have been imprudently issued.  Therefore, Staff believes a pro rata share of the 2.7% 
bonds’ redemption costs (or $50 million commensurate to the imprudent $50 million 
debt issuance) should be disallowed.  Staff argues that since the $50 million of 
disallowed 9.75% bonds composes 57.41% of the $87.1 million of 9.75% bonds 
redeemed, 57.41% of the cost to redeem the 9.75% bonds should be disallowed.  Staff 
says AIC’s cost to redeem the 9.75% bonds would have been lower had it not issued 
the $50 million of 9.75% bonds that the Commission disallowed.  It is Staff's position 
that AIC should not be allowed to recover redemption costs associated with bonds that 
the Commission has previously found to have been imprudently issued. 
 
 According to Staff, AIC errs when it describes the Commission’s concern with the 
original disallowance of $50 million 9.75% bonds as a cross-subsidization issue 
between AmerenIP and AmerenCIPS.  Staff says the Commission never described the 
$50 million in excess 9.75% bonds as a cross subsidization issue; rather, it framed its 
concern as a prudence issue (i.e., Did AmerenIP issue more long-term debt than was 
required?). 
 
 Staff believes the Commission’s Order indicates that while AmerenIP’s loan to 
AmerenCIPS was the more important reason the Commission disallowed $50 million of 
long-term debt that AmerenIP did not require for utility operations, it was not the only 
reason.  Staff says although AmerenIP’s loan to AmerenCIPS contributed to the 
former’s $400 million balance of short-term debt, as noted in the Commission Order, 
AmerenIP could have reduced its $400 million long-term debt borrowing to $350 million 
had it not inexplicably taken a short-term $60 million loan from Ameren only to repay it 
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two days later, the proceeds of which AmerenIP never used.  In Staff's view, the 
language in the Commission’s Order referring to the AmerenIP to AmerenCIPS loan is 
not exclusionary. 
 
 Staff also argues that even if one were to wrongly interpret the disallowance of 
$50 million of the 9.75% bond issue as arising wholly from an improper cross-
subsidization of AmerenCIPS, the ratemaking consequences of such cross-
subsidization did not vanish with the merger of AmerenIP and AmerenCIPS.  Staff says 
the October 2010 merger of the Ameren utilities has no bearing on the disallowance in 
question because prudence determinations are based on the facts and circumstances 
at the time of the transaction in question and the consequences of the disallowed costs, 
not on subsequent events.  In Staff's view, AIC’s proposal is akin to a utility asking to 
recover the cost of demolishing plant that the Commission previously disallowed from 
rate base because such plant was not required for providing utility service.  Staff 
believes AIC proposal would contravene the Commission’s prior determination that AIC 
improperly issued $50 million more of long-term debt than required for its utility 
operations. 
 
 Staff states in Docket No. 11-0282, AIC argued that AmerenIP’s actions were 
prudent during 2008 given the circumstances in the financial markets at that time, 
Staff’s adjustment was based on hindsight and, consequently, unfair, and cross-subsidy 
concerns are no longer valid given the merger of AmerenIP and AmerenCIPS in 2010.  
Staff says the Commission’s Order in that case rejected those arguments by AIC. 
 
 AIC also argues Staff’s adjustment in this case is “grossly disproportionate” from 
the adjustment in Docket No. 11-0282 because in that case, the Commission assigned 
a 7.39% cost to $50 million of the 9.75% bonds, which AIC equates to a 3% 
disallowance of the total cost of the 9.75% debt.  AIC compares this percentage to the 
annual revenue requirement impact of approximately $1 million resulting from Staff’s 
proposed adjustment in this case.  According to Staff, AIC never explains the calculation 
for its estimate of an annual revenue requirement impact.  Staff also believes AIC errs 
by making an improper “apples to oranges” comparison of the revenue requirement 
effect, in dollars, of Staff’s proposed disallowance in the instant case versus the 
percentage effect of the interest expense disallowance in Docket No. 11-0282.  Staff 
claims this argument should not be given any weight.  Staff also says if the Commission 
applied the same type of adjustment in this case as it did in Docket No. 11-0282, the 
dollar effect would be greater in this case due to the lower embedded cost of debt for 
2012. 
 
 Staff believes AIC errs when it alleges in accordance with Docket No. 11-0282, 
AIC’s 2012 actual capital structure reflects a cost for the first $50 million of the debt 
issuance at 7.31%, rather than the coupon rate of 9.75%.  Staff says AIC did not assign 
the embedded cost of debt to the $50 million of imprudently issued 9.75% bonds.  
Rather, Staff says AIC removed the imprudently issued 9.75% bonds and replaced it 
with $33,962,016 in redemption costs with an annual expense of $3,513,312. 
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 Staff says in Docket No. 11-0282, it recommended assigning $350 million of the 
$400 million bonds the actual interest rate of 9.75% and $50 million of the $400 million 
bonds an interest rate that equaled the embedded cost of long-term debt because 
removing $50 million in 9.75% bonds from AIC’s long-term debt for the purpose of 
calculating the long-term debt balance would have the perverse result of a disallowance 
that increased AIC’s rate of return on rate base due to a shift in capital structure weights 
from lower cost debt to higher cost common equity.  Staff asserts in Docket No. 11-
0282, the Commission effectively reduced the interest rate on $50 million of the 9.75% 
bonds to 7.39%.  Staff says this results in a disallowance of $1.18 million of interest 
expense from the calculation of the embedded cost of debt (i.e., [9.75% - 7.39%] × $50 
million = $1.18 million).  Staff contends a similar disallowance in this case would result 
in $1.325 million in disallowed interest expense (i.e., [9.75% - 7.10%] × $50 million = 
$1.325 million).  Staff contends in contrast, in Docket No. 09-0306 et al. (Cons.), the 
Commission disallowed interest expense totaling $4.875 million (i.e., 9.75% × $50 
million).  According to Staff, the Commission has authorized a range of disallowances 
depending upon the adjustment required to effectuate removal of $50 million of the 
9.75% bonds that were not required for utility operations in previous cases.  Staff 
believes it is important that in this case, AIC chose the path that led to a greater 
adjustment than would have occurred had it chosen to reduce the balance of prudently 
issued 9.75% bonds by the full $87.1 million of redemption proceeds rather than 
assigning $50 million of those proceeds to the elimination of the $50 million of 
imprudently issued 9.75% bonds. 
 
 According to Staff, AIC speculates that even if AmerenCIPS had paid back the 
$50 million loan in 2008 and replaced it with its own long-term debt, AIC likely would 
have redeemed that debt in 2012 as well, given the new rate of 2.70%, which is much 
lower than the relatively high interest rates experienced during the 2008 credit crisis.  
Staff says when asked to specify how AmerenCIPS would have raised capital in lieu of 
borrowing from AmerenIP during October 2008, Mr. Martin states he cannot comment 
with any degree of certainty or specificity as to what AmerenCIPS would have done in 
2008 if AmerenIP had not loaned AmerenCIPS $50 million.  Staff says he suggests 
AmerenCIPS would have borrowed $50 million from its credit facility in October 2008 
and then eventually issued $50 million in long-term debt.  Staff concludes AIC does not 
know how AmerenCIPS would have replaced the loan from AmerenIP, let alone the 
interest rate, maturity date, and the terms for redeeming this hypothetical debt issue 
before its maturity date.  Staff asserts the feasibility and cost of redeeming that 
hypothetical debt before its maturity debt would depend on its terms. 
 
