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ILLINOIS COMMERCE COMMISSION 1	  

DOCKET No. 12-0001 2	  

REVISED DIRECT TESTIMONY OF  3	  

ROBERT J. MILL 4	  

Submitted on Behalf Of 5	  

Ameren Illinois 6	  

I.  INTRODUCTION 7	  

A.  Witness Identification 8	  

Q. Please state your name and business address. 9	  

A. My name is Robert J. Mill.  My business address is 2600 N Center Street, 10	  

Maryville, Illinois 62062. 11	  

Q. By whom are you employed and in what capacity? 12	  

A. I am employed by Ameren Illinois Company (AIC or Ameren Illinois) as 13	  

Director, Regulatory Policy and Rates. 14	  

Q. Please describe your relevant work experience and educational background. 15	  

A. See my Statement of Qualifications, attached as an Appendix to this testimony. 16	  

Q. What are your responsibilities as Director of Regulatory Policy and Rates? 17	  

A. I am responsible for overseeing various regulatory functions including regulatory 18	  

compliance, regulatory accounting, rates and analysis as well as serving as a project leader 19	  

on rate related initiatives. 20	  
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Q. What were your responsibilities related to the preparation of testimony and 21	  

the formula rate template in this proceeding? 22	  

A. I served as a team leader for the rates and regulatory sub-team for the Senate Bill 23	  

(SB) 1652 implementation project, overseeing the development of the formula template, 24	  

as well as serving as project leader for the initial formula rate filing.  In those capacities, I 25	  

have become familiar with the details of SB 1652 (now Section 16-108.5 of the Public 26	  

Utilities Act (Act or PUA)) as it relates to formula rates and the development of the 27	  

standardized formula template for deriving revenue requirements in accordance with 28	  

Section 16-108.5.  Based on those activities I have prepared my direct testimony in this 29	  

filing and sponsor the formula template. 30	  

B.  Purpose, Scope and Identification of Exhibits 31	  

Q. What is the purpose of your direct testimony in this proceeding? 32	  

A. I provide an overview of the formula rate process that is authorized under the 33	  

Section 16-108.5 of the Act.  I also address Ameren Illinois' proposed performance-based 34	  

formula rate (PBR) spreadsheet template as set forth in the Modernization Action Plan 35	  

Pricing tariff (Rate MAP-P) submitted in this filing for approval.  Establishing initial 36	  

PBR revenue requirements for AIC’s delivery services is a two-step process:  developing 37	  

the rate formula and then populating that formula with cost data that is updated annually.  38	  

The PBR formula, as reflected in the Rate MAP-P tariff as Appendix A, identifies the 39	  

specific components that form the basis of the PBR electric delivery services revenue 40	  

requirement.  Delivery services charges to an electric utility's retail electric customer 41	  

classes are ultimately derived from this formulaic revenue requirement.  My direct 42	  

testimony explains the statutory requirements included in the formula, the cost 43	  
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components that form the basis of Rate MAP-P, and the formula rate template, or 44	  

spreadsheets, to be used in establishing PBR revenue requirements and rates, both in this 45	  

case and in future annual update filings.   46	  

Q. Are you sponsoring any exhibits with your direct testimony? 47	  

A. Yes.  I am sponsoring Ameren Exhibit 1.1 which is the formula rate template as 48	  

set forth within Appendix A in the Company's proposed Rate MAP-P. 49	  

II.  OVERVIEW OF FORMULA RATE PROCESS 50	  

Q. What new rate structure does Section 16-108.5 of the Act authorize? 51	  

A. Section 16-108.5 of the Act authorizes certain electric utilities committing to meet 52	  

certain criteria as set forth in that Section to implement performance-based formula rates. 53	  

Q. What is a performance-based formula rate? 54	  

A. An electric utility that commits to undertake an infrastructure investment program 55	  

pursuant to Section 16-108.5(b) may elect to recover its delivery services costs through a 56	  

PBR approved by the Commission.  The PBR tariff (for AIC, Rate MAP-P) sets forth a 57	  

formula for calculating a delivery service revenue requirement that will be used to set 58	  

delivery service charges for retail electric customers.  The formula includes the specific 59	  

cost components that form the basis of the rates charged to the utility's delivery service 60	  

customer classes.  The PBR is intended to operate in a standardized and transparent 61	  

manner and be updated annually to reflect (i) historical data from the most recently filed 62	  

FERC Form 1, plus projected plant additions and correspondingly updated depreciation 63	  

reserve and depreciation expense for the year of filing, (ii) a reconciliation of the revenue 64	  

requirement reflected in rates for each year, with what the revenue requirement would 65	  
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have been had the actual cost information for the year been available at the filing date, 66	  

and (iii) any adjustments, including adjustments to reflect an earned rate of return on 67	  

common equity outside the statutory range, required by Section 16-108.5(c).  The rates 68	  

established under this framework are "performance-based" because the ability to maintain 69	  

this rate mechanism is dependent on the utility achieving certain metrics and performance 70	  

goals for the periods they are in effect.  71	  

Q. How is AIC classified for purposes of its PBR and commitments under 72	  

Section 16-108.5? 73	  

A. AIC is a "combination utility," which is a utility that, as of January 1, 2011, 74	  

provided electric service to at least one million retail customers in Illinois and gas service 75	  

to at least 500,000 retail customers in Illinois.  Section 16-108.5 sets forth certain and 76	  

different requirements for a "combination utility".   77	  

Q. What does the PBR provide for? 78	  

A. The PBR provides for recovery of a utility's actual, prudently incurred and 79	  

reasonable costs of electric delivery services, except for those costs that the utility 80	  

continues to recover through automatic adjustment clause tariffs.  The PBR also reflects 81	  

the utility's actual capital structure for the applicable year (excluding goodwill) and 82	  

includes a cost of equity, the calculation of which is expressly provided for under Section 83	  

