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STATE OF ILLINOIS 

 
      ILLINOIS COMMERCE COMMISSION 

 
  

THE PEOPLE OF THE STATE OF ILLINOIS,  ) 
ex. rel. LISA MADIGAN,      ) 
Attorney General of the State of Illinois   ) 
        ) 
Complaint to suspend tariff changes submitted by   )  
Ameren Illinois and to investigate Ameren Illinois Rate  )  
MAPP pursuant to Sections 9-201, 9-250 and 16-108.5 ) Docket No. 13-0501 
of the Public Utilities Act     )   
        ) (cons.) 
        ) 
AMEREN ILLINOIS COMPANY    )  
d/b/a Ameren Illinois      )  Docket No. 13-0517 
Revisions to its Formula Rate Structure and Protocols ) 

 
INITIAL BRIEF ON BIFURCATED ISSUES OF 
THE PEOPLE OF THE STATE OF ILLINOIS 

 
The People of the State of Illinois, by and through Attorney General Lisa Madigan (“AG” 

or “the People”) submit the following Initial Brief to address the bifurcated issues regarding the 

electric delivery service formula rate structure and tariffs of Ameren Illinois Company 

(“Ameren” or “AIC” or the “Company”). 

I. INTRODUCTION 

A.  Introduction 

This docket was initiated by the Verified Complaint of the People of the State of Illinois, 

requesting formula rate tariff changes and consolidated with the Commission’s suspension of 

tariff changes filed by AIC on August 19, 2013.  The Commission addressed the issues raised by 

the People’s Verified Complaint, as well as the Company’s August 19, 2013 tariff filing, in an 

Interim Order dated November 26, 2013. 
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AIC’s electric delivery rates are set pursuant to the Energy Infrastructure Modernization 

Act, 220 ILCS 5/16-108.5 (“EIMA” or Section 16-108.5), enacted in October, 2011 and 

amended effective May 22, 2013 by Public Act 98-0015.   EIMA authorizes electric utilities to 

change their rates every year based on a formula approved by the Commission.   Unlike other 

tariffs that set the rates, terms and conditions of service, or address discrete cost items such as 

uncollectibles1 or energy efficiency,2 the formula rate tariff comprehensively addresses all 

aspects of the Company’s delivery service revenue requirement.   

B.  Procedural History 

Pursuant to the Joint Motion to Consolidate filed by Ameren, Staff, and the People dated 

September 18, 2013, the parties in this proceeding agreed to defer consideration of certain issues 

until after the Interim Order.  These issues (the “bifurcated issues”) include the recommendation 

of Staff witness Theresa Ebrey that the Commission should (1) define the term “formula rate 

structure,” as used in Section 16-108.5(c) of the Public Utilities Act, to mean Ameren’s 

Schedules FR A-1 and FR A-1 REC; (2) define “formula rate template” to mean the formula rate 

schedules, Appendices or "Apps,” and related workpapers found in the Company’s annual 

electric delivery service formula rate filing; and (3) find that only changes to Schedules FR A-1 

and FR A-1 REC require Commission approval through a Section 9-201 filing.  Staff Ex. 8.0 at 

2, Ex. 11.0 at 2.  

C. Legal Standard 

Three sections of the PUA are implicated in this proceeding.  Section 16-108.5(c) of the 

PUA authorizes certain electric utilities to request a tariff setting forth a “performance-based 
                                                
1 220 ILCS 5/16-111/8. 
2 220 ILCS 5/8-103(f)(6); Ameren Rider EDR – Energy Efficiency and Demand Response Cost Recovery, 

Ill.C.C. No. 1, 1st Revised Sheet No. 42 (April 1, 2013), approved in Docket 10-0568, Order at 92-93 (Dec. 21, 
2010). 
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formula rate” that will “operate in a standardized manner and be updated annually with 

transparent information that reflects the utility’s actual costs.”  The formula rate shall “[p]rovide 

for the recovery of the utility’s actual costs that are prudently incurred and reasonable in amount 

consistent with Commission practice and law.” Subsection 16-106.5(c)(6) further provides:  

Subsequent changes to the performance-based formula rate 
structure or protocols shall be made as set forth in Section 9-
201 of this Act, but nothing in this subsection (c) is intended to 
limit the Commission's authority under Article IX and other 
provisions of this Act to initiate an investigation of a participating 
utility's performance-based formula rate tariff, provided that any 
such changes shall be consistent with paragraphs (1) through (6) 3  
of this subsection (c). Any change ordered by the Commission 
shall be made at the same time new rates take effect following the 
Commission's next order pursuant to subsection (d) of this Section, 
provided that the new rates take effect no less than 30 days after 
the date on which the Commission issues an order adopting the 
change. 

