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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

Illinois Power Company d/b/a 
AmerenlP and Ameren Illinois 
Transmission Company 

Petition for (i) a Certificate of Public 
Convenience and Necessity, pursuant 
to Section 8-406(a) of the Public 
Utilities Act; (ii) a Certificate of Public 
Convenience and Necessity, pursuant 
to Section 8-406 of the Public Utilities 
Act, authorizing construction, 
operation and maintenance of new 
345,000 volt electric lines in Monroe, 
Randolph, St. Clair, and Washington 
Counties, Illinois; (iii) an order 
pursuant to Section 8-503 of the 
Public Utilities Act approving 
construction of new transmission 
facilities; (iv) approval of an 
Agreement between affiliated 
interests; and (v) other relief as may 
benecessary. 

06-0179 

PROPOSED ORDER 

By the Commission: 

1. PROCEDURAL HISTORY 

In this proceeding, Illinois Power Company d/b/a. ..nerenlP (". ..nerenlP" or "IP) 
and Ameren Illinois Transmission Company ("Ameren Transco" or "Transco") (together, 
"Petitioners") filed an Amended Petition with the Illinois Commerce Commission 
("Commission"). Petitioners therein request that "the Commission (i) grant a Certificate 
of Public Convenience and Necessity to Ameren Transco; (ii) grant a Certificate of 
Public Convenience and Necessity [pursuant to 5 8-406 of the Public Utilities Act 
("Act"), 220 ILCS 5/8-406,] authorizing AmerenlP and Ameren Transco to construct, 
operate, and maintain three new 345 kilovolt [electric] transmission lines in Monroe, 
Randolph, St. Clair, and Washington Counties, Illinois; (iii) authorize construction of the 
Project pursuant to Section 8-503 of the Act; (iv) approve, [pursuant to Sections 7-101 
and 7-102 of the Act,] the Joint Ownership Agreement between AmerenlP and Ameren 
Transco; and (v) grant such other relief as may be required." 
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Petitions for leave to Intervene were filed by Prairie State Generating Company, 
LLC ("Prairie State"), Dynegy Midwest Generation ("Dynegy"), Unions 51, 309, 649, 702 
and 1306 of the International Brotherhood of Electrical Workers, AFL-CIO ("IBEW')), the 
City of Red Bud and the Village of Baldwin. Petitions to Intervene were also filed by the 
following "Landowner Interveners": William C. and Patricia L. Hogan, Phyllis J. Bixby, 
Elsa C. Kloepper, Virgil and Rosalie Chandler, Earl Falkenhain, Karnal C. and Elizabeth 
A. Phegley, Roger Roscow, Marvin Rosenberg, Evenlyn Schwartzkopf, Harry P. Wetzel, 
Ronald H. Wirth, Ralph and Karen Buettner, and Omer H. and Neva L. Liefer (together, 
the "BaldwinlStringtown Interveners"); and Charles and Joan Frederick, Edith Boling, 
Troy A. Guebert , Harlin F. Guebert, Richard Stadter and Eugene Stadter, Ronald and 
Betty Fehr, Gary Liefer, Lucas H. Liefer, Margarette Schrader, Anthony and Rachel 
Steibel, Thomas and Annette Steibel, Jeffrey H. Guebert, John G. Perkowski, Scott 
Redohl and Janice Redohl (England), Thomas and Tammy Vogt, Derrick Huebner 
(Huebner Development Corporation), David Rippelmeyer, Leo Fulton, Jr., Kenneth and 
Sandra Schultheis, Dannie and Carolyn Pigg, George Obernagel, 111, Kenneth Hartman, 
Jr., James and Connie Seboldt, Mark and Brenda Seboldt, and Merrill W. Prange. An 
intervening petition was also filed by Michael Sabo, who subsequently withdrew from 
the case. Other filings made are listed on e-Docket. 

Petitioners filed the direct testimonies of Kiritkumar S. Shah, Tracy J. Dencker, 
Geoffrey M. Jones and Lee R. Nickloy. With their Amended Petition, Petitioners filed 
the supplemental direct testimony of Mr. Shah, Ms. Dencker, and Mr. Jones. 