 Staff argues that in this "alternative reality," in which AmerenIP had issued only 
$350 million of 9.75% bonds and AmerenCIPS had issued $50 million of bonds at an 
unknown interest rate, an unknown maturity date, and on unknown terms for early 
redemption, the possibility remains that AIC would have still redeemed $87.1 million of 
AmerenIP’s 9.75% bonds.  Staff claims the critical difference under this scenario is that 
the outstanding balance of 9.75% bonds would be not $312.9 million, as AIC proposes 
(i.e., $400 million original issue amount less $87.1 million in redemptions), but $262.9 
million (i.e., $350 million of prudently issued 9.75% bonds less $87.1 million in 
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redemptions), thus, reducing the burden of 9.75% debt by an additional $50 million.  
Staff contends that in any event, the premiums associated with the 9.75% bonds would 
likely exceed any premiums associated with hypothetical lower rate bonds, given that, 
as a general rule, higher coupon rate debt requires a higher premium to entice 
bondholders to tender their securities.  Staff says one simply has to pay more to get an 
investor to give up a bond paying 9.75% than one has to pay to get an investor to give 
up a bond paying 6.25%.  Staff believes AIC attempts to improperly substitute hindsight 
for that of prudent judgment. 
 

c. Commission Conclusion 
 
 With regard to AIC's balance of long-term debt, in light of the Commission's 
adoption of Staff's imputed capital structure above, the Commission finds that no action 
need be taken regarding AIC's long-term debt balance. 
 
 With regard to AIC's cost of long-term debt, there is one dispute between AIC 
and Staff that must be resolved.  Staff argues that a downward adjustment to AIC's cost 
of long-term debt is necessary to reflect the fact that the Commission previously 
concluded AmerenIP made an imprudent decision in issuing long-term debt.  Staff 
claims its proposed adjustment is necessary to reflect the impact of AmerenIP's 
imprudent decision on AIC's cost of long-term debt during 2012.  For the reasons 
summarized above, AIC does not believe Staff's proposed adjustment is necessary or 
appropriate. 
 
 The Commission previously found AmerenIP made an imprudent decision that 
caused its cost of long-term debt to be higher than necessary.  In Docket No. 09-0306 
the Commission found, in part, "that AmerenIP issued more long-term debt than 
required for AmerenIP's utility operations, especially at a time when AmerenCIPS was 
relying on low cost money pool funds, contributed in part by AmerenIP, rather than 
resorting to the issuance of costly long-term debt."  The Commission concluded, "[t]he 
Commission agrees with Staff that AmerenIP's proposal would unnecessarily burden 
ratepayers with $50 million in excess debt at a relatively high interest rate of 9.75%.  
The Commission will, therefore, adopt Staff's proposed long-term debt balance for 
AmerenIP for the purposes of this proceeding."  Final Order at 143, Docket Nos. 09-
0306-09-0311 (Cons.).  We affirmed our decision in Docket No. 11-0282.  Order at 75-
76, Docket No. 11-0282. 
 
 In 2012, AIC issued $400 million of 2.7% bonds, $87.1 million of the proceeds of 
which were used to redeem the same amount of 9.75% bonds.  AIC used the net 
proceeds of that refunding issue to fund the premium cost of the 9.75% bond 
redemption. 
 
 Given the Commission's findings in the earlier dockets regarding the $50 million 
of excess, high-cost debt, Staff's proposed adjustment would remove the portion of the 
redemption costs associated with $50 million of the $87.1 million redemption. 
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 If the Commission were to pass all the costs of the 2012 redemption on to 
ratepayers, it would burden current customers with the effects of AmerenIP's 2008 
actions which were found by the Commission to be imprudent.  That is, while the 
actions found to be imprudent were those taken in 2008, not 2012, AIC's proposal would 
adversely impact current customers by imposing on them the cost of redeeming long-
term debt that the Commission has previously determined should not have been issued 
in the first place.  Based upon the record in its entirety, the Commission finds Staff's 
proposed adjustment to AIC's cost of long-term debt to be necessary and appropriate.  
The Commission concludes that AIC's cost of long-term debt is 7.10% for purposes of 
this proceeding. 
 

4. Balance and Embedded Cost of Short-Term Debt, including 
Cost of Credit Facilities 

 
a. AIC Position 

 
 AIC says the parties agree that the balance and cost of AIC’s short-term debt, 
excluding credit facility fees, should be 0.00%.  The only dispute concerns the weighted 
cost of AIC’s credit facilities to incorporate into its 2012 capital structure.  AIC believes 
its overall cost of capital should reflect the actual cost AIC incurred to use its credit 
facilities that year.  Staff, however, proposes to adjust AIC’s credit facilities fees to a 
level, which in AIC's view, is based on a misapplication of Section 9-230 of the Act and 
"speculation" as to what a third-party, S&P, might do in the future.  AIC believes the 
Commission should approve an overall cost of capital that incorporates AIC’s actual 
credit facility fees in 2012. 
 
 AIC proposes a weighted cost of 0.07% for its credit facilities fees, which reflects 
the fees AIC actually incurred in 2012 to use its credit facilities.  AIC claims those fees 
are fair, reasonable, and consistent with the market.  AIC says one of the credit facility 
fees AIC incurred in 2012 is an annual interest rate that varies with AIC’s credit ratings 
from Moody’s and S&P.  Based on AIC’s 2012 ratings of Baa2 and BBB from Moody’s 
and S&P, respectively, in 2012, AIC says this annual fee was calculated at LIBOR plus 
2.25% and applied to the balance of AIC’s credit facilities.  That is the rate AIC used to 
calculate the weighted cost of its credit facilities in this proceeding. 
 
 Staff proposes to recalculate that actual 2012 rate to reflect what the rate would 
be if S&P upgrades AIC’s credit rating in the fourth quarter of 2013.  AIC says if S&P 
upgrades AIC to BBB+, it will reduce the subject fee to LIBOR plus 1.75%.  From this, 
Staff derives its proposed weighted cost of credit facility fees of 0.06%.  According to 
AIC, Staff bases its speculation on a single S&P publication, its March 14, 2013 
Research Update for Ameren.  According to Staff, the report suggests S&P might 
upgrade AIC upon the divestiture of Ameren’s merchant generation affiliate in 
December 2013.  From this Staff concludes, absent its affiliation with that entity, AIC’s 
senior unsecured credit rating from S&P would be higher, and its annual credit facility 
pricing rate would be lower.  AIC says the March 2013 report states an upgrade will 
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depend on Ameren’s achievement of forecast financial measures, rate case outcomes, 
and the timing of the divestiture. 
 
 According to Ameren, the June 2013 S&P report adds another qualifier: 
“Important to the company’s credit rating is its ability to demonstrate improved effective 
management of regulatory risk within Illinois, which we assess as less credit 
supportive.”  (AIC Reply Brief at 59, citing Staff Ex. 9.0, Attach. F at 3; Ameren Ex. 13.0 
(Rev.) at 11)  In AIC's view, Staff disregards the context of S&P’s upgrade prediction, 
but believes the Commission’s decision on this issue should not be so narrowly 
focused. 
 
 AIC insists its prudently managed actual 2012 year-end capital structure should 
not be substituted with a hypothetical one based on conjecture as to its association with 
an unregulated affiliate.  AIC says the S&P report on which Staff relies is forward-
looking; it is not applicable to the 2012 period at issue in this proceeding.  AIC claims 
Staff’s position ignores it is just as easy to speculate as to occurrences that would drive 
AIC’s credit rating down, such as continued, successive counter-constructive rate 
proceedings.  AIC says S&P identifies in its report offsetting risks that could preclude an 
upgrade. 
 
 In AIC's view, the problem with Staff’s position is that no one can predict with 
certainty the actions of the ratings agencies.  As such, AIC believes it is more 
reasonable to calculate AIC’s credit facility fee based on its actual credit rating in effect 
as of December 31, 2012, as AIC has done, in calculating its overall cost of capital in 
this proceeding. 
 
