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                 ICC Approves $48.1 Million Rate Reduction for Ameren Illinois
The Illinois Commerce Commission today ordered a $48.1 million reduction in Ameren Illinois revenue and approved new electricity rates to reflect the reduction in accordance with a new performance-based formula rate plan.  The reduction represents a 5.6 percent reduction from current revenue.  The company had proposed a reduction $19.3 million, or 2.2 percent, from current revenue and subsequently increased the reduction to $19.9 million.
Section 16-108.5 of the Public Utilities Act provided for a formula rate  for the recovery of actual, prudently incurred costs for the delivery of electricity to customers.  Ameren Illinois filed a petition in January (Docket 12-0001) requesting approval of its Modernization Action Plan-Pricing tariff as well as other rates that might be affected by it. Rate MAP-P represents Ameren Illinois’ efforts to implement  revisions to the Public Utilities Act that permit the company to upgrade and modernize its transmission and distribution infrastructure including development of a “smart grid.”
The Commission’s decision, a 3-2 vote, follows months of review of major financial issues including whether to use an average or year-end rate base when reconciling expenses and revenue and what interest rate will be applied to the over or under collection  that result from the annual reconciliations. 
On the issue of rate base, the Commission adopted the use of year-end rate base information for Ameren’s initial rate filings and average rate base information for determining the reconciliation amount two years later.  This permits the company to recover costs quickly, while ensuring that ratepayers do not over-pay for those assets.

The Commission also determined that Section 16-108.5 of the Public Utility Act does not specifically define the interest rate applicable to reconciliation calculations.  The Commission set the interest rate at Ameren’s short term debt interest rate.  For 2011, for example, the rate was 2.3 percent.

Commissioners Erin O'Connell-Diaz and Lula Ford voted against the order arguing it did not comply with new mandates in the law recently adopted by the General Assembly.

Commissioners approved an annual overall rate of return of 8.86 percent, including a return on common equity of 10.05 percent as prescribed by law.
The Commission directed Ameren Illinois to file new tariffs reflecting the revenue reduction.  The tariffs are scheduled to go into effect not less than five nor more than ten working days after filing, which will allow ICC staff and others sufficient time to review them for compliance.

Ameren Illinois has another formula rate case pending, its annual update to rates (Docket 12-0293), which will result in an adjustment to rates in 2013.
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