 

220 ILCS 5/16-108.5(c)(6) (emphasis added).   Section 9-201(b) of the Act provides that the 

Commission may suspend and hold a hearing on any tariff filing upon its own motion or upon a 

complaint.  The relevant text of Section 9-201(b) provides: 

Whenever there shall be filed with the Commission any 
schedule stating an individual or joint rate or other charge, 
classification, contract, practice, rule or regulation, the 
Commission shall have power, and it is hereby given authority, 
either upon complaint or upon its own initiative without 
complaint, at once, and if it so orders, without answer or other 
formal pleadings by the interested public utility or utilities, but 
upon reasonable notice, to enter upon a hearing concerning the 
propriety of such rate or other charge, classification, contract, 
practice, rule or regulation, and pending the hearing and decision 
thereon, such rate or other charge, classification, contract, practice, 
rule or regulation shall not go into effect. 

 

                                                
3 Paragraphs (1) through (6) of subsection (c) established the ratemaking protocols for the annual revenue 

requirement established by the Commission annually.  220 ILCS 5/16-108.5(c). 
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220 ILCS 5/9-201(b) (emphasis added).   

 Section 16-108.5(d) further addresses the Commission’s responsibility to consider the 

utility’s costs that will be included in formula rates in the annual formula rate filing.  That 

section provides in part:   

The Commission shall apply the same evidentiary standards, 
including, but not limited to, those concerning the prudence and 
reasonableness of the costs incurred by the utility, in the hearing as 
it would apply in a hearing to review a filing for a general increase 
in rates under Article IX of this Act.   
 

220 ILCS 5/16-108.5(d)(3).     

II. BIFURCATED ISSUES  

A. Should "formula rate structure” be defined to mean the approved tariff set 
forth in Ameren’s tariffs as Rate 21 MAP-P, Tariff Sheet Nos. 16 – 16.013? 

 
The People agree with Staff witness Ebrey’s contention in her direct testimony on 

bifurcated issues that “in various formula rate cases parties have interchangeably used the terms 

‘formula rate structure’ and ‘formula rate template’ thereby fostering confusion” (Staff Ex. 8.0 at 

5:104-106).  It would be salutary for judicial efficiency if the Commission clarified the meaning 

of the statutory term “formula rate structure” and encouraged parties in formula rate update 

proceedings to eschew use of the non-legal term “formula rate template.”  However, the People 

take no position on how the term “formula rate structure” should be defined, other than their 

comments in Part II(C) below. 

B. Should the “formula rate template” be defined to mean the formula rate 
schedules (other than FR A-1 and FR A-1 REC), appendices, and 
related work papers? 

 
As the term “template” does not appear anywhere in the Public Utilities Act, the People 

respectfully propose that the Commission find that the term “formula rate template” should not 
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be used by parties in testimony or briefing in future annual formula rate update proceedings.  

This position, however, should not be interpreted as opposition to Staff witness Ebrey’s 

proposals regarding which schedules and appendices should require a Section 9-201 proceeding 

to change. 

C. Should changes to only Schedules FR A-1 and FR A-1 REC require 
Commission approval through a Section 9-201 filing? 

 
In response to Staff witness Ebrey’s proposals, Company witness Robert J. Mill offered 

the following counter-proposal in his rebuttal testimony on bifurcated issues: the Commission 

should define “formula rate template” and “formula rate structure” to be the same concept, both 

referring to Schedules FR A-1 and FR A-1 REC and the supporting schedules and appendices.  

Mr. Mill also proposed that the Commission order the Company to file all of its supporting 

formula rate schedules and Apps as part of the Rider MAP-P tariff, instead of just Schedules FR 

A-1 and A-1 REC.   Mr. Mill also proposed that all changes to the “formula rate structure” as so 

defined should require a Section 9-201 filing.  AIC Ex. 6.0 at 6:120-121, 7:142-143,7:150-151, 

17:348-352. 