 AIC says Staff discusses an S&P upgrade as if it were a foregone conclusion.  
Staff asserts S&P has clearly stated that AIC’s corporate credit rating absent AIC’s 
affiliation with merchant generation operations would be at least one notch higher.  AIC 
claims S&P has done no such thing.  AIC believes it is just as easy to speculate as to 
occurrences that could drive AIC’s credit rating down as up. 
 
 According to AIC, Staff considers an upgrade a certainty.  AIC claims Staff 
persists in this position because Staff has no other argument for an adjustment under 
Section 9-230 of the Act.  AIC insists the March 2013 S&P report does not support the 
conclusion that there is any increased cost of capital due to affiliation.  AIC contends 
Staff has not otherwise shown AIC’s 2012 credit facilities costs were the result of its 
affiliation with Ameren’s merchant generation operations.  AIC says there is no record 
evidence that AIC’s affiliation with any other Ameren subsidiary affected its 2012 cost of 
debt, including its credit facilities fees.  AIC maintains in 2012 it issued debt at 2.70%, a 
record-low 10-year coupon rate for the Company. 
 

b. Staff Position 
 
 Staff states AIC’s credit ratings from Moody’s and S&P directly affect the amount 
of the annual facility fee associated with AIC’s credit facility.  AIC’s current issuer rating 
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from Moody’s is Baa2 and AIC’s corporate credit rating from S&P is BBB, with a positive 
outlook.  Staff says S&P notes that the placement of AIC’s ratings on CreditWatch with 
positive implications reflects the high probability of a further upgrade following the 
completion of the merchant sale, which is expected to close in the fourth quarter of 
2013.  According to Staff, S&P has stated that AIC’s corporate credit rating absent AIC’s 
affiliation with merchant generation operations would be at least one notch higher, or 
BBB+.  Staff asserts that to comply with Section 9-230 of the Act, which prohibits 
including in a utility’s allowed rate of return any increased cost of capital which is the 
direct or indirect result of the public utility’s affiliation with unregulated or non-utility 
companies, the Commission must calculate the recoverable credit facility interest rate 
based on at least an S&P credit rating of BBB+.  Staff says according to the pricing 
schedule for the AIC credit facility, with credit ratings of Baa2/BBB+, AIC would be a 
Level II borrower, and as such, AIC’s credit facility fee rate would equal 0.175%. 
 
 AIC argues it is more reasonable to calculate AIC’s credit facility fee based on its 
credit rating in effect as of December 31, 2012, as AIC has done, in calculating its 
overall cost of capital in this proceeding.  Staff says Illinois courts have specifically 
addressed this issue regarding the interpretation of Section 9-230 of the Act.  (Id. at 55, 
citing Illinois Bell Telephone Co. v. Illinois Commerce Comm’n, 283 Ill. App. 3d 188, 207 
(2d Dist. 1996)) 
 
 It is Staff's position that as a matter of law, Section 9-230 of the Act limits AIC’s 
recoverable annual facility fee to $1,400,000 (i.e., $0.175% × $800 million).  Staff says 
this adjustment reduces the recoverable bank commitment fee rate to six basis points. 
 
 Staff notes that AIC argues that Staff’s position ignores it is just as easy to 
speculate as to occurrences that would drive AIC’s credit rating down.  Staff claims AIC 
mischaracterizes Staff’s position and the factors it refers to as offsetting risks that could 
preclude an upgrade.  Staff says its adjustment is premised on the language in the S&P 
report that indicates, all else equal, AIC would be rated two notches higher than where it 
was in 2012 if not for its affiliation with unregulated and non-utility companies.  Staff 
asserts those offsetting risks that could preclude an upgrade, as AIC refers to them, are 
distinguishable from the effect of the unregulated and non-utility affiliates.  In Staff's 
view, AIC's argument should be given little weight in this proceeding and the 
Commission should adopt Staff’s proposed cost of credit facility fees, which are limited 
in accordance with Section 9-230 of the Act. 
 
 Staff asserts that (1) S&P notes that AIC’s affiliation with Ameren subsidiaries 
has caused AIC to be rated lower than it would absent the effects of Ameren’s merchant 
generating business; and (2) the credit facility fee that AIC pays is directly based on the 
ratings assigned by Moody’s and S&P.  Staff concludes, AIC’s argument that an 
upgrade from S&P resulting specifically from Ameren’s divestiture of its merchant 
generation segment is unlikely to have any significant impact on AIC’s cost of debt 
contradicts the facts, is unfounded, and fails to meet the Section 9-230 requirement that 
the Commission remove the last “iota” of the increase in cost of capital due to AIC’s 
affiliation with unregulated and non-utility companies. 
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c. Commission Conclusion 

 
 With regard to AIC's cost of short-term debt, it appears that the only contested 
issue is the cost rate that should be applied to AIC's credit facilities.  Staff proposes an 
adjustment to that cost rate, arguing AIC's affiliation with Ameren's generation affiliate 
caused the cost to be higher than it would have been in the absence of that affiliation.  
AIC disputes Staff's proposed adjustment, arguing, among other things, its affiliation 
with the generation affiliate does not affect its risk, credit rating, or cost of capital. 
 
 Although the Illinois Electric Service Customer Choice and Rate Relief Law (220 
ILCS 5/16-101 et seq.) was intended, among other things, to separate and deregulate 
the generation component of electricity from the transmission and distribution 
components of the electric power industry, reports by credit rating agencies like 
Moody’s and S&P show that a utility’s generation affiliate may still impact its risk, credit 
rating, or cost of capital.  Based upon its review of the entire record of this proceeding, 
the Commission finds that AIC's affiliation with its generation affiliate has impacted its 
risk and cost of capital in this case.  Thus, in order to assure compliance with Section 9-
230 of the Act, the Commission adopts Staff's position rather than AIC's.  The 
Commission finds appropriate Staff's estimate of the cost associated with the credit 
facility fees (0.06%) for purposes of calculating AIC’s overall cost of capital. 
 

C. Overall Rate of Return on Rate Base 
 

1. Filing Year 
 
 Taking into consideration the conclusions reached above, the Commission finds 
that for the 2012 filing year AIC's rate of return on rate base should be 7.96% as shown 
in the table below. 
 

Rate of Return on 2012 Filing Year Rate Base 

       

Capital Component 
 

Weight 
 

Cost 
 

Weighted 
Cost 

Short-term debt 
 

0.00% 
 

0.00% 
 

0.00% 

Long-term debt 
 

47.28% 
 

7.10% 
 

3.36% 

Preferred stock 
 

1.72% 
 

4.98% 
 

0.09% 

Common equity 
 

51.00% 
 

8.72% 
 

4.45% 

Credit facility fees 
 

0.00% 
 

0.00% 
 

0.06% 

Total 
 

100.00% 
   

 7.96% 
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2. Reconciliation Year 
 
 Taking into consideration the conclusions reached above, the Commission finds 
that for purposes of reconciliation, AIC's rate of return on rate base should be 8.01% as 
shown in the table below. 
 