16-108.5.  Ameren Illinois witness Mr. Ryan J. Martin discusses the PBR capital 84	  

structure and the cost of equity. 85	  

Q. How does AIC propose to establish initial performance-based formula rates? 86	  
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A. AIC's PBR will be implemented through a tariff, Rate MAP-P, filed with the 87	  

Commission and applicable to all electric delivery services customers.  The tariff 88	  

contains the formula rate template that AIC proposes to use in this case and intends to use 89	  

in future formula rate update filings.  I sponsor Ameren Exhibit 1.1, which is Appendix A 90	  

to the Rate MAP-P tariff, describe the formula rate template, and explain the structure for 91	  

the template's cost inputs.  Ameren Illinois witness Mr. Ronald D. Stafford supports the 92	  

cost inputs that populate the formula template for this filing to calculate the PBR revenue 93	  

requirement for initial rates.  Ameren Illinois witness Mr. Leonard M. Jones sponsors 94	  

AIC's proposed allocation of the PBR rate zone revenue requirements across customer 95	  

classes and AIC's proposed pricing under Rate MAP-P.  Mr. Jones also sponsors the 96	  

various tariff sheets that are being filed in this proceeding to implement the formula rates.   97	  

Q. What are the cost inputs for the PBR template? 98	  

A. The cost inputs for the PBR tariff are based on the final historical data reflected in 99	  

the utility's most recently filed FERC Form 1, adjusted to account for projected plant 100	  

additions and correspondingly updated depreciation reserve and depreciation expense 101	  

through the year of the filing .  AIC's most recently filed FERC Form 1 data is for 2010. 102	  

Ameren Illinois witnesses Mr. Ronald D. Pate, Mr. Stan E. Ogden, Ms. Krista G. Bauer 103	  

and Mr. Michael J. Getz discuss AIC's operating expenses for 2010 as reflected in the 104	  

FERC Form 1 for that year.  Mr. Pate and Mr. Getz discuss AIC's planned plant additions 105	  

for 2011 and 2012.  The testimony of Mr. Stafford provides the dollar inputs into the 106	  

template and discusses the related adjustments to the accumulated reserve for 107	  

depreciation and depreciation expense, as well as other ratemaking adjustments. 108	  
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Q. Does Section 16-108.5 expressly permit participating utilities to recover 109	  

certain specific costs? 110	  

A. Yes.  Section 16-108.5 requires the PBR to set forth protocols for: (i) recovery of 111	  

incentive compensation expense based on the achievement of operational metrics (but 112	  

excluding metrics based on net income or earning per share goals); (ii) recovery of 113	  

pension and other post-employment benefits (OPEB) supported by an actuarial study; 114	  

(iii) recovery of severance costs (subject to certain amortization conditions); (iv) an 115	  

investment return on any pension assets net of deferred tax benefits; (v) recovery of 116	  

expenses related to this proceeding and subsequent proceedings related to the formula 117	  

rates (subject to certain amortization conditions); (vi) amortization over a 5-year period 118	  

of the full amount of each charge or credit that exceeds $3,700,000 (for a combination 119	  

utility) that relates to a workforce reduction program's severance costs, changes in 120	  

accounting rules, changes in law, compliance with any Commission-initiated audit, or a 121	  

single storm or other similar expense, provided that any unamortized balance shall be 122	  

reflected in rate base; and (vii) recovery of existing regulatory assets over the periods 123	  

previously authorized by the Commission.     124	  

Q. Are there any other "protocols" identified in Section 16-108.5 that the PBR 125	  

must account for? 126	  

A. Yes.  Section 16-108.5 requires the participating utility's PBR to permit and set 127	  

forth "protocols" for historical weather normalized billing determinants and allocation 128	  

methods for common costs.  Mr. Stafford’s testimony discusses the methodology used for 129	  

the allocation of common costs between electric functions (transmission, delivery service 130	  

and, to a limited extent, supply) and gas operations.  Mr. Stafford’s testimony also 131	  
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discusses the allocation of PBR costs across Rate Zones.  Mr. Jones discusses the weather 132	  

normalized billing determinants.  AIC witness Mr. Ryan K. Schonhoff discusses the 133	  

allocation of PBR costs to AIC's various electric customer classes by rate zone. 134	  

Q. When will the initial rates under Rate MAP-P go into effect? 135	  

A. Rates will go into effect within 30 days of issuance of a Final Order in this initial 136	  

filing proceeding, which must be issued within 270 days of this filing.  Thus, initial rates 137	  

will become effective during the fourth quarter of 2012.   138	  

III. OVERVIEW OF FORMULA RATE TEMPLATE 139	  

Q. Does Rate MAP-P provide the basis for a delivery service revenue 140	  

requirement for AIC? 141	  

A. Yes.  The Rate MAP-P provides the basis for the electric delivery services 142	  

revenue requirement for AIC as a whole, and for AIC's three Rate Zones in accordance 143	  

with the revenue requirement formula Revenue Requirement = (Rate of Return x Rate 144	  

Base) + Operating Expenses, and consistent with the requirements of Section 16-108.5. 145	  

Q. How was the Rate MAP-P PBR template designed? 146	  

A. Ameren Illinois patterned its Rate MAP-P Excel spreadsheets, or PBR template, 147	  

after the ComEd formula template (Rate DSPP) filed with the Commission on November 148	  

8, 2011.  Differences between the ComEd and Ameren Illinois PBR formula templates 149	  

exist primarily due to historical ratemaking differences and other business differences.  150	  

Adopting a comparable PBR design should facilitate a more efficient review process.   151	  

Q. Please summarize how the PBR formula works in Rate MAP-P. 152	  
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A. Costs recorded in FERC Form 1 for the applicable year are used to populate the 153	  

operating expense and rate base sections of the template.  In many instances the FERC 154	  