The Staff of the Commission ("Staff) filed the direct testimonies of Ronald 
Linkenback, Phil A. Hardas, Dianna Hathhorn and Dr. David Rearden. IBEW filed the 
direct testimony of Daniel F. Miller; Dynegy filed the direct testimony of Gregory A. 
Mason. Merrill Prange filed a Statement of Position. All of the Baldwin Stringtown 
Interveners (except the Buettners) filed direct testimony. In addition, the following 
Interveners filed testimony or Statements of Position that were ultimately entered into 
the record: David Ripplerneyer, Thomas and Tammy Vogt, Kenneth Hartman and 
George Obernagel, Kenneth and Sandra Schultheis, Dannie and Carolyn Pigg, and 
Mark and James Seboldt. 

Statements of Position were also filed by Leo Fulton Jr.; Martha Church, 

Petitioners filed the rebuttal testimony of Mr. Shah, Ms. Dencker, Mr. Jones, Mr. 

Margarette Schrader; Ronald and Betty Fehr; Jeffrey Guebert and Edith Boling. 

Nickloy, Gary S. Weiss, and Roger Cruse. 

Rebuttal testimony was filed by Omer H. Liefer. Staff filed the rebuttal testimony 
of Mr. Linkenback, Mr. Hardas and Dr. Rearden. Dynegy filed the rebuttal testimony of 
Mr. Mason and IBEW filed the rebuttal testimony of Mr. Miller. 

On December 1, 2006, Petitioners filed the surrebuttal testimony of Ms. Dencker, 
Mr. Jones, Mr. Nickloy, and Mr. Weiss. 
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Other submissions that were filed with the Commission are listed on e-Docket. 

A public forum was held in Red Bud, Illinois on July 18, 2006. Numerous persons 
expressed their opinions and concerns with regard to the proposed line, particularly with 
respect to the location of the proposed routes. 

Pursuant to due notice, a prehearing conference, status hearings and an 
evidentiary hearing were held in this matter before a duly authorized Administrative Law 
Judge of the Commission. Appearances were entered by counsel on behalf of the 
Petitioners, BaldwinlStringtown Interveners, Prairie State, IBEW, Staff and Dynegy. 
Some of the other parties also entered appearances as reflected in the transcripts of the 
hearings. Party testimony and exhibits were admitted into the record. At the conclusion 
of the hearing on December 15,2006, the record was marked "Heard and Taken." 

Initial briefs and reply briefs were filed by the Petitioners, Baldwin/Stringtown 
Interveners, Prairie State, IBEW, Staff and Dynegy. Reply briefs were also filed by 
Lucas Liefer and Jeffery Guebert. A statement of reply was filed by Ronald and Betty 
Fehr. A draft order was filed by Petitioners. A surreply brief was filed by Dynegy. Other 
post-hearing submissions that were filed with the Commission are listed on e-Docket. 

II. BACKGROUND; RELIEF SOUGHT 

AmerenIP and Ameren Transco are wholly-owned subsidiaries of Ameren 
Corporation. AmerenlP is a public utility within the meaning of Section 3-105 of the 
Public Utilities Act, 220 ILCS 5/3-105, and is engaged in the business of supplying 
electric power and energy throughout its certificated service territory within the State of 
Illinois. Ameren Transco is a newly-formed Illinois corporation that Petitioners propose 
will fund, construct and operate the Project in conjunction with AmerenlP. 

In this proceeding, Petitioners request that "the Commission (i) grant a Certificate 
of Public Convenience and Necessity to Ameren Transco; (ii) grant a Certificate of 
Public Convenience and Necessity [pursuant to 3 8-406 of the Public Utilities Act 
("Act"), 220 ILCS 5/8-406,] authorizing AmerenlP and Ameren Transco to construct, 
operate, and maintain three new 345 kilovolt [electric] transmission lines in Monroe, 
Randolph, St. Clair, and Washington Counties, Illinois; (iii) authorize construction of the 
Project pursuant to Section 8-503 of the Act; and (iv) approve [approval, pursuant to 
Sections 7-101 and 7-102 of the Act, 220 ILCS 5/7 101 & 5/7 102,] the Joint Ownership 
Agreement between AmerenIP and Ameren Transco; and (v) grant such other relief as 
may be required." The purpose of the proposed facilities is described below. 