Rate of Return for Initial Reconciliation Purposes 

       

Capital Component 
 

Weight 
 

Cost 
 

Weighted 
Cost 

Short-term debt 
 

0.00% 
 

0.00% 
 

0.00% 

Long-term debt 
 

47.28% 
 

7.10% 
 

3.36% 

Preferred stock 
 

1.72% 
 

4.98% 
 

0.09% 

Common equity 
 

51.00% 
 

8.82% 
 

4.50% 

Credit facility fees 
 

 0.00% 
 

0.00% 
 

 0.06% 

Total 
 

100.00% 
   

 8.01% 

 
VIII. COST OF SERVICE AND RATE DESIGN 
 
 Section 16-108.5(c)(6) of the Act states that “[u]ntil such time as the Commission 
approves a different rate design and cost allocation pursuant to subsection (e) of this 
Section, rate design and cost allocation across customer classes shall be consistent 
with the Commission's most recent order regarding the participating utility's request for 
a general increase in its delivery services rates.”  AIC has filed in this proceeding rate 
design and cost allocation methodologies that are consistent with those relied upon in 
Docket Nos. 09-0306/9-0311 (cons.) and confirmed by recent Orders issued in Docket 
Nos. 12-0001 and 12-0293.  This consistency results in Rate MAP-P pricing that (1) is 
based on AIC's updated net revenue requirement (including the 2012 true-up 
reconciliation); (2) appropriately relies on separate Rate Zone net revenue requirements 
and embedded class cost of service study results; and (3) will flow through the Rate 
MAP-P tariffs as approved by the Commission in Docket Nos. 12-0001 and 12-0293.  
Pursuant to Section 16-108.5(g) of the Act, AIC has also provided the average amount 
paid per kWh for residential eligible retail customers, exclusive of the effects of energy 
efficiency, for the 12-month period ending May 31, 2012, and determined such amount 
to be 10.593¢/kWh.  No party opposes AIC's proposed rate design or cost of service 
methodologies and no party challenges AIC's calculation of price per kWh required by 
Section 16-108(g).  The Commission finds the proposed rate design and cost-of-service 
consistent with the Act. 
 
IX. FORMULATE RATE TARIFF 
 
 During the course of this proceeding, Staff and the AG filed testimony 
recommending adjustments that required alterations to AIC’s formula rate structure or 
protocols.  In response, AIC argued that such changes to the formula rate structure and 
protocols could not be made in an update proceeding pursuant to Section 16-108.5, but 
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must be made in a separate proceeding pursuant to Section 9-201 of the Act.  On 
August 19, 2013, AIC filed tariffs pursuant to Section 9-201, in which it proposed certain 
revisions to its formula rate.  On August 30, 2013, the AG filed a complaint initiating 
Docket No. 13-0501.  In the complaint, the AG asked the Commission to suspend AIC's 
August 19, 2013 tariffs and requested two changes to AIC’s formula rate structure and 
protocols.  The Commission suspended AIC's August 19, 2013 tariffs on September 10, 
2013, which initiated Docket No. 13-0517.  On September 11, 2013, the AG moved to 
consolidate Docket Nos. 13-0301, 13-0501, and 13-0517.  The AG, Staff, and AIC 
subsequently agreed in a joint motion to consolidate Docket Nos. 13-0501 and 13-0517, 
leaving Docket No. 13-0301 as an independent proceeding.  The Administrative Law 
Judges granted the latter motion. 
 
 In the joint motion, the parties requested an expedited schedule in the 
consolidated proceeding that would allow for the formula rate structure and protocols 
addressed in that proceeding to be implemented for rates effective in 2014.  An 
expedited schedule is necessary in light of Section 16-108.5(c), which provides in part 
that any change approved under these circumstances be adopted no less than 30 days 
before new rates go into effect.  This means that any change must be approved by 
December 2, 2013.  In order to accommodate the expedited schedule, the parties 
requested that the Commission limit the scope of the contested issues to the formula 
rate adjustments that were: (i) raised in the AG complaint in Docket No. 13-0501; (ii) 
proposed by AIC in its filing in Docket No. 13-0517; or (iii) proposed on the record in 
Docket No. 13-0301. 
 
 On November 26, 2013, the Commission entered an Interim Order in 
consolidated Docket Nos. 13-0501 and 13-0517.  The Interim Order adopted certain 
agreements among the parties concerning uncollectible expense and year-end 
balances for Material and Supplies as well as Customer Deposits.  With regard to the 
first of five contested issues, the Commission found that year-end rate base should be 
used to calculate the common equity balance for the purpose of determining the earned 
return on equity for the collar calculation.  The second contested issue concerned the 
reconciliation interest calculation.  Based on the available evidence, the Commission 
concluded that AIC is entitled to the full reconciliation balance with interest calculated at 
a rate equal to the utility's weighted average cost of capital approved by the 
Commission for the prior year.  Depreciation expense was the subject of the third 
contested issue.  The Commission adopted Staff's proposed adjustment to reflect the 
incremental amount of depreciation expense and related change to rate base 
components due to the utilization of depreciation rates from AIC's updated depreciation 
rate study that became effective January 1, 2013.  The fourth contested issue pertained 
to the need for separate CWC calculations for each filing and reconciliation year.  The 
Commission agreed with Staff that two such calculations are necessary.  In resolving 
the fifth contested issue, the Commission found that deferred income tax expense 
should be removed from CWC calculations.  Lastly, the Interim Order set forth the 
means by which to implement the conclusions contained therein. 
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X. OTHER ISSUES 
 

A. Resolved Issues 
 
 In his direct testimony, Staff witness Ostrander questioned whether all costs 
related to the UCB/POR Program had been removed from the revenue requirements 
proposed by AIC.  AIC witness Stafford clarified that all costs related to UCB/POR had 
been removed from the revenue requirements, and stated that no further adjustments 
were necessary for uncollectibles or administrative costs.  Staff did not propose any 
adjustments related to the UCB/POR Program in its rebuttal testimony, and AIC 
therefore considers this issue resolved. 
 
 Mr. Ostrander also requested that AIC address the impact of a June 20, 2013 
FERC Order entitled “Order Rejecting Refund Report and Providing Guidance” on AIC’s 
revenue requirements in its rebuttal testimony.  Mr. Stafford explained in his rebuttal 
testimony that the FERC Order did not impact the revenue requirement in this case, 
because the refund report applied to transmission rates.  Staff did not propose any 
adjustments related to the FERC Order in rebuttal testimony, and AIC, therefore, 
considers this issue resolved. 
 
 Staff witness Pearce recommended that the Commission order AIC to provide 
the Manager of Accounting of the Commission with an electronic copy of AIC’s FERC 
Form 60 on the day it is filed with FERC.  Ms. Pearce stated that FERC Form 60 
contains summary financial information that is used by Staff in their analysis of 
intercompany transactions pursuant to Commission-approved affiliated interest 
agreements, but AIC is not required to file the report with the Commission.  AIC 
accepted this recommendation, and therefore considers this issue resolved. 
 
 Ms. Pearce also recommended that the Commission order AIC to notice the 
Manager of Accounting of the Commission within 30 days of implementing any 
substantial changes to service company allocation factors.  Ms. Pearce stated that Staff 
reviews the allocation factors to ensure their reasonableness, and must therefore have 
access to the most current allocation factors.  AIC accepted this recommendation, and 
therefore considers this issue resolved.   
 
 In addition, Ms. Pearce recommended that the Commission order AIC to provide 
electronic copies of all FERC orders resulting from a FERC audit of costs or procedures 
that are subject to allocation or assignment to AIC and any responses to FERC by AIC, 
to the Manager of Accounting of the Commission.  Ms. Pearce stated that these FERC 
orders could impact transactions between AMS and its affiliates, including AIC, and are 
used by Staff in their analysis of intercompany transactions, but the forms are not 
required to be filed with the Commission.  AIC accepted this recommendation, and 
therefore considers this issue resolved. 
 
 Staff witness Ms. Ebrey proposed that AIC work with Staff to develop revised 
tariff language for Rider PER that would allow for updates to the Supply Cost 
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Adjustment factors, and file a revised tariff with the Commission within 60 days of the 
date of Staff’s direct testimony in this proceeding.  AIC agreed with Ms. Ebrey that the 
Rider PER language should be modified, but proposed to share revisions with Staff no 
later than September 30, 2013 and make a tariff filing by October 15, 2013.  Ms. Ebrey 
accepted this proposal, and AIC therefore considers this issue resolved for purposes of 
this proceeding. 
 