Form 1 amounts must be adjusted to incorporate plant additions or to remove cost 155	  

elements not related to electric distribution function, or for implementing legislated 156	  

protocols or other ratemaking adjustments.  The template spreadsheets have a source 157	  

column that references where the value for each line comes from.  Typically the sources 158	  

are: (i) FERC Form 1; (ii) another Formula Rate (FR) schedule; (iii) one of 13 159	  

Appendices to the template (hereinafter referred to as App 1-13 as they are referenced in 160	  

the tariff and in the Excel version sponsored by Mr. Stafford); (iv) a workpaper reference; 161	  

or (v) a calculated value.  There are also instances where data is derived from Form 21 162	  

ILCC and from the Company's accounting systems.  There is a key to aid the reviewer of 163	  

the template in understanding the nature of data within a given cell. The tariff version 164	  

(Rate MAP-P, Appendix A) uses three shades/patterns of gray as a key and the live Excel 165	  

version of the template sponsored by Mr. Stafford uses a color key. The key is defined in 166	  

the Appendix A template and used to indicate whether: 1) a cell requires an amount to be 167	  

inputted; 2) identifies a data cell that is sourced from an internal link within the template; 168	  

or 3) indicates a value that is the result of a calculation. The template produces a Net 169	  

Revenue Requirement for Ameren Illinois.  170	  

Q. Are the sources of the data in AIC’s proposed formula rate spreadsheets 171	  

standardized and transparent? 172	  

A. Yes.  The spreadsheets plainly identify the type of data presented on the 173	  

respective workbook sheets.  There is a table of contents page that sets forth the various 174	  

schedules and appendices (Apps).  The alpha numerical references for the Schedules use 175	  
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the familiar A-D designations that line up with 83 IL Admin Code Part 285 schedule 176	  

designations for Summary Schedules, Rate Base Schedules, Operating Income Schedules 177	  

and Rate of Return schedules, respectively.  There are 13 Apps and associated 178	  

workpapers which contain supporting information and calculations that feed into the 179	  

schedules.  The formula is easy to follow and formulas and calculations can be observed.   180	  

Q. Has Ameren Illinois reviewed the costs that will be used to populate the 181	  

formula template to establish initial PBR rates? 182	  

A. Yes.  As confirmed by Mr. Stafford, Mr. Pate, Mr. Getz, Mr. Ogden and Ms. 183	  

Bauer, the revenue requirement is calculated based on data that reflects operating 184	  

expenses and investment costs that are prudently incurred, reasonable in amount, and 185	  

support the provision of delivery service to Ameren Illinois' electric customers.  Mr. 186	  

Martin also confirms that the data reflects AIC's actual capital structure, excluding 187	  

goodwill, and a return on equity calculated in accordance with Section 16-108.5. 188	  

Q.  Are costs automatically recoverable through Rate MAP-P by virtue of their 189	  

inclusion in FERC Form 1? 190	  

A. No. Costs do not become recoverable solely by their inclusion in FERC Form 1. 191	  

The Rate MAP-P formula continues to make standard adjustments to FERC Form 1 data 192	  

that are typically made in general rate increase proceedings, such as adjustments to 193	  

remove costs that are transmission related or have historically not been recovered through 194	  

delivery service rates. These adjustments are discussed by Mr. Stafford.  In addition, all 195	  

costs included in the PBR formula are subject to prudence and reasonableness reviews as 196	  

in a traditional general rate increase proceeding. 197	  
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Q. How will AIC's pre-existing riders and automatic adjustment clause tariffs 198	  

be accommodated under Rate MAP-P? 199	  

A. The costs recovered via such automatic adjustment clause tariffs and riders are 200	  

removed from the Rate MAP-P formula.  Additionally, other revenues recovered via 201	  

other tariffs and riders or from wholesale customers are first subtracted before arriving at 202	  

the PBR Revenue Requirement.   203	  

Q. How is Electric Distribution Tax (EDT) handled in the PBR formula and 204	  

resulting rate design? 205	  

A. EDT is included as a ratemaking expense within the Ameren Illinois PBR 206	  

formula, and then re-characterized as a tax addition charge after the rate design step in the 207	  

proposed Rate MAP-P.  This treatment is adopted for two reasons. First, the 208	  

Commission's last authorized rate design, from Docket No. 09-0306 (cons), requires the 209	  

test year EDT to be included with the DS Revenue Requirement for purposes of the rate 210	  

mitigation process when allocating revenue requirements to customer rate classes and 211	  

sub-classes, as well as for defining EDT charges, as described more fully by Mr. Jones.  212	  

Second, pursuant to Docket No. 09-0306 (cons.), the EDT cost is treated as a pass 213	  

through charge and shown separately on the bill.  The EDT cost to AIC, however, 214	  

fluctuates annually based on AIC delivered kWh sales and periodic credit amounts from 215	  

the State of Illinois.  There is no automatic mechanism to adjust EDT charges to 216	  

customers as actual EDT costs vary to Ameren Illinois, therefore, we are seeking 217	  

recovery of the actual EDT costs as reported in FERC Form 1. 218	  

Q. What documentation has AIC provided in support of its filing and proposed 219	  

Rate MAP-P and formula template? 220	  
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A. Although this is not a filing for a general rate increase for electric delivery service 221	  

pursuant to Section 9-201 of the Act, AIC has included relevant and necessary schedules, 222	  

documentation and data of the type consistent with the Commission's rules applicable to a 223	  

filing for a general increase in rates. 224	  

Q. Has AIC provided separate Part 285 schedules for each Rate Zone? 225	  

A. In part.  Section 16-108.5 (d) (3) of the PUA  states that "…a participating utility 226	  

that is a combination utility with more than one rate zone shall not be required to file a 227	  

separate set of such data and documentation for each rate zone and may combine such 228	  

data and documentation into a single set of schedules."  Nevertheless, we are providing 229	  

