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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 12-0001 2 

REBUTTAL TESTIMONY OF  3 

ROBERT J. MILL 4 

Submitted on Behalf Of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

Q. Please state your name and business address. 8 

A. My name is Robert J. Mill.  My business address is 2600 N Center Street, Maryville, 9 

Illinois 62062. 10 

Q. Are you the same Robert J. Mill who submitted direct testimony in this proceeding? 11 

A. Yes, I am. 12 

II. PURPOSE OF TESTIMONY 13 

Q. What is the purpose of your rebuttal testimony in this proceeding? 14 

A. My rebuttal testimony responds to the direct testimony of Illinois Commerce 15 

Commission (Commission) Staff (Staff) witnesses Ms. Diana L. Hathhorn regarding 16 

reconciliation rate base, uncollectibles expense and proposed changes to the formula rate 17 

template and tariff sheets, and Mr. Samuel S. McClerren regarding  Rate MAP-P statutory 18 

compliance.  I also respond to Illinois Industrial Energy Consumers (IIEC) witnesses Mr. 19 

Michael P. Gorman's use of an average year rate base and Mr. Robert R. Stephens regarding the 20 

alleged complexity of Rate MAP-P; the Illinois Office of Attorney General (AG) and AARP 21 
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joint witness Mr. David Effron, and Citizens Utility Board (CUB) witness Mr. Ralph Smith 22 

regarding reconciliation rate base.  23 

Q. Are you sponsoring any exhibits with your rebuttal testimony? 24 

A. Yes.  I am sponsoring the following exhibits: 25 

 Ameren Exhibit 12.1: Summary of proposed revisions to Appendix A of the 26 

Rate MAP-P tariff, the formula rate template.  This exhibit provides a 27 

comprehensive summary listing of all revisions to the Rate MAP-P tariff. 28 

 Ameren Exhibit 12.2: A revised Rider EUA in legislative language style 29 

adopting the net write-off method.  30 

III. AVERAGE VS. YEAR-END RATE BASE 31 

Q. Do the parties in this proceeding have recommendations regarding the rate base to 32 

be used in the annual reconciliation?  33 

A. Yes. Staff witness, Ms. Hathhorn, IIEC witnesses, Mr. Gorman and AG/AARP witness 34 

Mr. Effron, and CUB witnesses, Mr. Smith all recommend that AIC use an average rate base, 35 

rather than the year-end rate base to measure the actual results achieved during the year for 36 

purposes of the formula rate reconciliation calculation. 37 

Q. What is the basis for their recommendations? 38 

A.  The witnesses’ bases for their recommendations can be summarized as follows: (i) their 39 

interpretation of Section 16-108.5 of the Public Utilities Act (the Act) concerning the 40 

reconciliation requirement, (ii) the contention that  average rate base more closely matches actual 41 

capital investment in plant and associated return requirements during the year to other expenses 42 

incurred during the year; and (iii) the contention that year end rate base will over state the 43 

revenue requirement. 44 
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Q. Does AIC agree with their recommendations? 45 

A. No.  As also explained by AIC witness, Mr. Craig D. Nelson from a policy perspective, 46 

these recommendations should be rejected.  I address certain of the specifics of the average rate 47 

base issue.  In particular, on page 13 of her direct testimony, Ms. Hathhorn asserts that average 48 

rate base more closely matches actual capital investment in plant and associated return 49 

requirements during the year to other expenses incurred during the year.  She then contrasts her 50 

average rate base with use of a year-end rate base which, in her terms, calculates revenue 51 

requirement assuming that the rate base in service at the end of the year was actually in service 52 

for the entire year.  53 

Q. Is Ms. Hathhorn’s characterization of a year-end rate base correct? 54 

A. No.  The reconciliation year, at the time of reconciliation, is a fully historical period.  For 55 

example, when the 2013 reconciliation is filed before May 1, 2013, the reconciliation will be for 56 

the historical year 2012 and based on that year's actual FERC Form 1.   The end of year rate base 57 

thus matches investment with rates that are prospective in application, as further explained by 58 

Mr. Nelson.   59 

Q. How does the average rate base proposal conflict with the tariff? 60 

A. The construct of the formula rate law is to first estimate revenue requirements using 61 

actual costs for an historical period and projected values (for the year of filing) for "year-end" 62 

plant in service balances, plus associated depreciation expense and accumulated depreciation as 63 

if the projected plant values were indeed in service at the end of the projected period.  Ms. 64 