 Mr. Ostrander recommended that the Commission include language in its order 
in this proceeding identifying the details of the actual and projected plant additions by 
categories, and stated that categorization of the plant additions related to EIMA is 
required by Section 16-108.5(b)(2).  AIC did not object to the categorization of the plant 
additions, but objected to the inclusion of the phrase “as required by Section 16-
108.5(b)(2)” in Mr. Ostrander’s proposed conclusion.  In rebuttal testimony, Staff 
acknowledged that the categorization of the plant investments was flexible, and revised 
its proposed conclusion accordingly.  AIC accepted this revised language, and therefore 
considers this issue resolved.  The Commission is setting a revenue requirement in this 
proceeding for the recovery of $19.9 million in actual 2012 plant additions and $16.2 
million of projected 2013 plant additions in compliance with EIMA.  The detail of these 
actual and projected plant additions by categories is set forth below: 
 

Ameren Illinois Company 

EIMA Plant Additions 

(in Millions) 

    

 
Actual Projected 

 Category 2012 2013 Cumulative 

Distribution Infrastructure Improvements 7.3 3.3 10.6 

Training Facility Construction or Upgrade 
Projects 5.8 1.9 7.7 

Wood Pole Inspection, Treatment, and 
Replacement 0.0 0.0 0.0 

Total Electric System Upgrades, 
Modernization Projects, and Training 
Facilities 13.1 5.2 18.3 

    Additional Smart Meters 0.0 0.0 0.0 

Distribution Automation (1) 5.9 8.8 14.7 

Associated Cyber Secure Data 
Communications Network 0.6 2.2 2.8 
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Substation Micro-processor Relay 
Upgrades 0.3 0.0 0.3 

Total Upgrade and Modernization of 
Transmission and Distribution 
Infrastructure and Smart Grid Electric 
System Upgrades 6.8 11.0 17.8 

    Total Plant Additions  19.9 16.2 36.1 

    Notes: 
   (1) - Distribution Automation includes 

Volt/Var Optimization and Software and 
Technology Enhancements 

    
 Ms. Ebrey sought information regarding the “incremental amounts of [operations 
and maintenance] costs that the Company has incurred due to EIMA.”  In response, AIC 
witness Mr. Getz provided detailed exhibits identifying the operation and maintenance 
costs associated with the project numbers AIC established to track EIMA-related capital 
projects.  Mr. Getz noted that these exhibits did not quantify every dollar incurred 
throughout AIC that might be indirectly related to EIMA.  As he explained, AIC does not 
separately track every expense related to EIMA because of the difficulty in parsing out 
internal, non-labor overhead costs.   
 
 Ms. Ebrey also requested that the Commission order AIC to include a discussion 
and quantification of amounts of incremental costs associated with EIMA, but not 
specifically quantified in the law, in the annual EIMA report AIC provides to the 
Commission each March.  AIC believes that the annual update and reconciliation 
proceeding would be a more appropriate venue for discussion of these costs, since it 
would provide the parties an opportunity to test the reasonableness and prudency of the 
actual electric delivery costs.  In order to resolve the issue, AIC committed to providing 
the following information as part of its direct filing in its future update and reconciliation 
proceedings: (i) the operations and maintenance expenses directly charged to specific 
EIMA capital projects, categorized by project and FERC account number; and (ii) the 
operations and maintenance expenses directly charged to identified trackers, 
categorized by project and FERC account number.  This information will be presented in 
the aggregate in AIC’s direct testimony, and will be supported by workpapers similar in 
form to Ameren Exs. 10.2 and 10.3, filed in the current proceeding.  When presented 
with this proposal, Ms. Ebrey agreed to withdraw her recommendation that the 
information be included in AIC’s annual EIMA report.  As a result of this proposed 
compromise, AIC considers this issue resolved. 
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B. Contested Issues 
 

1. Use of Traditional Ratemaking Schedules in Formula Rate 
Proceedings 

 
a. AIC Position 

 
 This is the first reconciliation proceeding for AIC.  AIC believes that, based on 
experience with the formula rate structure and protocols through this first reconciliation, 
the Commission should include a populated formulae template in its appendices to a 
final order in an update/reconciliation proceeding.  Staff would prefer that the final order 
appendices include only the “traditional” revenue requirement schedules.  AIC does not 
necessarily oppose use of such traditional schedules as appendices to a final order, but 
if they are used, AIC believes the appendices should also include a populated formula 
rate template.  
 
 AIC contends that otherwise, it will be difficult to determine if Staff’s (or anyone’s) 
recommended cost input adjustments are compatible with the approved formula rate 
template.  AIC claims this is particularly true, where, as in this case, there were 
proposed adjustments that did not align between traditional ratemaking schedules and 
the formula template and in fact will require template changes.  AIC says Staff 
witnesses have not incorporated their adjustments within the formula rate template: 
Staff’s cost inputs and revenue requirement summary schedules result in different 
revenue requirements than the currently effective formula rate template and formulae.  
AIC also says Staff’s calculated revenue would be different if Staff had used the 
authorized formulaic rate template sponsored by AIC and populated such template with 
Staff's proposed cost inputs.  In AIC's view, this type of competing rate schedule can 
only lead to confusion and possible inconsistencies.  AIC asserts that if Staff proposed 
cost inputs and revenue requirement, as represented in their schedules, can not be 
replicated using the authorized formula rate template and formulae, then Staff’s revenue 
requirement calculations must be synchronized to the amount calculated by the formula 
rate template.  For this reason, to avoid confusion and inconsistency, AIC believes the 
Commission’s final order should include a populated formula template. 
 
 Staff claims in testimony that this issue was decided in ComEd’s recent Docket 
No. 12-0321.  AIC asserts in that case, no calculation alignment issues had been 
identified between the traditional revenue requirement schedules and the formula rate.  
AIC contends that as such, there was no reason to attach the ComEd populated formula 
rate template to the Order.  AIC argues that Docket No. 12-0321 is not dispositive of 
AIC’s position that the Order should also include a populated formula template and 
summary schedules with the approved update inputs.  AIC also claims that in that case, 
the Commission referenced a new rulemaking that would permit ComEd and other 
parties to address this issue.  To date, AIC says the referenced rulemaking has not 
been initiated. 
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 AIC states in defending its reliance on traditional ratemaking schedules, Staff’s 
Initial Brief claims AIC’s position is “that the mechanics of a formula model should be 
the deciding factor for any proposals made in this case.”  (AIC Reply Brief at 63, citing 
Staff Initial Brief at 68)  AIC says this misrepresents its position.  According to AIC, the 
EIMA establishes a formula rate whose structure and protocols are reflected in the 
template or model.  AIC states the EIMA prohibits changes to the performance-based 
formula rate structure or protocols unless such changes are filed in accordance with 
Section 9-201 of the Act.  AIC contends the legal requirement espoused in the EIMA’s 
formula rate is the deciding factor.  AIC claims until such time the Commission 
authorizes changes to the Rate MAP-P formula rate tariff and underlying formulae in a 
Section 9-201 filing, the formula rate template version as approved in Docket No. 13-
0385 must be populated with cost inputs without alteration to the template or formulae. 
 