Part 285 E schedules on a Rate Zone basis, while providing Part 285 A through D 230	  

schedules on a total AIC basis.    Mr. Stafford's testimony supports the Part 285 A-C 231	  

schedules, Mr. Martin's testimony supports the applicable D schedules, Mr. Jones and 232	  

Mr. Schonhoff's testimonies support the E schedules, and finally, Mr. Pate's testimony 233	  

supports the F-4 Schedule.  234	  

Q. Describe how the Rate MAP-P template reflects AIC’s capital structure.  235	  

A. Formula template sheet designated as Schedule FR D-1, at lines 1-13, defines the 236	  

components and sources of information for the actual capital structure for the applicable 237	  

calendar year for ICC ratemaking purposes.  The data for this section flows from Form 21 238	  

ILCC where Ameren Illinois reports adjustments to the common equity balance for 239	  

Goodwill, net of Purchase Accounting, as set forth in Form 21 ILCC, page 13, annually.   240	  

Q. Describe how the Rate MAP-P template calculates the return on equity. 241	  
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A. The return on common equity is based on a formula that is comprised of the sum 242	  

of two components: the monthly average yield of 30 Year U.S. Treasury Bonds as 243	  

defined in Section 16-108.5(c)(3)(A) of the PUA, plus a specific number of basis points 244	  

as set forth in Section 16-108.5(c)(3)(B).  The template also includes adjustments 245	  

associated with any performance metrics penalties should they occur in the future.  The 246	  

performance metrics tariff will be filed separately at a future date pursuant to the 247	  

requirements of Section 16-108.5(f). 248	  

Q. Describe how the PBR template calculates the cost of long-term debt. 249	  

A. App 13 provides a listing of long-term bonds by issuance, including their rate, 250	  

principal amount and amount outstanding, the source of which is Form 21 ILCC.  The 251	  

annual interest amount is computed and then adjusted for amortizations of discounts, debt 252	  

expense and for loss on reacquired debt.  The aggregate face amount outstanding is also 253	  

adjusted for the unamortized amounts of discount (premium), debt expense and loss on 254	  

reacquired debt to derive at the cost of long-term debt percentage value that is then 255	  

reflected on Schedule D-1.  On App 13, the stated interest rates for two of the issuances 256	  

have been adjusted to reflect an interest rate lower than the stated coupon interest rate for 257	  

purposes of ratemaking.  Mr. Martin discusses these adjustments.  258	  

Q. Describe how the PBR template provides for recovery of incentive 259	  

compensation expense based on the achievement of operational metrics. 260	  

A. The template provides for ratemaking adjustments in App 1 for rate base items, 261	  

and in App 7 for operating expense adjustments, to remove non-recoverable incentive 262	  

compensation costs in order to comply with Section 16-108.5(c)(4)(A) concerning 263	  

recoverable incentive compensation.  Recoverable incentive compensation costs are not 264	  
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expressly set forth within the template, but are included in Ameren Exhibit 2.4, attached 265	  

to Mr. Stafford's testimony.  Ms. Bauer sponsors testimony supporting the requirement 266	  

that the amount of incentive compensation expense included in the PBR formula 267	  

represents reasonable and prudent costs related to operational metrics.  Mr. Stafford 268	  

sponsors the actual ratemaking adjustments to remove non-recoverable incentive 269	  

compensation costs for 2010. 270	  

Q.  Describe how Rate MAP-P provides for recovery of pension and other post-271	  

employment benefits (OPEB) costs. 272	  

A. The Rate MAP-P template includes costs of delivery services pension and other 273	  

post-employment benefits expense included on Schedule FR C-1, Line 1, Column F.  The 274	  

amounts included in the template for 2010 are supported by an actuarial study and are 275	  

addressed in the direct testimony of Mr. Stafford.  Mr. Getz supports the overall 276	  

reasonableness of FERC Account 926.  App 1 and App 7 include ratemaking adjustments 277	  

to remove previously disallowed production retiree pension and OPEB costs, which then 278	  

carry forward to the Rate MAP-P template Schedules FR B-1 and FR C-1, respectively.  279	  

The formula template does remove an amount associated with OPEB Liability from Rate 280	  

Base as required in prior ICC decisions.  This adjustment is reflected on line 34 of 281	  

Schedule FR B-1 of the template. 282	  

Q. Describe how the Rate MAP-P template provides for recovery of severance 283	  

costs. 284	  

A.  To the extent Ameren Illinois incurred severance costs in excess of $3.7 million 285	  

for the applicable year, the template would allow Ameren Illinois to amortize such cost 286	  
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over a period of five years.  Such annual amortization amount would be reflected on App 287	  

7 and carried forward to Schedule FR C-1. The unamortized balance of such adjustment 288	  

would be included on App 5 and carried forward to Schedule FR B-1 for inclusion in rate 289	  

base.  There is no such amortization required for 2010.  Mr. Stafford does include the 290	  

remaining amortized amount for severance expense from a prior period on App 7.  291	  

Q. Describe how the Rate MAP-P template provides for recovery of expenses 292	  

related to this proceeding and subsequent proceedings related to the formula rates.  293	  

A. The expenses associated with this initial tariff proceeding are not reflected in the 294	  

FERC Form 1 for 2010, so such costs are not included in the present filing (they are 295	  

being incurred in 2011 and 2012).  When the expenditures related to this proceeding are 296	  

reflected in FERC Form 1 for the applicable year, they will be included as an input to the 297	  

Rate MAP-P template.  Section 16-108.5(c)(4)(E) requires that  recovery of the expenses 298	  

related to the Commission proceeding to approve the PBR formula and initial rates, or to 299	  

subsequent proceedings related to the formula, shall be amortized over a 3-year period.  300	  