The People take no position on the competing proposals offered by Mr. Mill and Ms. 

Ebrey.  However, the People remain concerned that, if the Commission adopts Mr. Mill’s 

proposal, certain adjustments to operating expenses and rate base that are not currently included 

in the Company’s “formula rate structure” (as defined by the Company) might not be capable of 

being accommodated by the formula rate structure in the course of a future annual formula rate 

update proceeding.  For example, how will the formula revenue requirement be affected if a new 

cost or issue arises and the Commission approves an adjustment for reasons of prudence but the 
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adjustment does not entail a change to the calculations of the data inputs already outlined in the 

existing “formula rate structure” (as defined by the Company)?4 

During cross-examination, Mr. Mill agreed that, subject to potential modifications in 

Section 9-201 proceedings, the Company’s formula rate tariff is intended to be used to determine 

the Company’s electric distribution service revenue requirement throughout the term of the 

EIMA.5  Tr. at 70:18-71:1.  Mr. Mill also agreed that throughout the term of the EIMA, the 

Company could experience changes in electric distribution service costs, applicable accounting 

standards, or legal requirements.  Tr. at 71:2-20.  Mr. Mill also agreed that AIC’s parent 

company’s capital structure has been used as an “imputed” basis6 for AIC’s capital structure in 

the most recent formula rate update, Docket No. 13-0301.  Tr. at 73:5-8.  The potential for cost 

changes that may not be addressed in the formula rate structure requires that the annual formula 

rate update process allow for prudence-based adjustments that may not be presently 

contemplated by the formula rate filing sheets.  At a minimum, the Commission should order 

that each of the Company’s Appendices include an “Other” line item to accommodate prudence-

based adjustments not presently contemplated, if such Appendix does not already include an 

appropriate Other line. 

In a data request response, Mr. Mill stated that under the Company’s view, Staff and 

intervenors would continue to have the same opportunity to propose adjustments to exclude 

unreasonable, unjust, or imprudent expenses as they had in prior EIMA formula rate update 

cases.  AG Cross Exhibit 1-SH.  However, in response to another data request asking how, under 

                                                
4 To avoid confusion or begging the question of how “formula rate structure” should be defined, the People 

will refer to the Company’s “formula rate filing sheets” to mean Pages 1 through 30 of Exhibits 2.4 or 2.5. 
5 EIMA will apply to Ameren for 10 years from 2012, pursuant to Section 16-108.5(b)(2) of EIMA. 
6 The Appellate Court, Fourth District recently upheld the Commission’s similar treatment of AIC’s parent 

company’s capital structure as a basis for AIC’s capital structure in the formula rate docket nos. 12-0001 and 12-
0293.  Ameren Illinois Company v. Ill. Comm. Comm’n et al., 2013 IL App (4th) 121008 (4th Dist. Dec. 11, 2013, 
modified upon denial of rehearing Jan. 28, 2014), at ¶¶ 22-32. 
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Mr. Mill’s proposal, adjustments not currently identified or described on a specific line of the 

formula rate template would be incorporated into the formula rate template and revenue 

requirement in a future annual update proceeding, Mr. Mill stated that he could not conjecture 

how the hypothetical adjustments might or might not be accommodated within the authorized 

formula rate template.  Id.  Mr. Mill clarified his position during cross-examination, stating that 

no new type of input should be allowed to enter the formula rate structure and protocols as he 

proposes to define it, except through a Section 9-201 proceeding.  Tr. at 75:4-9.  This extreme 

position would not allow Staff or intervening parties to propose simple prudence-based 

adjustments to operating expense or rate base values if the formula rate filing sheets did not 

provide for or left no room for such adjustments. 

