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 INTRODUCTION AND WITNESS QUALIFICATIONS I.9 

Q. Please state your name and business address. 10 

 My name is Ronald D. Stafford.  My business address is 1901 Chouteau Avenue, St. A.11 

Louis, Missouri. 12 

Q. Are you the same Ronald D. Stafford who sponsored direct and rebuttal testimony 13 

in this proceeding? 14 

 Yes, I am. A.15 

 PURPOSE AND SCOPE II.16 

Q. What is the purpose of your supplemental rebuttal testimony? 17 

 The purpose of my supplemental rebuttal testimony is to provide information regarding A.18 

the use of workpapers in the formula rate process and discuss specific concerns with Ms. Ebrey's 19 

proposal to define "formula rate structure" as just the two page Rate MAP-P tariff. 20 

 WORKPAPERS III.21 

Q. Why is its appropriate to treat the formula rate workpapers differently than the 22 
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formula rate schedules and appendices (Apps), as AIC witness Mr. Robert Mill proposes? 23 

 The formula rate structure, as reflected in the tariff, schedules and appendices, is fixed.  A.24 

Workpapers, however, change every time the Company files testimony. In fact, over the course 25 

of a formula rate update proceeding, there are hundreds of workpaper input changes. At the time 26 

the Company files its direct testimony, for example, workpaper inputs are repopulated with 27 

numbers that correspond with the Company’s formula rate requirement calculations and 28 

ratemaking adjustments. Changes are made to those inputs, where applicable, at each subsequent 29 

stage of the proceeding. For example, any changes to revenue requirement resulting from 30 

workpaper inputs at the Rebuttal filing would require an addition to, or a revision to, an existing 31 

workpaper. Such changes can include, for example, the Company’s agreement to accept one or 32 

of more of Staff’s proposed operating expense adjustments, either based on agreement with Staff 33 

or acceptance of adjustments in order to limit outstanding issues. Such acceptance would require 34 

modification to workpapers in support of App 7. Adjustments to revenue requirement could also 35 

require changes to workpapers at other stages of the proceeding, such as supplemental filings, 36 

submission of revenue requirement at surrebuttal or the briefing stage, and a compliance filing 37 

subsequent to the Commission’s Order issued in a formula rate update proceeding. Because the 38 

workpapers are dynamic, and the formula rate structure is not, it is appropriate to treat the 39 

workpapers separately and not include them in the definition of formula rate structure. Thus, Ms. 40 

Ebrey’ point that changes to AIC’s Workpaper 3 (WP3) is an example of a change that was made 41 

without Section 9-201 approval is incorrect, since WP3 is not part of the formula rate structure 42 

and protocols, setting aside Section 9-201 does not require approval  for the workpapers. 43 

Q. Ms. Ebrey claims that App 3, which is a part of AIC’s definition of the approved 44 
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formula rate template is simply a copy of WP3.  Do you agree? 45 

 WP3 is substantially similar to but not identical to App 3. Most notably, the designated A.46 

source for all inputs from a workpaper into App 3 is WP3. 47 

 RELATION OF FORMULA RATE SCHEDULES AND APPS TO TARIFF IV.48 

Q. What is the concern with Ms. Ebrey's definition of “formula rate structure”? 49 

 As Mr. Mill explains, her definition of formula rate structure as only the two pages of the A.50 

Rate MAP-P tariff is too narrow.  Major expense and rate base cost components for the filing 51 

year and reconciliation year revenue requirements are derived from cost inputs, allocators, 52 

adjustments and formulae in the supporting Schedules and Apps, with only the final determined 53 

value carried forward and reported on the summary schedules.  The supporting Schedules and 54 

Apps incorporate the protocols defined in EIMA, present various adjustments, allocations and 55 

computations for the input data, and provide the transparency necessary to permit standardized 56 

operation of the formula rate structure. This can be seen by a review of the data on Schedule FR 57 

A-1 and FR A-1REC, all of which is summary in nature and is derived from formulas that appear 58 

not on those two pages, but the supporting schedules and Apps. 59 

Q. Please describe the operating expense data presented on Schedule FR A-1. 60 

 There are nine separate categories of operating expenses that are listed on lines 1 through A.61 

9 of Sch FR A-1. (Note: the referenced line numbers in this section correspond with the Ameren 62 