The one-third amortization value will be entered on line 37 of App 7.  Expenses related to 301	  

the annual Commission proceedings to review the updated inputs to the PBR formula 302	  

template will be expensed (not amortized) and entered on Schedule FR C-1 of the Rate 303	  

MAP-P. 304	  

Q. Does the Rate MAP-P template provide for recovery of existing regulatory 305	  

assets over the periods previously authorized by the Commission? 306	  

A. Yes.  These entries are reflected on App 7 at lines 31-38. 307	  



Ameren Exhibit 1.0 (Rev.) 
Page 15 of 27 

Q. Describe how the PBR template provides for amortization over a 5-year 308	  

period of the full amount of each charge or credit that exceeds $3,700,000. 309	  

A. Section 16-108.5(c)(4)(F) of the PUA sets forth criteria that require the 310	  

amortization of a charge or credit that exceeds $3.7 million that is related to a workforce 311	  

reduction program's severance costs, changes in accounting rules, changes in law, 312	  

compliance with any Commission-initiated audit, or a single storm or other similar 313	  

expense, provided that any unamortized balance shall be reflected in rate base.  Such 314	  

adjustments are reflected on App 5 for the unamortized portion of such charge or credit, 315	  

and then reflected as a rate base addition on Schedule FR B-1at line 31, Other Deferred 316	  

Charges.   The annual amortized expense amount is shown on App 7, line 29, and then 317	  

reflected on Schedule FR C-1, line 19.    318	  

Q. Does Section 16-108.5(c) contain other requirements? 319	  

A.  Yes, there are two other major provisions.  Section 16-108.5 (c) (5) sets forth a 50 320	  

basis point range for AIC’s earned rate of return on common equity, known as the "ROE 321	  

collar". A credit or charge is to be implemented in the event that the utility actually earns 322	  

a rate of return more than 50 basis points higher or lower, respectively, than the rate 323	  

determined utilizing the specific methodology set forth in that Section. Section 16-108.5 324	  

(c)(6) also sets forth provisions for an annual reconciliation, with interest, of the revenue 325	  

requirement reflected in rates for each year, beginning with the year in which the utility 326	  

files its PBR tariff, with what the revenue requirement would have been had the actual 327	  

cost information for the applicable calendar year been available at the filing date.  328	  

Q. Does Rate MAP-P reflect the ROE Collar and Annual Reconciliation 329	  

provisions? 330	  
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A. Yes. The ROE collar provision is computed in the PBR formula template on 331	  

Schedule FR A-3. The annual reconciliation revenue requirement is set forth on Schedule 332	  

FR A-1 REC. The ROE collar amount from Schedule FR A-3, if any, is carried forward 333	  

to Schedule FR A-1 REC where any ROE collar adjustment amount is then combined 334	  

with the Revenue Requirement for the Reconciliation period.  This combined amount 335	  

then is entered on Schedule FR A-4 where it is netted against the prior year net revenue 336	  

requirement; the combined reconciliation and ROE collar variance then has interest 337	  

applied at the weighted average cost of capital. The variance amount, plus interest, is then 338	  

included in the final determination of the net revenue requirement on Schedule FR A-1.  339	  

Mr. Martin testifies to the use of the weighted cost of capital for the interest amount.   340	  

IV.  INDIVIDUAL COMPONENTS OF FORMULA RATE 341	  

TEMPLATE 342	  

Q. Please describe the formula rate template and its layout.  343	  

A. The PBR template is comprised of schedules that adhere to the sequence used in Part 344	  

285 Schedules to represent different elements of the revenue requirement formula.  The A 345	  

schedules provide for the summary of the revenue requirement formula components for the 346	  

current period, the Reconciliation period and for the Return on Equity (ROE) Collar 347	  

Computation.  The B Schedules present rate base items.  The C Schedules present operating 348	  

expense and the D Schedules provide capital structure and cost of capital information.  The 349	  

PBR template also includes a series of Apps as previously mentioned that provide further 350	  

detail in support of various line items in the Schedules.  The Apps and Schedules may also 351	  

have a WP reference, for a "workpaper".  Such workpapers provide calculations and greater 352	  

detail for the various cost items appearing on Schedules or Apps.  353	  
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Q. Please identify the formula rate "A" Schedules. 354	  

A. The FR "A" Schedules are as follows: 355	  

• Schedule FR A-1 is "Net Revenue Requirement Computation" 356	  

• Schedule FR A-1-REC is "Revenue Requirement Reconciliation 357	  
Computation" 358	  

• Schedule FR A-2 is "Allocators Computation" 359	  

• Schedule FR A-3 is "Return on Equity (ROE) Collar Computation" 360	  

• Schedule FR A-4 is "Reconciliation Calculation" 361	  

Q. Please describe Schedule FR A-1 and Schedule FR A-1-REC. 362	  

A. Schedule FR A-1 is a summary level calculation of AIC's initial PBR revenue 363	  

requirement.  As mentioned above, the calculation utilizes the formula: Revenue 364	  

Requirement = (Rate of Return x Rate Base) + Operating Expenses, based on the most 365	  

recent historical (FERC form 1) data plus projected plant additions, depreciation reserve 366	  

and depreciation expense for the filing calendar year.  Schedule FR A-1-REC adjusts the 367	  

Revenue Requirement for the amount resulting from the reconciliation of the prior 368	  

calendar year to actual.  Schedule FR A-1-REC is identical to Schedule FR A-1, but for 369	  

the projected data, and also provides for the application of the ROE Collar adjustment. 370	  