Hathhorn has not proposed any adjustment to use an average rate base for this projected period, 65 

which is consistent with the Company’s view of the Act.  Once an estimated or projected period 66 
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becomes an actual period, then the formula rate tariff requires a true-up or reconciliation of the 67 

projected period using costs as they would be recorded in Form 1 for the now historical period.  68 

The Company’s first reconciliation is based on actual costs for test year 2012.  Such 69 

reconciliation will be included in the annual update filing to be made with the Commission on or 70 

before May 1, 2013.  The charges to customers would reflect a reconciliation adjustment 71 

beginning with the January billing period for 2014.  Under the Company’s proposal the 72 

reconciliation for 2012 would adopt year-end 2012 plant balances for rate base.   Ms. Hathhorn 73 

did not propose using an average rate base for both the projected period and the actual period.  74 

The illogical and mismatched result would reconcile an estimated revenue requirement initially 75 

calculated assuming a year-end rate base, to a subsequent calculation using a fully historical 76 

period and an average rate base.    77 

Q. Are there other impacts of reconciling to an average rate base? 78 

A. Yes.  Such a reconciliation will likely result in AIC simply not recovering the difference 79 

between the average rate base amount and the year end plant balance for the reconciliation 80 

period.  The reconciliation will reconcile the projected year end balance for the reconciliation 81 

year back to an average balance, resulting in an under-recovery for reconciliation rate base.  In 82 

the subsequent rate year, rates will reflect the year end plant balance of the reconciliation year 83 

plus projected plant additions for the subsequent year. But by reconciling the reconciliation year 84 

rate base back to an average rate base, the reconciliation revenue requirement will be understated 85 

once again. In short, AIC will be forced to forego those dollars each year, as a permanent 86 

deferral, even though, as discussed by Mr. Nelson, ratepayers were benefiting from a full year of 87 

the plant's service.  88 
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Q. IIEC witness, Mr. Gorman also recommends that projected plant additions for a 89 

rate year be determined using an average rate base.  Please respond. 90 

A. He argues that an average year rate base is more consistent for recovery of actual 91 

reasonable and prudent costs in the rate year.  He proposes that Schedule FR B-1 should be 92 

modified to reflect an average year rate base instead of an end-of-year rate base. This 93 

recommendation should be rejected for the reasons explained by Mr. Nelson.  To adopt Mr. 94 

Gorman's recommendation would effectively cut in half AIC's projected plant additions in the 95 

rate year.   96 

Q. Please respond to Mr. Gorman's statement that the use of end-of-year data will 97 

overstate AIC's actual invested capital costs in 11 months of the 12-month rate year.  98 

A. The Act doesn’t require an averaging of plant additions, and customers will not be paying 99 

the resulting rates for the plant additions until after the forecasted plant is used and useful, and 100 

actually providing service to customers.  The annual formula rate update filings use projections 101 

of plant investment; however, by the time the new charges take effect for the subsequent 102 

January, the projected plant investment will be serving customers.  The Company's formula rate 103 

methodology is consistent with the Commission's practices with respect to historical year filings.  104 

Therefore, the Company's formula rate proposal will properly reflect AIC's actual invested 105 

capital when the resulting new charges appear on customer bills. 106 

IV. RESPONSE TO STAFF WITNESS, MS. HATHHORN 107 

Q. Do you have any comments with respect to Ms. Hathhorn's proposal to modify 108 

language in the formula template, Appendix A of the Rate MAP-P tariff for reconciliation 109 

average rate base? 110 
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A. I do not accept any of her proposed edits designed to implement average rate base for the 111 

reasons indicated above. 112 

Q. What is Ms. Hathhorn's recommendation regarding Uncollectible Expense? 113 

A. Ms. Hathhorn recommends changes that would essentially mean the formula rate would 114 

always reflect zero for the uncollectible expense component in the annual reconciliation (Sch FR 115 

A-1 – REC), with the reconciliation of uncollectible expense occurring pursuant to the 116 

uncollectible expense adjustment rider (Rider EUA).    117 

Q. Do you agree with this recommendation? 118 

A. Yes.  I fully understand the concerns regarding the reconciliation or true-up of 119 

uncollectible expense occurring within Rate MAP-P and in Rider EUA.   I concur with revising 120 