Illinois Company’s August 19
th

 filing of changes to the formula rate template – Docket No. 13-63 

0517, see Exhibit No. 2.5).  The amount for each expense is carried forward from Sch FR C-1.  It 64 

is on Sch FR C-1 where input data and formulae from FERC Form 1, App 7, Schedules FR A-2 65 

and FR C-2 are utilized to derive the final amounts.  Therefore, the calculations and derivation of 66 
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final cost inputs for operating expense categories occurs on Sch C-1, with critical data and inputs 67 

also carried forward from supporting Schedules FR A-2, FR C-2 and App 7.  Ms. Ebrey's 68 

definition that limits the EIMA “formula rate structure” to the summary schedules would exclude 69 

all these calculations, even though they reflect the requirements of the formula rate, and allow 70 

them to be changed in every proceeding.  For this reason, this definition cannot be a reasonable 71 

interpretation that will foster standardized operation as EIMA envisioned. 72 

Q. Is operating expense for the Reconciliation period presented in a similar fashion on 73 

Sch FR A-1 REC?   74 

 Yes.  The only substantive differences in the reconciliation period operating expense A.75 

summary, from the presentation on Sch FR A-1 discussed above, is the inclusion of a separate 76 

value for DS Uncollectibles expense and the exclusion of forecasted depreciation and 77 

amortization expense.   78 

Q. Please describe the formula rate structure for DS Rate Base as presented on 79 

Schedule FR A-1 and Schedule FR A-1 REC. 80 

 Both of these summary schedules have a single line for DS Rate Base (line 11 of both A.81 

schedules).  The source for DS Rate Base amounts is Sch FR B-1.   82 

Q. Does it seem reasonable that DS Rate Base is represented by a single line item in Ms. 83 

Ebrey's proposed definition of “formula rate structure”? 84 

 No. But under Ms. Ebrey's proposal the Commission would define “formula rate A.85 

structure” to have but a single line for Ameren Illinois Company’s $2 Billion of DS Rate Base.  86 

It seems obvious to me that supporting Schedule FR B-1 that derives the individual rate base 87 
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components that begin with FERC Form 1 inputs, adjusted by data from Sch FR A-2 and 88 

supporting Apps 1 through 6, all must be included in the definition of “formula rate structure”.   89 

Q. Do you have any comments on the pre-tax weighted average cost of capital on the 90 

two summary schedules? 91 

 Yes.  Just like DS Rate Base, the pre-tax weighted average cost of capital percentage A.92 

amount is also represented as a single line (line 12) item on the two summary schedules. The 93 

Staff definition of “formula rate structure” adopts but a single line amount for Ameren Illinois 94 

Company’s weighted average cost of capital, rather than adopting Schedule FR D-1, which 95 

provides substantive detail and transparency for the component ratios and component costs 96 

before deriving the weighted average cost of capital that is transferred to the summary schedules.  97 

If the Staff definition of “formula rate structure” was adopted, it is possible that parties, Staff and 98 

Company will have the opportunity to present changes to Sch FR D-1 in future update 99 

proceeding and avoid the Section 9-201 requirement that has existed up until now.   100 

Q. Do you have any other examples where the summary schedules lack adequate detail 101 

and transparency under Staff’s new definition of “formula rate structure”? 102 

 Yes. The calculation details for the Reconciliation Adjustment of Prior Year with Interest A.103 

(line 28 of Sch FR A-1) and the ROE Collar adjustment (Line 29 of  Sch FR A-1) are also 104 

substantive elements of EIMA that  are excluded from the Staff definition of “formula rate 105 

structure”.  The details for the reconciliation interest calculation reside on supporting schedule 106 

Sch FR A-4, and the ROE Collar adjustment on Sch FR A-3.  Just like Ms. Ebrey's limitation of  107 

the “formula rate structure” to only operating expense totals, one total for DS Rate Base amount, 108 

and the summary total for the weighted average cost of capital  percentage, her proposal would 109 
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limit the Reconciliation adjustment interest and the ROE collar adjustment to just a result. The 110 

Reconciliation adjustment interest and ROE collar formulas (the calculation details) are an 111 

integral part of the formula rate structure, however.  Absent their inclusion, the Company, parties 112 

and Staff would be able to propose changes to the detailed calculations in future update 113 

proceedings, further complicating such proceedings and creating uncertainty. 114 

 CONCLUSION V.115 

Q. Does this conclude your supplemental rebuttal testimony? 116 

 Yes.  A.117 