Q. Please describe Schedule FR A-2. 371	  

A. Schedule FR A-2 sets forth the calculation of various allocators used in other 372	  

Schedules and Apps to allocate common costs.  Mr. Stafford discusses the specific 373	  

allocators in his direct testimony. 374	  

Q. Please describe Schedule FR A-3. 375	  
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A. Schedule FR A-3 sets forth the calculation of the ROE collar described above and 376	  

contains the methodology to calculate the earned ROE for the prior year.  This calculation 377	  

utilizes the actual delivery service revenues for the applicable rate year and the operating 378	  

expenses, rate base and capital structure determined consistent with the other Schedules in 379	  

the tariff for that year, with any ratemaking adjustments and Commission disallowances.  If 380	  

the actual earned return (after reflecting prudence and reasonableness disallowances) for a 381	  

particular rate year is more than 50 basis points higher than the ROE calculated under the 382	  

formula for that year (after reflecting penalties for failure to meet metrics and performances 383	  

goals, if any), then a credit in the amount of the excess, plus interest, will be reflected  in the 384	  

next formula rate update filing.  If, however, the actual earned return is more than 50 basis 385	  

points lower than the formula ROE, a surcharge, in the amount of the shortfall, plus interest, 386	  

will be added to the next formula rate update filing to recover the deficiency. 387	  

Q. Please identify the formula rate "B" Schedules. 388	  

A. The sole FR "B" Schedule is Schedule FR B-1, "Rate Base Summary 389	  

Computation." 390	  

Q. Please describe Schedule FR B-1. 391	  

A. Schedule FR B-1 is the summary rate base Schedule.  The Schedule has three 392	  

primary sections.  The first section calculates net plant investment as of the end of the 393	  

Base Year (most recent year for which filed FERC Form 1 data is available).  The second 394	  

section sets forth the other components of rate base that are calculated in the supporting 395	  

apps.  The third section summarizes the projected plant additions through the year in 396	  

which the filing is made along with adjustments for Accumulated Depreciation through 397	  

the end of the same period.  Schedule FR B-1 aggregates all of these components.  398	  
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Ameren Illinois witness Mr. Stafford discusses the calculation for net plant investment, 399	  

the other components of rate base, and projected plant additions and accumulated 400	  

depreciation reserve. 401	  

Q. Please identify the Apps that support FR B-1. 402	  

A. The Apps for Schedule FR B-1 are: App 1 - Rate Base Information, App 2 - 403	  

Customer Deposits Information, App 3 - Cash Working Capital Information, App 4 - 404	  

Accumulated Deferred Income Taxes Information, App 5 - Deferred Charges 405	  

Information, and App 6 - Property Held for Future Use in Rate Base Information. 406	  

Q. Please describe App 1 - Rate Base Information. 407	  

A. App 1 - Rate Base Information provides the itemized ratemaking adjustments to 408	  

Plant in Service and Accumulated Depreciation Reserve to remove costs recovered 409	  

through other tariffs or disallowed from rate base in prior cases.  It also includes the 410	  

calculations for Customer Advances for Construction, Projected Plant Additions and 411	  

Depreciation Reserve, and other rate base adjustments.  Mr. Stafford addresses these rate 412	  

base adjustments in his direct testimony. 413	  

Q. Please describe App 2 - Customer Deposits Information. 414	  

A. App 2 - Customer Deposits Information provides the balance for Customer 415	  

Deposits.  Mr. Stafford provides the analysis and workpapers supporting the calculation 416	  

of the Customer Deposits balance included in the revenue requirement in this proceeding. 417	  

Q. Please describe App 3 - Cash Working Capital Information. 418	  

A. App 3 - Cash Working Capital provides the calculation of the cash working 419	  

capital (CWC) allowance.  The CWC calculation is based upon a lead/lag methodology 420	  
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supported by the testimony and workpapers of Ameren Illinois witness Mr. David Heintz.   421	  

The analysis required for determining the lead/lag days is very detailed and time 422	  

consuming.  Unless there is a change in law or procedure that materially changes the 423	  

lead/lag days, Ameren Illinois proposes to update the leads/lag analysis every three years 424	  

for purposes of the PBR template.  Except in every third year when the lead/lag days 425	  

were reviewed, the CWC calculation would only require an update of the revenue and 426	  

expenses for the applicable calendar year. 427	  

Q. Please describe App 4 - Accumulated Deferred Income Taxes Information. 428	  

A. App 4 - Accumulated Deferred Income Taxes Information provides the 429	  

components of the reduction to rate base for ADIT.  As Ameren Illinois witness Mr. 430	  

Stafford explains, App 4 is supported by workpapers that provide a detailed itemization 431	  

of all of the components of the ADIT balance and the nature of the associated tax timing 432	  

difference.  App 4 also applies jurisdictional allocators from Schedule FR A-2. 433	  

Q. Please describe App 5 - Deferred Charges Information 434	  

A. App 5 - Deferred Charges Information itemizes the regulatory assets and deferred 435	  

charges that would be included in rate base and the manner in which those items would 436	  

have been allocated to delivery services.  As Mr. Stafford explains, App 5, like App 4, is 437	  

supported by a workpaper that reconciles any amounts included in rate base to the 438	  

amount that would be reported on AIC's balance sheet. 439	  

Q. Please describe App 6 - Property Held for Future Use in Rate Base 440	  

Information. 441	  
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A. App 6 - Property Held for Future Use in Rate Base Information provides a listing 442	  

of all properties that are reported as Property Held for Future Use and included in rate 443	  

base as distribution plant.  Mr. Stafford's testimony sets forth the amount of Property 444	  

Held for Future Use that AIC is seeking to include in rate base in this initial filing. 445	  

Q. Please identify the formula rate "C" Schedules. 446	  

A. The FR "C" Schedules are as follows: 447	  

• Schedule FR C-1 is "Expenses Computation" 448	  

• Schedule FR C-2 is "Depreciation and Amortization Expense 449	  
Computation" 450	  

• Schedule FR C-3 is "Pension Funding Costs Computation" 451	  

• Schedule FR C-4 is Taxes and Gross Revenue Conversion Factor 452	  
Computation 453	  