 Staff argues “the law itself requires the Commission to analyze the data inputs 
and to make adjustments it deems appropriate,” and cites to Sections 16-108.5(c)(5) 
and 16-108.5(d) of the EIMA. (Id, citing Staff Initial Brief at 68)  AIC maintains the inputs 
to the formula rate are determined by the Commission approved formula template.  AIC 
says Staff ignores Section 16-108.5 (d)(3), which reads in part: “The Commission shall 
not, however, have the authority in a proceeding under this subsection (d) 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.”  In AIC's view, this language 
makes clear that changes to the formula rate structure and protocols within the update 
proceedings are prohibited.  AIC argues that Staff fails to explain how “adjustments [the 
ICC] deems appropriate” can be reflected in traditional schedules if they require 
changes to the template that have to happen in a different docket. 
 

b. Staff Position 
 
 Staff says the revenue requirements it presented in this proceeding are based on 
the Commission’s traditional revenue requirement schedules rather than the formula 
template contained in AIC's tariffs because the formula rate model used by AIC does 
not provide for adjustments to the inputs by Staff, intervenors, or the Commission’s final 
order.  In response, AIC opines that Staff’s use of the traditional model “makes it difficult 
to determine where Staff’s recommended adjusted cost inputs fit within the formula rate 
template.”  Staff says AIC's opinion seems to be that if an adjustment does not “fit” 
within the formula template, then the adjustment can not be made. 
 
 AIC witness Stafford offered that Commission adjustments could be included on 
any of the workpapers that are listed in the Rate MAP-P tariff, provided that the formula 
rate template schedules and appendices allow for such adjustments.  According to 
Staff, AIC’s argument that the mechanics of a formula model should be the deciding 
factor for any proposals made in this case should be given little, if any, weight.  Citing 
Sections 16-108.5(c)(5) and 16-108.5(d) of the Act, Staff claims the law itself requires 
the Commission to analyze the data inputs and to make adjustments it deems 
appropriate.  In Staff's view, the form (the physical template) should not dictate the 
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function (allowing for only prudent and reasonable expenditures) that is provided for in 
the law. 
 
 AIC opines that “[i]deally, the Commission should include in its appendices to the 
final Order in an update proceeding, a populated formulae template to verify 
consistency between the traditional revenue requirement appendices to the Order and 
the formula rate legislative protocols and formulas.” Staff contends the Commission, 
however, has previously considered the appropriate model for use as the appendix to 
the Order in Docket No. 12-0321.  Staff believes nothing has been provided in this case 
to support any change to the Commission’s conclusion in Docket No. 12-0321. 
 
 Staff asserts the cross examination of AIC witness Stafford addressing how a 
specific change proposed to the template would accommodate the adjustment for the 
2013 depreciation rates only further illustrates the complexity of the formula rate 
template model as presented by AIC.  During the cross examination, Mr. Stafford 
explained that the “live Excel files” would clearly indicate how all of the amounts in the 
schedules and appendices were derived or otherwise provided.  Mr. Stafford was cross 
examined specifically about the values on line 8a, Schedule FR C-2 included in Ameren 
Ex. 18.3 and where those values appear on the referenced source workpaper, WP 18.  
Staff says he was unable to point to those values on workpaper WP 18 and stated that 
the amounts were calculated based on information included on Staff Adjustment 
Schedule 7.05 which was further referenced on WP 18.  Staff says a review of the 
formulas for the amounts contained on line 8a in the “live Excel file” shows a series of 
numbers that were used in the following mathematical calculation: 
 
10,930  =  5727-5330+10532.9933031977 
5,084  =  ((964-422) / 0.696613525197807) + 2999.76758904838/0.696613525197807) 
1,906  =  (1617-289)/0.696613525197807 
 
 Of the numbers contained in the formulas within those cells, Staff says only four 
of the nine cells could be found on Staff Schedule 7.05, page 2.  Staff asserts there is 
no indication in the formulas contained in the referenced cells of what the remaining five 
amounts represent.  According to Staff, nothing about this presentation provides the 
transparency that is a goal of the formula rate methodology.  Staff insists its 
presentation using the traditional model continues to reflect the transparency necessary 
for these formula rate proceedings.  Staff concludes the traditional revenue requirement 
schedules should continue to be included as the appendix to the Commission’s order.  
 
 In its Reply Brief, Staff says the use of only the “traditional” revenue requirement 
schedules as appendices to the final order in formula rate proceedings is not merely a 
Staff “preference.”  Staff maintains the Commission has specifically found this to be the 
case in not just formula rate update cases, but in ComEd’s formula rate update case 
that included its first reconciliation in Docket No. 12-0321.  Staff asserts AIC ignores this 
precedent, and claims that unless the appendix to the order also includes a populated 
formula template, it will be difficult to determine if the recommended cost input 
adjustments are compatible with the template.  Staff believes AIC's argument here falls 
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short in light of the cross examination of Mr. Stafford, wherein he was unable to directly 
trace amounts included in his own exhibits.  Staff also claims issues concerning the 
definition and approvals necessary for the “formula template” are currently under 
consideration in Docket Nos. 13-0501/13-0517 (Cons.).  Staff maintains AIC's argument 
to use all the populated formula rate schedules and appendices as an appendix to the 
order, would have the adverse effect of unreasonably limiting the adjustments that the 
parties could propose and would dictate what reasonable and prudent adjustments the 
Commission could approve in a formula update case. 
 

c. Commission Conclusion 
 
 The Commission has considered the arguments and is not persuaded of the 
necessity of including a new appendix, namely AIC's formula rate template, to this 
Order.  The Commission understands AIC to be arguing that an adjustment proposed 
during a formula rate update proceeding can not be implemented if the existing template 
itself can not physically accommodate the adjustment.  Such an approach places form 
over substance.  The Commission does not accept that this is what the legislature 
intended when it adopted the EIMA and the later revisions thereto.  To do so would 
essentially eviscerate the Commission's ability to review formulate rates under the EIMA 
and protect the public.  Accordingly, AIC's recommendation is not adopted. 
 

2. Preparation of Exhibits, Schedules, and Workpapers in 
Formula Rate Proceedings 

 
a. AIC Position 

 
 Staff witnesses Ebrey and Knepler expressed concern that Staff spent significant 
time “unraveling” the information provided by AIC in its filing.  Ms. Ebrey recommended 
that AIC respond with a proposal to improve the quality of information provided in 
support of future formula rate filings.  On rebuttal, Ms. Ebrey noted that AIC had 
provided sufficiently transparent information in its rebuttal testimony, but recommended 
that the Commission adopt rulings concerning the quality of information to be submitted 
in future formula rate cases.  Mr. Knepler provided a list of recommended improvements 
to the Part 285 filing, exhibits, and supporting workpapers.  Mr. Knepler’s list included 
requirements that the amounts discussed in testimony should not differ, even slightly, 
from the amounts listed on supporting schedules; pagination of multi-page 
spreadsheets should be easier to understand; and data provided on certain workpapers 
should be combined into the relevant schedule. 
 
 In response to several of the concerns raised by Staff, AIC has committed to 
making certain improvements in its subsequent filings.  For example, AIC says it will 
attempt to ensure that amounts presented on schedules are not rounded when inserted 
into relevant testimony.  AIC says it will also attempt to improve the pagination of multi-
page spreadsheets in future filings.  In addition, AIC indicates it routinely provides Staff 
with working versions of the Part 285 filings, including all schedules and workpapers, 
with working formulae intact.  In this proceeding, AIC says working versions of the 
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formula rate template and related workpapers were also provided to Staff.  AIC claims 
these working spreadsheets enable Staff to trace all schedules, workpapers, and 
exhibits back to other documents containing the same information. 
 