Sch FR A-1 REC as provided for in Ms. Hathhorn’s testimony (ICC Staff Ex.1.0) at lines 341 121 

through 347.  These changes will be reflected in my summary of changes table (Table 1), in 122 

Ameren Exhibit 12.1, and identified within the rebuttal formula template sponsored by Mr. 123 

Stafford.  The Rate MAP-P template revisions listed in Ameren Exhibit 12.1 are also identified 124 

in Mr. Stafford’s formula template exhibit through the use of borders around cells reflecting the 125 

revisions.  The compliance Rate MAPP-P tariff at the conclusion of this proceeding will reflect 126 

the changes agreed to by the Company and those ordered by the Commission. 127 

Q. Please respond to Ms. Hathhorn's recommendation that AIC change its basis for 128 

uncollectible expense to the net write-off method in Rider EUA.   129 

A. I accept her recommended change for Rider EUA to the net write-off method.  It seems 130 

reasonable that both the electric and gas uncollectible riders should operate identically in this 131 
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regard.  Additionally, I sponsor Ameren Exhibit 12.2, which sets forth revised Rider EUA 132 

language necessary to implement the net write-off method.  I have included the changes in 133 

legislative style so they may be easily reviewed.  I would propose that compliance Rider EUA 134 

tariff sheets be filed pursuant to the final Order in this proceeding.  135 

Q. Are there any issues to be addressed when converting the Rider EUA to the net 136 

write-off method? 137 

A. Yes. Just as experienced with the recent compliance filing for the gas uncollectibles rider 138 

(Rider GUA), converting from Account 904 to a net write-off basis must be "effective at the 139 

beginning of the first full calendar year after the new rates in such proceeding are first placed in 140 

effect and an adjustment shall be made, if necessary, to ensure the change does not result in 141 

double-recovery or unrecovered uncollectible amounts for any year." (220 ILCS 5/16-115.8)  142 

Rates from this proceeding will take effect in October 2012, so the first full calendar year 143 

following would be 2013.  The gas Rider GUA will begin reconciling to net write-offs beginning 144 

with the 2013 calendar year.   Thus, the first Rider EUA incremental adjustment amounts 145 

reflecting a net write-off basis would be filed in May 2014 for factors effective from June 2014 146 

through May 2015, reflecting the difference between net write-offs and the uncollectible expense 147 

amount included in rates for 2013.  The proposed Rider EUA reflects the above modifications. 148 

Q. Does Ms. Hathhorn propose revisions to the MAP-P tariff schedules? 149 

A. Yes.  She proposes various revisions within her testimony and reflects each of her 150 

revisions in her Attachment A.  I will discuss her proposed revisions below. I summarize all the 151 

Company’s rebuttal revisions to the formula template set forth in Ameren Exhibit 12.1.   152 
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Q. What formula template revisions proposed by Ms. Hathhorn do you accept? 153 

A. Table 1 below lists the Schedule number and Line numbers of the formula rate template 154 

revisions I am accepting from Ms. Hathhorn's testimony and summary list on her Attachment A 155 

to ICC Staff Exhibit 1.0. 156 

Table 1 157 

Schedule No. Line 

Nos. 

Accepted Revision 

FR A-1 REC 2 At Sch FR A-1 – REC line 2, change Description to read 

“Customer Acct Expense After Adjs”. Change the source 

to: "Sch FR C-1 Ln 3 Col D". 

FR A-1 REC 2a At Sch FR A-1 – REC insert a new line 2a, add a 

Description to read "Prior Yr Total DS Uncollectibles". 

Add source: "Prior Year: Sch FR C-1 Ln 6 Col D + Sch 

FR A-1 Ln 28". 