Q. Please describe Schedule FR C-1. 454	  

A. Schedule FR C-1 provides the delivery service jurisdictional operating expenses 455	  

and taxes other than income included in the revenue requirement.  Operating expenses 456	  

include distribution, customer-related and Administrative and General (A&G) expenses. 457	  

These expenses are adjusted to remove costs recovered through other tariffs, previously 458	  

disallowed in prior ICC orders, or ordinarily not recovered in rates.  These adjustments 459	  

are itemized in App 7 and discussed in greater detail in the testimony of Mr. Stafford.  In 460	  

addition, a portion of A&G expense is allocated to the transmission function.  Schedule 461	  

FR C-1 also provides Taxes Other Than Income and allocates them between functions 462	  

using the Schedule FR A-2 allocators. 463	  

Q. Please describe Schedule FR C-2. 464	  
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A. Schedule FR C-2 provides depreciation and amortization expense adjusted to 465	  

remove amounts associated with plant costs allocated to AIC's gas operations, recovered 466	  

through other tariff, or disallowed in prior ICC orders.  Schedule FR C-2 also provides 467	  

the forecasted changed in depreciation expense for the calendar year of the filing.  The 468	  

calculation of depreciation expense is supported by App 8 and the testimony of Mr. 469	  

Stafford. 470	  

Q. Please describe Schedule FR C-3. 471	  

A. Schedule FR C-3 is not applicable to Ameren Illinois.  Commonwealth Edison 472	  

Company (ComEd) requires this schedule because it has a Pension Asset, an asset that 473	  

Ameren Illinois does not have.  However, because the Ameren Illinois Rate MAP-P tariff 474	  

and template was modeled after that of ComEd, AIC has retained this schedule in its 475	  

workbook so that Rate MAP-P schedule numbering and schedule content is consistent 476	  

with ComEd's PBR tariff.  477	  

Q. Please describe Schedule FR C-4. 478	  

A. Schedule FR C-4 calculates the effective income tax rate and the tax effect of the 479	  

interest deductions.  The income tax rate is based on statutory incomes tax rates for the 480	  

same year as the historical cost data.  Tax adjustments, such as amortization of 481	  

Investment Tax Credits (ITCs), are also summarized on this Schedule.  Mr. Stafford's 482	  

testimony addresses the calculation of the Interest Synchronization Deduction, 483	  

Amortization of ITCs and the Gross Revenue Conversion Factor. 484	  

Q. Please identify the Apps that support the FR "C" Schedules 485	  
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A. The Apps that support the FR "C" Schedules are:  App 7 - Expense Information, 486	  

App 8 - Depreciation Information, App 9 - Tax Adjustment Information, and App 10 - 487	  

Other Revenues Information.  The formula template also contains App 11 - Franchise 488	  

Delivery Service Information, which is not applicable to Ameren Illinois.  AIC has 489	  

included App 11 in its tariff for reasons of consistency with the schedule and numbering 490	  

of ComEd's PBR tariff, as discussed above.  491	  

Q. Please describe App 7 - Expense Information. 492	  

A. App 7 - Expense Information identifies any ratemaking adjustments to the O&M 493	  

expenses on Schedule FR C-1 to remove costs typically not recovered through delivery 494	  

service rates, recovered through other tariffs, or otherwise voluntarily excluded.    App 7 495	  

also identifies the Uncollectibles Adjustment, as well as any one time annual expenses 496	  

over $3.7 million amortized over five years in accordance with Section 16-108.5.  Mr. 497	  

Stafford's testimony addresses these ratemaking adjustments.  In addition, App 8 498	  

identifies the delivery service components of regulatory asset amortization recorded in 499	  

Account 407.3, and the allocated amounts of taxes other than income. 500	  

Q. Please describe App 8 - Depreciation Information. 501	  

A. App 8 - Depreciation Information identifies any ratemaking adjustments to 502	  

depreciation and amortization expense to remove amounts recovered through other 503	  

tariffs, as well as amounts related to plant costs disallowed in previous ICC orders but not 504	  

written off of AIC's books.  App 8 also shows the projected change in depreciation 505	  

expense for the calendar year in which the filing occurs.  Mr. Stafford's testimony 506	  

addresses these ratemaking adjustments and the calculation of the projected change in 507	  

depreciation expense. 508	  
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Q. Please describe App 9 - Tax Adjustment Information. 509	  

A. App 9 - Tax Adjustment Information identifies any adjustments to income taxes, 510	  

in particular the amortization of Investment Tax Credits and the portion allocated to 511	  

delivery service. 512	  

Q. Please describe App 10 - Other Revenues Information. 513	  

A. App 10 - Other Revenues Information identifies all other sources of operating 514	  

revenue from FERC Accounts 450-457.2 and how each item is allocated to the delivery 515	  

service function. 516	  

Q. Please identify the formula rate "D" Schedules.   517	  

A. Schedule FR D-1 is the "Cost of Capital Computation" and Schedule FR D-2 is 518	  

the "Average Yield on Treasury Securities Computation."   519	  

Q. Please describe Schedule FR D-1. 520	  

A. Schedule FR D-1 is a summary schedule reflecting the calculation of AIC's 521	  

overall weighted average cost of capital.  Schedule FR D-1 outlines AIC's sources of 522	  

capital and calculate the percentages of capital attributable to short- and long-term debt 523	  

and common equity.  In addition, Schedule FR D-1 provides the cost of common equity, 524	  

the cost of short- and long-term debt and the cost of AIC's credit facilities and weights 525	  

each according to the applicable capitalization ratios.  Column C of this schedule 526	  

provides the cost of capital for purposes of the annual revenue requirement, and Column 527	  

D computes the ROE and cost of capital, including performance metrics penalty, if any, 528	  

for purposes of the reconciliation and ROE Collar.  Mr. Martin discusses the details of 529	  