 In AIC's view, the remaining concerns expressed by Staff do not warrant a 
specific Commission directive as Staff recommends.  AIC argues the type of concerns 
expressed by Staff should be (and typically are) addressed by parties through 
discovery.  During the course of a typical rate case proceeding, AIC says it receives 
numerous data requests seeking reconciliation of numbers presented on different 
schedules or explanation of the differences between certain items.  The instant 
proceeding is AIC’s third electric formula rate proceeding, and AIC claims Staff has not 
voiced any previous concerns regarding problems with AIC’s schedules, exhibits, or 
workpapers, or issues in the discovery process, in previous proceedings.  This suggests 
to AIC that discovery has been appropriate and useful in resolving any questions.  AIC 
also says it appears in the instant proceeding when the discovery process was used, it 
was instrumental in addressing Staff’s concerns.  AIC notes Ms. Ebrey, for example, 
issued 80 data requests, to which AIC provided timely responses that contained the 
information sought by Ms. Ebrey.  On the other hand, AIC says Mr. Knepler did not 
issue any data requests in this proceeding, despite his list of concerns.  According to 
AIC, Mr. Knepler’s recommendations appear to be based only on his review of the 
unrevised schedules provided by AIC witness Kennedy in its initial filing.  AIC says 
these schedules were subsequently updated, clarifying items about which Mr. Knepler 
expressed concern.  AIC states in a case of this complexity and magnitude, some 
clarification through discovery will undoubtedly be necessary, regardless of the care and 
effort expended in compiling exhibits and workpapers.  AIC contends the parties can not 
foresee all potential relationships between the data presented on these documents, and 
the Commission should not endeavor to create rules governing the presentation of data 
that will change on a yearly basis.  Instead, AIC suggests the parties and the 
Commission should rely on discovery as the proper means by which to address the 
questions that will surely arise. 
 
 Although AIC acknowledges Staff’s recommendation that certain workpapers be 
combined into the relevant schedules, AIC believes the current format for workpapers 
and schedules is more compatible with the requirements of Part 285.  Generally 
speaking, AIC believes that Part 285 provides instructions that require summary data to 
be presented on schedules, while workpapers should be used to present supporting 
details.  AIC would welcome any Commission guidance on the combination of 
schedules and workpapers. 
 
 AIC requests that if the Commission does include directives in its order regarding 
the information in exhibits and workpapers, the findings be made applicable to AIC, 
Staff, and any intervenors in future formula rate proceedings.  AIC says the concerns 
voiced by Staff are not one-sided, and could apply to any party’s schedules and 
workpapers.  AIC says that it too had concerns with some Staff schedules and exhibits, 
though it sought to address these through discovery. 
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 In its Reply Brief, AIC asserts that Staff's citation to the Commission’s Order in 
Docket No. 12-0001 highlights its point about discovery.  In its Initial Brief, Staff 
complained it had difficulty with AIC’s presentation in prior cases, specifically with 
Account 909 expenses in Docket No. 12-0001.  In that case, AIC says Staff proposed a 
general disallowance of Account 909 expenses “because it has not been able to tie 
specific invoices to particular advertising expenses that AIC seeks to recover from 
customers.”  AIC contends the problem was not with AIC’s presentation.  AIC indicates 
the Commission stated, “the underlying problem for Staff is one of limited resources to 
devote to work that must be done under a shortened deadline.”  Regardless of the 
source of Staff’s concerns, AIC says the Commission noted that AIC provided the 
information to Staff in discovery.  AIC maintains the discovery process has addressed 
Staff’s concerns in this case as well and that the parties and the Commission should 
rely on discovery as the proper means by which to address the questions that will surely 
arise in future proceedings. 
 

b. Staff Position 
 
 Staff recommends that the order in this proceeding include a finding that AIC 
must endeavor to continue the efforts started in rebuttal testimony in this case to ensure 
that the information provided in future formula rate update filings and responses to 
discovery would be clearly identified and all information from the various documents 
provided would trace back to other referenced supporting documentation. 
 
 In direct testimony Ms. Ebrey pointed out certain shortcomings in AIC's initial 
filing as well as responses to discovery which made it very time-intensive to unravel the 
information provided in this proceeding, stating that in the accelerated formula rate 
proceedings, time is of the essence.  Staff raised concern that the information that did 
not trace from FERC Form 1 without additional manipulation.  Staff also provided 
examples of schedules that contained conflicting information.  Since this concern has 
been a problem in prior AIC filings, Staff finds it necessary to bring this to the attention 
of the Commission to be addressed in an order.  Staff claims it is already on record in 
AIC's prior formula rate proceeding as having difficulty with AIC's presentation.  Staff 
says the Order in AIC's first formula rate proceeding noted that Staff had not been able 
to tie specific invoices to particular advertising expenses.  Mr. Knepler recommended 
specific changes for the improvement of AIC schedules and related workpapers.  Staff 
says the goal of the recommendations is to facilitate the review of future formula rate 
filings. 
 
 In its rebuttal testimony, Staff says AIC acknowledged the concerns of Staff, 
expanding on existing schedules or providing additional schedules in order to present 
more transparent information to support its filing for this case.  Staff, however, 
complains that in surrebuttal exhibits, specifically Ameren Ex. 18.3 and the “live Excel 
file,” this problem is not taken as seriously as it should be by AIC given the difficulty in 
identifying the source of the numbers.  Notwithstanding these examples, AIC believes 
that these concerns are best addressed through discovery and do not need formal 
Commission action.  In his surrebuttal testimony, AIC witness Stafford responded that if 
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the Commission includes findings requiring additional transparency in exhibits and 
workpapers, the findings must apply equally to AIC, Staff, and any intervenors in future 
rate proceedings. 
 
 Staff argues that, as evidenced by the recommendations of Ms. Ebrey and Mr. 
Knepler, AIC has been slow in making progress in improving the quality of its schedules 
and workpapers and that the Commission should address the issue in its order.  Since 
these are ongoing concerns that carry over from case to case, Staff believes that formal 
Commission action is called for at this time. Accordingly, Staff recommends that the 
Commission’s order in this proceeding direct AIC to file its future formula rate update 
filings and responses to discovery in a manner that clearly identifies the source(s) for all 
information AIC provided and that would trace back to other referenced supporting 
documentation.  Therefore, Staff recommends that the exhibit and workpaper 
recommendations of Staff be reflected as a Finding in the Commission’s order in this 
proceeding. 
 
 In its Reply Brief, Staff says AIC completely mischaracterizes Staff’s testimony by 
stating that Ms. Ebrey noted that AIC had provided “sufficiently transparent information 
in its rebuttal testimony.” (Staff Reply Brief at 61, citing AIC Initial Brief at 122)  In Staff's 
view, it is hard to discern how AIC could infer such meaning from Ms. Ebrey’s rebuttal 
testimony.  Staff says Ms. Ebrey’s rebuttal testimony acknowledged that Mr. Stafford 
had specifically addressed two of the concerns raised in her direct testimony, but that 
no commitment was made to increase transparency in future filings.  Staff claims the 
time spent conducting multiple rounds of discovery, coupled with telephone calls to 
further clarify the responses to that discovery can only be shortened by AIC's effort to 
ensure that all information in future filings be adequately identified, and that all data 
directly traces to the various supporting documents.  Staff notes AIC claims the working 
spreadsheets provided to Staff enable the user to “trace all schedules, workpapers, and 
exhibits back to other documents containing the same information.”  Staff believes this 
statement was proven false through the cross examination of Mr. Stafford, as even he 
could not trace schedules, workpapers, and exhibits back to other documents 
containing the same information. 
 
 Staff says AIC also faults the arguments presented by Mr. Knepler concerning 
the quality of AIC's filing.  While not responding to each point raised by AIC, Staff 
believes the following replies are noteworthy.  AIC states that “[t]he instant proceeding 
is AIC’s third electric formula rate proceeding, and Staff has not voiced any previous 
concerns regarding problems with AIC’s schedules, exhibits, or workpapers, or issues in 
the discovery process, in previous proceedings.  (Staff Reply Brief at 62, citing AIC 
Initial Brief at 123)  Staff claims this statement is not true.  Staff says it and the 
Commission addressed AIC’s presentation in the first formula rate proceeding: 
 

The Commission understands that Staff is recommending a general 
disallowance of expenses from Account 909 because it has not been able 
to tie specific invoices to particular advertising expenses that AIC seeks to 
recover from customers.  
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(Staff Initial Brief at 71, Reply Brief at 62, citing Docket No. 12-0001, Order at 92) 
 
 Staff also disputes AIC's statement that “Staff witness Knepler did not issue any 
data requests in this proceeding, despite his list of concerns.”  (Staff Reply Brief at 62, 
citing AIC Initial Brief at 123)  Staff says Mr. Knepler issued three series of data 
requests on August 1, 2013, August 9, 2013, and August 20, 2013, respectively.  Staff 
states these data requests and AIC's responses are entered into the record as 
Attachments A, B, and C, respectively, to Mr. Knepler’s rebuttal testimony.  Staff asserts 
that these data requests and AIC's responses provide examples of how schedules and 
related workpapers can be simplified by combining the information. 
 