FR A-3 14-

16 

Add FERC Form 1 page, line and footnote reference to 

Col. (B) 

 

FR A-3 16 Add footnote to clarify 

 

FR A-4 2 Add new footnote 2 to clarify and revise Col. (F) footnote 

1 

 

FR B-1 26 Revise description of CWIP 

FR D-1 15 Revise to edit footnote (1) for addition of new workpaper 
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Q. Are there any other template revisions proposed by Ms. Hathhorn that you accept 158 

subject to further modification? 159 

A. Yes.  As discussed in ICC Staff Exhibit 1.0 at lines 453-454 she proposes to revise the 160 

column (B) reference on schedule FR A-4 at line 2, from Line 24 to Line 25.  However, upon 161 

further review, the column (B) reference requires further corrections.  Presently it reads, "Prior 162 

Yr Sch FR A-1 Ln 24".  The reference to "Prior Yr" is unnecessary since the intended source 163 

number is on Sch FR A-1 Ln 25 of the template.  I support a revision to   schedule FR A-4, line 164 

2, column (B) to read "Sch FR A-1 Ln 25".  165 

Q. Please discuss her proposed revisions to Schedule FR A-4. 166 

A. There are several.  Her proposed change to line 2, column (B) is intended to correct a 167 

reference source for the data.  I have already discussed this revision.    A footnote number (2) is 168 

proposed to require a workpaper if more than one prior year applicable net revenue requirement 169 

was in effect for the reconciliation year.  I have accepted this change as reflected in Table 1 170 

above.    There are other revisions being proposed in conjunction with a change in the interest 171 

rate from the Company’s proposed weighted average cost of capital to the Commission interest 172 

rate on deposits.  AIC opposes this change for the reasons discussed in Mr. Nelson's testimony.  173 

Therefore, the Company rejects Ms. Hathhorn’s revisions associated therewith.  Unrelated to the 174 

basis for the interest rate, Ms. Hathhorn proposes some additional revisions to Sch FR A-4 to 175 

App 4 All Revise to reflect calculation on WP 4 

App 10 All Revise to reflect calculations on WP 10 
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change how the interest rates and formulas are represented in the formula template. These 176 

proposed revisions are also being rejected as I will explain further. 177 

Q. Please describe Ms. Hathhorn's proposed revisions to Sch FR A-4 intended to 178 

modify the payment stream for a prospective surcharge or refund amount. 179 

A. Ms. Hathhorn changes the formula for a prospective reconciliation surcharge or refund 180 

(with interest) from a traditional levelized equal monthly payment methodology proposed by the 181 

Company, to one that attempts to weight each month by the remaining months in payment year.  182 

Modeling of Ms. Hathhorn's revisions demonstrates that her proposed formula applied to lines 183 

19-30 of column (F) is mathematically flawed, and the results show that her method will not 184 

achieve the objective of surcharging or crediting the full reconciliation amount, plus interest to 185 

customers.  Mr. Stafford discusses this issue in his testimony and presents the supporting 186 

comparative analysis between methods. 187 

Q. Please summarize your Ameren Exhibit 12.1 that sets forth formula rate template 188 

revisions to the proposed Rate MAP-P Appendix A. 189 

A.  Ameren Exhibit 12.1 is divided into two sections. The top half of the exhibit summarizes 190 

revisions proposed by Staff and agreed to by Company.  The lower half of the exhibit provides 191 

additional revisions that are intended to further clarify or correct certain descriptions, sources and 192 

formulas within the template.   193 

Q. How are the various revisions that are listed in Ameren Exhibit 12.1 reflected in the 194 

Company’s rebuttal filing? 195 
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A. Mr. Stafford reflects each of the Company’s formula rate template revisions in his 196 

rebuttal formula rate template, Ameren Exhibit 13.1.   So that each change can easily be seen, 197 

Mr. Stafford has placed a border around each cell where a revision to the template has been 198 

made.  Pursuant to the final Order in this proceeding, the compliance Rate MAP-P tariff sheets 199 

(and Appendices A and B) will be filed, reflecting all of the Commission Ordered revisions.  200 

 201 

V. RESPONSE TO STAFF WITNESS, MR. MCCLERREN 202 

Q. Did Mr. McClerren find any missing material in AIC's proposed tariff? 203 

A. No. 204 

Q. Please describe Mr. McClerren's recommendations for Rate MAP-P. 205 

A. Mr. McClerren expresses a preference that AIC could have provided additional detail 206 

regarding termination terms and conditions of Rate MAP-P, similar to the level of detail found in 207 

Commonwealth Edison Company's (ComEd) Delivery Service Pricing and Performance (DSPP) 208 

tariff filing.  He also recommends AIC add the termination detail to its "Application of Delivery 209 