AIC's capital structure and cost of capital for purposes of this filing. 530	  
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Q. Please describe Schedule FR D-2. 531	  

A. Schedule FR D-2 provides the calculation of the average monthly market yield on 532	  

the 30-year Treasury bill, the rate used to calculate the cost of common equity in the 533	  

formula.  The Schedule provides the average of the daily yields for each month and then 534	  

averages those monthly averages.  The data used to populate this calculation are available 535	  

from the H.15 Selected Interest Rate report, available on the website of the Board of 536	  

Governors of the Federal Reserve Board. 537	  

Q. Please identify the Apps that support the FR "D" Schedules. 538	  

A. The Apps that support the FR "D" Schedule are App 12 - Cost of Short-Term 539	  

Debt Information and App 13 - Embedded Cost of Long-Term Debt and Preferred Stock 540	  

Information. 541	  

Q. Please describe App 12 - Cost of Short-Term Debt Information. 542	  

A. App 12 provides the balances and costs of short-term debt and the cost of 543	  

maintaining AIC's lines of credit.  Mr. Martin explains the methodology for calculating 544	  

the short-term debt amounts and costs, as well as the cost of maintaining AIC's lines of 545	  

credit.   546	  

Q. Please describe App 13 - Embedded Cost of Long-Term Debt Information 547	  

and Preferred Stock Information. 548	  

A. App 13 provides the balances and costs of AIC's long-term debt as well as details 549	  

on preferred stock.  Mr. Martin's testimony also discusses the sources of AIC's long-term 550	  

debt and the methodology for calculating their costs. 551	  

Q. Does the MAP-P tariff provide for annual filings? 552	  
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A. Yes.  As required by Sections 16-108.5(c)(6) and (d), Rate MAP-P provides for 553	  

filings by May 1 of each year to reflect: (i) historical data from the most recently filed 554	  

FERC Form 1, plus projected plant additions and correspondingly updated depreciation 555	  

reserve and depreciation expense for the year of filing, (ii) a reconciliation of the revenue 556	  

requirement reflected in rates for each year, with what the revenue requirement would 557	  

have been had the actual cost information for the year been available at the filing date, 558	  

and (iii) any adjustments, including adjustments to reflect an earned rate of return on 559	  

common equity outside the statutory range, required by Sections 16-108.5(c) and (d).  560	  

New electric delivery service charges would become effective for the first bills issued for 561	  

the January billing period of the following year.  These filings will provide the updated 562	  

data and documentation for the PBR formula. 563	  

Q. How is rate design addressed in the PBR process? 564	  

A. Mr. Schonhoff performs Rate Zone level class cost of service studies to derive the 565	  

Rate Zone revenue requirements.  Rate Class Revenue Requirement allocations and rate 566	  

design are discussed by Mr. Jones.  The PBR revenue requirement is translated into 567	  

delivery service charges using the formula in Appendix B of Rate MAP-P and a rate 568	  

design consistent with the Commission’s order in Docket No. 09-0306 (cons.). 569	  

V.  SUMMARY OF OTHER WITNESSES’ TESTIMONY 570	  

Q. Please summarize the testimonies of the other AIC witnesses. 571	  

A. In addition to my testimony, each of the following witnesses provides direct 572	  

testimony with this filing: 573	  

574	  
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 575	  

Exhibit Number Witness Topics Addressed 

2.0 Ronald D. Stafford Data inputs to the PBR formula 
template (Rate MAP-P, Appendix A) 
and information requirements in 
support of the filing. 

3.0 Ryan J. Martin Capital Structure, Cost of Debt, ROE  

4.0 David A. Heintz Cash Working Capital 

5.0 Michael J. Getz Administrative and General (A&G) 
expenses / Plant Investment 

6.0 Ronald D. Pate Overview of AIC's Electric Delivery 
System, Capital Expenditures, 
Operating Expense and Specific 
Projects and Programs. 

7.0 Stan E. Ogden Overview of AIC's Electric Customer 
Service Operations 

8.0 Krista G. Bauer Incentive Compensation 

9.0 Leonard M. Jones Rate Design, Proposed Charges, New 
and Revised Tariffs 

10.0 Ryan K. Schonhoff Rate Zone Class Cost of Service 
Studies 

VI.  CONCLUSION 576	  

Q. Does this conclude your revised direct testimony? 577	  

A. Yes, it does.578	  
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STATEMENT OF QUALIFICATIONS 
ROBERT J. MILL 

I began my career at Central Illinois Public Service Company (CIPS) in 1976, 

in the Accounts Payable group within the Accounting Department.  In 1979, I was 

promoted to the Rates and Research Department and held several analytical and 

supervisory positions related to cost of service, rate design and rate administration within 

that department until 1989, when I was named Manager, Rates and Research Department.  

I became an employee of Ameren Services Company in 2001. In 2002, I became manager 

of the State Regulatory Policy Department and was named general manager over 

Regulatory Policy and Planning in 2003. In that role, I had involvement in state 

regulatory matters in both Illinois and Missouri.  Subsequently I was promoted to 

director, with the same responsibilities. Effective January 1, 2009, I was transferred to 

Central Illinois Light Company (CILCO) as Director of Regulatory Policy and Rates 

working on behalf of all three Ameren Illinois legacy companies (CILCO, CIPS, and 

Illinois Power Company (IP); collectively, these three companies are referred to as the 

“legacy companies”). With the merger of the three Ameren Illinois legacy companies in 

2010, I became an employee of Ameren Illinois Company in the same capacity.  

I received a Bachelor of Science degree in 1975 from Western Illinois University 

and a Master of Arts degree in business administration in 1981 from Sangamon State 

University (now known as the University of Illinois at Springfield). I have previously 

testified in proceedings before the Illinois Commerce Commission, the Missouri Public 

Service Commission, and the Federal Energy Regulatory Commission. 