Asked to consider what would happen if Staff or an intervening party wished to propose 

adjustments to projected changes in Depreciation Reserve that were not captured by lines 38 

through 41 of Appendix 1, Mr. Mill stated that “[if] somebody comes up with – dreams up a 

whole new methodology for calculating depreciation reserve . . . I’m not exactly sure where that 

would go, but to me that might be the sort of . . . adjustment that I would contend should be 

taken outside this case and put in a [Section] 9-201 case.”  Tr. at 82:24-83:20.  Similarly, asked 

to consider what would happen if Staff or an intervening party wished to propose adjustments to 

Materials and Supplies expense that were not captured by lines 49 through 507 of Appendix 1, 

Mr. Mill stated that “it comes down to[,] is there a methodology change being proposed[?].  For 

instance, a change from year end to average or some other methodology.  To me that would be 

determined ultimately in a 9-201 case.”  Tr. at 84:1-9.  Similarly, asked to consider what would 

                                                
7 Line 49 is captioned “Distribution Materials and Supplies Balance,” and Line 50 is captioned “Accts 

Payable Related to Materials and Supplies.” 
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happen if Staff or an intervening party wished to propose adjustments to customer deposits8, Mr. 

Mill allowed that  

I could foresee . . . somebody putting forth a corrected position for 
that calculation and that number changing.  I don’t think what’s 
anticipated is changing the methodology, rather than, you know, a 
year end value as shown here on Appendix 2, somebody wants to 
change [the] number because they want to use a 13-month average 
or whatever that value might be.  Now, you’ve got a new 
methodology, average, that is being introduced to the formula, and 
it’s my view that that is taken offline if a party wants to take that 
into a [Section] 9-201 proceeding . . . then that would be the 
vehicle.  And so that’s why I’m struggling where you would make 
the change. 

 
Tr. at 85:2-86:5. 
 

The People urge that, should a party successfully propose a prudence-based adjustment to 

the Company’s formula rate that did not entail a change to any calculation methodology but did 

not obviously appear anywhere in the formula rate filing sheets, either the adjustment should be 

reflected in an existing line, or an “Other” line in the appropriate Schedule or Appendix should 

be created to accommodate the adjustment. 

Mr. Mill did allow that an adjustment to Customer Deposits based on a consideration of 

prudence could be reflected in Appendix 2, Line 1 in a future formula rate update proceeding 

under his proposal.  Tr. at 86:8-13.  Similarly, he allowed that an adjustment to Property Held for 

Future Use in Rate Base for reasons of prudence could be reflected on any of Lines 1 through 5, 

as appropriate, of Appendix 6 in a future formula rate update proceeding.  Tr. at 88:1-16.  The 

EIMA anticipated that prudence and reasonableness adjustments would be part of the formula 

rate process, and the treatment of such adjustments should be considered an ordinary part of the 

annual formula rate update process. 

                                                
8 Appendix 2, titled Customer Deposits Information, contains only two lines: Line 1, “13 Mon Avg,” and 

Line 2, “Interest Accrued on Customer Deposits.” 
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EIMA couples the provision that the Commission does not have the authority to consider 

changes to the structure or protocols of the performance-based formula rate in a subsection (d) 

hearing with the directive that the “Commission shall apply the same evidentiary standards, 

including, but not limited to, those concerning the prudence and reasonableness of the costs 

incurred by the utility, in the hearing as it would apply in a hearing to review a filing for a 

general increase in rates under Article IX of this Act,”  220 ILCS 5/16-108.5(d)(3).  This section, 

read in conjunction with Section 16-108.5(c)(6), which requires a Section 9-201 proceeding to 

change the formula rate structure after the subsection (c) hearing is completed, must be read to 

accommodate the Commission’s authority and responsibility to apply Article IX prudence, 

reasonableness and evidentiary standards.  Any interpretation of the formula rate structure that 

would exclude consideration of issues or adjustments based on prudence, reasonableness and 

evidentiary standards would not be consistent with EIMA requirements.  

 

Importance of Documenting Adjustments in Workpapers 

Section 16-108.5(c) of EIMA requires that an electric utility’s rates be “updated annually 

with transparent information that reflects the utility’s actual costs to be recovered during the 

applicable rate year.”  Transparency should require that the source of all data used in the formula 

rate calculation, as well as the calculation methodology, be clear from the Company’s public 

filings.  With this requirement in mind, the Company’s workpapers become invaluable for 

understanding the derivation of its formula rate. 