 Staff indicates AIC states “Mr. Knepler’s recommendations appear to be based 
on his review of the unrevised schedules provided by AIC witness Mr. Kennedy in its 
initial filing.” (Staff Reply Brief at 63, citing AIC Initial Brief at 123)  Staff contends this is 
precisely the point of Staff’s concern – that it takes entirely too much of Staff’s time and 
resources to “unravel” AIC's initial presentation.  Staff insists AIC should not be allowed 
use the “discovery delay” to its advantage.  Staff argues AIC can not have it both ways 
– expect Staff to spend considerable time unraveling its direct case – and then complain 
that Staff has not issued discovery. 
 

c. Commission Conclusion 
 
 When the EIMA was enacted, utilities argued that the traditional rate making 
process took too long and that their proposed formula rate process would obviate the 
need for as much time.  Their proposal therefore shortened the traditional rate making 
process by three months.  While the scope of the Commission's authority has narrowed 
under this new regulatory scheme, the expedited schedule means that the efficient use 
of time on what work does remain is more important.  AIC is correct that in a case of this 
complexity and magnitude, some clarification of filings through discovery will 
undoubtedly be necessary.  But this does not mean that discovery is the most efficient 
way to manage scarce time when clarification is necessary.  A utility must make every 
effort before even initiating its update proceeding to ensure that its filing is clear, 
coherent, and free of errors.  Corrections and clarifications after a docket begins 
consume time and create confusion.  No one benefits from this in the long-run. 
 
 To mitigate any associated problems in the future, Staff recommends that the 
Commission’s order in this proceeding direct AIC to file its future formula rate update 
filings and responses to discovery in a manner that clearly identifies the source(s) for all 
information AIC provided and that would trace back to other referenced supporting 
documentation.  The Commission finds this recommendation reasonable and directs 
that AIC, Staff, and all other parties abide by it in future formula rate proceedings.  The 
adoption of this recommendation and the other commitments made by AIC discussed 
above should facilitate case management under the expedited schedules of the EIMA. 
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XI. FINDINGS AND ORDERING PARAGRAPHS 
 
 The Commission, having given due consideration to the entire record herein and 
being fully advised in the premises, is of the opinion and finds that:  
 

(1)  AIC is an Illinois corporation engaged in the distribution and sale of 
electricity and natural gas to the public in Illinois, and is a public utility as 
defined in Section 3-105 of the Act;  

 
(2) the Commission has jurisdiction over the parties hereto and the subject 

matter herein;  
 
(3)  the recitals of fact and conclusions of law reached in the prefatory portion 

of this Order are supported by the evidence of record, and are hereby 
adopted as findings of fact and conclusions of law; the Appendices 
attached hereto provides supporting calculations for the approved rates;  

 
(4) AIC's proposed update to its Rate MAP-P should be approved, subject to 

the conclusions contained herein;  
 
(5) the rates herein found to be consistent with Public Acts 97-0616, 97-0646, 

and 98-0015 are based on AIC's FERC Form 1 for 2012;  
 
(6) for purposes of this proceeding, the net original cost rate base for AIC's 

electric delivery service operations is $1,992,786,000 for the 2012 
reconciliation year and $2,025,879,000 for the 2013 filing year; 

 
(7) the rate of return which AIC should be allowed to earn on its net original 

cost rate base is 8.01% for the 2012 reconciliation year; this rate of return 
incorporates a return on common equity of 8.82%; 

 
(8) rate of return which AIC should be allowed to earn on its net original cost 

rate base is 7.96% for the 2013 filing year; this rate of return incorporates 
a return on common equity of 8.72%; 

 
(9) the rates of return set forth in Findings (7) and (8) result in base rate 

electric delivery service operating revenues of $720,147,000 and net 
annual operating income of$161,260,000, as shown in Appendix A; 

 
(10) AIC's electric delivery service rates which are presently in effect are 

inappropriate and generate operating income in excess of the amount 
necessary to permit the company the opportunity to earn a fair and 
reasonable return on net original cost rate base consistent with Public 
Acts 97-0616, 97-0646, and 98-0015; these rates should be permanently 
canceled and annulled;  
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(11) the specific rates proposed by AIC in its initial filing do not reflect various 
determinations made in this Order regarding revenue requirement; 

 
(12) AIC should be authorized to place into effect amended Rate MAP-P, 

consistent with the findings of this Order;  
 
(13) AIC should be authorized to place into effect the Rate MAP-P tariff 

informational sheets designed to produce annual base rate electric 
delivery service revenues of $720,147,000, which represents a decrease 
of $44,658,000 or 5.54%; such revenues, in addition to other tariffed 
revenues, will provide AIC with an opportunity to earn the rates of return 
set forth in Findings (7) and (8) above; based on the record in this 
proceeding, this return is consistent with Public Acts 97-0616, 97-0646, 
and 98-0015;  

 
(14) determinations regarding cost of service, rate design, and tariff terms and 

conditions, as are contained in the prefatory portion of this Order, are 
reasonable for purposes of this proceeding and consistent with Public Acts 
97-0616, 97-0646, and 98-0015; the tariffs filed by AIC should incorporate 
the rates and terms set forth and referred to herein;  

 
(15) the new charges authorized by this Order shall take effect beginning on 

the first billing day of the January billing period following the date of the 
final order in this proceeding; the tariff sheets with the new charges, 
however, shall be filed no later than December 15, 2013, with the tariff 
sheets to be corrected thereafter if necessary; 

 
(16) the Commission, based on AIC’s proposed original cost of plant in service 

as of December 31, 2012, before adjustments, of $5,234,063,000, and 
reflecting the Commission’s determination adjusting that figure, 
unconditionally approves $5,234,062,000 as the composite original cost of 
jurisdictional distribution services plant in service as of December 31, 
2012; and  

 
(17) all motions, petitions, objections, and other matters in this proceeding 

which remain unresolved should be disposed of consistent with the 
conclusions herein.  

 
 IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 
tariff sheets at issue and presently in effect for electric delivery service rendered by 
Ameren Illinois Company d/b/a Ameren Illinois are hereby permanently canceled and 
annulled effective at such time as the new electric delivery service tariff sheets 
approved herein become effective by virtue of this Order.  
 
 IT IS FURTHER ORDERED that Ameren Illinois Company d/b/a Ameren Illinois 
is authorized to file new tariff sheets with supporting workpapers in accordance with 
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Findings (12) and (13) of this Order, applicable to electric delivery service furnished on 
and after the effective date of said tariff sheets. 
 
 IT IS FURTHER ORDERED that Ameren Illinois Company shall update its 
formula rate in accordance with this Order.  
 
 IT IS FURTHER ORDERED that all motions, petitions, objections, and other 
matters in this proceeding which remain unresolved are disposed of consistent with the 
conclusions herein.  
 
 IT IS FURTHER ORDERED that subject to the provisions of Section 10-113 of 
the Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject to the 
Administrative Review Law. 
 
 By order of the Commission this 9th day of December, 2013. 
 
 
 
 (SIGNED) DOUGLAS P. SCOTT 
 
 Chairman 