Service Charges" and "Informational Filings" tariff sections.   210 

Q. Does the Company agree to provide the additional detail requested? 211 

A. Yes. The Company's Rate MAP-P compliance tariff will reflect the requested language.  212 

Q. Do you agree with Mr. McClerren that it is appropriate to compare AIC's tariff for 213 

Rate MAP-P with ComEd's Rate DSPP tariff? 214 

A. Yes.  As I stated in my direct testimony in this proceeding, adopting a comparable 215 

formula template design should facilitate a more efficient review process. 216 
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Q. Does Mr. McClerren have any additional recommendations? 217 

A. Yes.  AIC plans a four business day filing interval rather than the two day filing interval 218 

utilized by ComEd.  Because AIC has three separate rate zones, and the added complexity 219 

supports a need for additional filing time, he recommends the Commission grant AIC’s request 220 

for a four business day filing interval. 221 

VI. RESPONSE TO IIEC WITNESS, MR. GORMAN 222 

Q. Does Mr. Gorman propose any modifications to the tariff schedules? 223 

A. Yes.  He recommends Company Schedule FR B-1 be modified to reflect an adjustment to 224 

rate year additions for projected plant additions and accumulated reserve adjustments to reflect 225 

one half of the additions for the rate year plant additions projection.  He also states, for this 226 

proceeding, full projections for 2011 would be reasonable, but only average balances should be 227 

used for 2012.    228 

Q. Do you agree with this modification? 229 

A. No.  For the reasons discussed above and by Mr. Nelson, these modifications to Schedule 230 

FR B-1 are appropriate. 231 

VII. RESPONSE TO IIEC WITNESS, MR. STEPHENS 232 

Q. Please summarize Mr. Stephen's concern with Rate MAP-P 233 

A. Mr. Stephens believes Rate MAP-P is unduly complex and more specific than necessary. 234 

He finds the level of detail included in the tariff and appendices to go beyond what is required to 235 

define a standardized process as the formula rate tariff requires.  Finally, he believes Rate MAP-236 

P is not conducive to customer understandability.    237 
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Q. Is Rate MAP-P unduly complex and more specific than necessary? 238 

A. No. I would also note that Mr. Stephens does not reject the specific items in the tariff.  He 239 

simply recommends Appendices A and B not be included as part of the tariff.   240 

Q. Why is Rate MAP-P detailed as proposed? 241 

A. First, Ameren Illinois has included the information and formulas that  are necessary for a 242 

full and complete implementation of the formula rate provisions of the Act.  Second, in an era 243 

where transparency is trumpeted as a goal in ratemaking and in other regulatory activities, the 244 

tariff detail aims to meet that goal. In fact, Section 16-108(c) of the Act requires the formula 245 

tariff to "specify the cost components that form the basis of the rate charged to customers with 246 

sufficient specificity to operate in a standardized manner and be updated annually with 247 

transparent information."  Rate cases and tariffs by their very nature require detailed 248 

information.  For example, the Commission's required Part 285 schedules that accompany 249 

traditional rate case filings and formula rate filings are highly detailed and specific, but are 250 

heavily relied upon by participants for necessary information at the beginning of a rate case. 251 

Q. Does Rate MAP-P inhibit transparency in the ratemaking process? 252 

A. No, not at all. In my opinion, it adds transparency to the rate making process.  253 

Q. Would AIC consider removing Appendices A and B incorporated into the tariff? 254 

A. No.  It seems illogical that rate case participants and the Commission would prefer a tariff 255 

lacking any specificity of how each of the revenue requirement elements is computed and how 256 

revenue requirements should be converted into charges.  Having  templates and formulas in 257 

Appendix A and B that show the sources for data, formulas for computations, allocations, etc. 258 
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seems necessary for clarity and should be expected since the applicable provisions in law use the 259 

phrase "formula rate" numerous times.   The Commission's practice with respect to riders that 260 

rely on formulas has been to set forth those formulas in the tariff rather than only describing 261 

them in the tariff.  I am convinced our Rate MAP-P tariff with Appendices A and B when data is 262 

inputted will accommodate  efficient verification for accuracy, can be easily audited, and results 263 

can be replicated without ambiguity. 264 

VIII. CONCLUSION 265 

Q. Do you have anything further to add at this time? 266 

A. No.  This concludes my rebuttal testimony. 267 