The People note the position taken by Company witness Ronald D. Stafford during cross-

examination that, if the Commission approves an adjustment, proposed by Staff or intervening 

parties in the context of a future annual formula rate update proceeding, to operating expense or 
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to rate base based on considerations of prudence, the Company would make a corresponding 

adjustment to an appropriate workpaper to show the derivation or implementation of that 

adjustment.  Tr. at 94:6-21.  Mr. Stafford qualified this position by noting that it would hold only 

to the extent that a workpaper could accommodate the change and the change could be reflected 

in the formula “template” within any restrictions imposed under Public Act 98-0015.9  Tr. at 

94:16-19.  The People urge the Commission to require the Company to make such reflection of 

approved adjustments in workpapers in future annual formula rate proceedings.   

However, the People also note that there are certain portions of the Company’s formula 

rate filing sheets as currently approved by the Commission that indicate no workpaper source.  

For example, Line 29 of Appendix 7 (Adjustments to Unusual Operating Expenses > $3.7M) and 

Lines 31 through 37 of Appendix 7 (Account 407.3 Regulatory Asset Amort) show no data 

source in Column B.  Mr. Stafford stated during cross-examination that an adjustment based on 

prudence to an unusual operating expense greater than $3.7 million could not be directly 

accommodated in the corresponding line of the formula rate filing sheets (Line 29 of Appendix 

7), because there is no source listed in that line.10  Tr. at 96:3-18.  Mr. Stafford stated that, in 

general, for any given expense or rate base item, if a workpaper is presently not listed as that line 

item’s data source, an adjustment to such line item should be made under EIMA through a 

Section 9-201 proceeding, rather than through the annual formula rate updates.  As Mr. Stafford 

put it, under such a situation, “the template itself is changing.  You know, you’re trying to add a 

workpaper where there wasn’t a workpaper existing before.” 

                                                
9 Public Act 98-0015, enacted into law May 22, 2013, amended and restated the EIMA, codified at 220 

ILCS 5/16-108.5. 
10 Mr. Stafford allowed that such an adjustment could “possibl[y]” be accommodated within Line 16 of 

Appendix 7, “Other Rate Making Adjustments If Any.” 
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The People request that, rather than diverting such adjustments to Section 9-201 

proceedings, the Commission should either (i) order now that every line item on all of the 

Company’s formula rate filing sheets have a workpaper source listed so that proposed 

adjustments to the Company’s input can be associated with that workpaper, or, (ii) in the context 

of future annual formula rate update proceedings, if a party proposes an adjustment to a line item 

with no workpaper data source listed, the Commission adopt the proposed adjustment as a 

workpaper to reflect and  accommodate the adopted adjustment. 

D. Should the issues raised by Staff be deferred for consideration in the ordered 
formula rate rulemaking? 

 
The People urge that the bifurcated issues raised by Staff witness Ebrey be resolved 

expeditiously, in time for the Company’s 2014 electric delivery service formula rate update 

proceeding.  No rulemaking regarding the formula rate process pursuant to the directive in the 

Docket No. 11-0721 order11, which was issued nearly two years ago, has yet been initiated by the 

Commission.  If the Commission were able to initiate a rulemaking in the future, the 

Commission’s decision on the bifurcated issues in this docket could become part of the record 

and considered by the Commission in the rulemaking proceeding.  However, despite language in 

recent formula rate update orders stating that a rulemaking should be initiated, no rulemaking 

has been initiated as of this writing, and even if a rulemaking docket were initiated during 

calendar year 2014, there is no guarantee that the rule would be finalized in time for the 

conclusion of the 2014 formula rate update proceeding.  As Staff witness Ebrey stated in her 

rebuttal testimony on bifurcated issues, “[i]f the difficulty of issues to be resolved in a 

rulemaking on the formula rate process was comparable to the difficulty of issues in the current 

                                                
11 See Docket No. 11-0721, Order, May 29, 2012, at 153.  Also see Docket No. 12-0001, Order, September 

19, 2012, at 151; Docket No. 12-0321, Order, December 19, 2012, at 105. 
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rulemaking on rate case expense, Docket No. 11-0711, it could be estimated to take at least two 

and a half years after the initiation of the proceeding for a rule on the formula rate process to be 

effective.”  Staff Ex. 11.0 at 16:344-348.  The Commission should be sure to provide a ruling on 

the bifurcated issues regarding formula ratemaking in this proceeding. 

III. CONCLUSION  

For the foregoing reasons, the People request that the Commission enter an order 

consistent with the recommendations in this Initial Brief on Bifurcated Issues. 
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