111. APPLICABLE STATUTORY AUTHORITY 

Section 8-406 of the Act, Certificate of Public convenience and necessity, 
provides as follows in subsection 8-406(b): 
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No public utility shall begin the construction of any new plant, equipment, 
property or facility which is not in substitution of any existing plant, 
equipment, property or facility or any extension or alteration thereof or in 
addition thereto, unless and until it shall have obtained from the 
Commission a certificate that public convenience and necessity require 
such construction. Whenever after a hearing the Commission determines 
that any new construction or the transaction of any business by a public 
utility will promote the public convenience and is necessary thereto, it shall 
have the power to issue certificates of public convenience and necessity. 
The Commission shall determine that proposed construction will promote 
the public convenience and necessity only if the utility demonstrates: (1) 
that the proposed construction is necessary to provide adequate, reliable, 
and efficient service to its customers and is the least-cost means of 
satisfying the service needs of its customers; (2) that the utility is capable 
of efficiently managing and supervising the construction process and has 
taken sufficient action to ensure adequate and efficient construction and 
supervision thereof; and (3) that the utility is capable of financing the 
proposed construction without significant adverse financial consequences 
for the utility or its customers. 

Section 8-503 provides, in part, as follows: 

Whenever the Commission, after a hearing, shall find that additions, 
extensions, repairs or improvements to, or changes in, the existing plant, 
equipment, apparatus, facilities or other physical property of any public 
utility . . . are necessary and ought reasonably to be made or that a new 
structure or structures is or are necessary and should be erected, to 
promote the security or convenience of its employees or the public, or in 
any other way to secure adequate service or facilities, the Commission 
shall make and serve an order authorizing or directing that such additions, 
extensions, repairs, improvements or changes be made, or such structure 
or structures be erected at the location, in the manner and within the time 
specified in said order. . . . 

Section 7-101 of the Act, Transactions with affiliated interests, provides in part: 

No management, construction, engineering, supply, financial or similar 
contract and no contract or arrangement for the purchase, sale, lease or 
exchange of any property or for the furnishing of any service, property or 
thing, hereafter made with any affiliated interest, as hereinbefore defined, 
shall be effective unless it has first been filed with and consented to by the 
Commission or is exempted in accordance with the provisions of this 
Section or of Section 16-1 11 of this Act. The Commission may condition 
such approval in such manner as it may deem necessary to safeguard the 
public interest. If it be found by the Commission, after investigation and a 
hearing, that any such contract or arrangement is not in the public interest, 
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the Commission may disapprove such contract or arrangement. Every 
contract or arrangement not consented to or excepted by the Commission 
as provided for in this Section is void. 

PURPOSE, DESCRIPTION OF AND NEED FOR PROPOSED FACILITIES IV. 

Prairie State plans to construct a coal-fired base load generating station with a 
generating capacity of approximately 1,650 megawatts. The station will be constructed 
in the southwest corner of Washington County, Illinois, about four miles east of the City 
of Marissa, Illinois. (Prairie State brief at 2) Ameren represents that the proposed 
transmission lines and related facilities are necessary to provide reliable interconnection 
service to the Prairie State Facility. (Ameren brief at 5) 

According to Ameren, Federal Energy Regulatory Commission ("FERC") Order 
No. 2003 and tariff provisions require AmerenlP to provide nondiscriminatory, 
standardized generator interconnection service to any generator that requests to 
connect, and therefore AmerenlP is obligated to supply generator interconnection 
service to the Prairie State Facility. (Ameren brief at 3; AmerenlP Ex. 1 .O at 5) Under 
FERC rules, AmerenlP must also ensure that the required upgrades to its transmission 
system are built to accommodate such interconnection. (Ameren brief at 3) 

By way of background, in July 2001, Peabody Energy, the parent company of 
Prairie State, submitted a request to Illinois Power (now AmerenlP) to perform a facility 
study for connecting up to 1,500 MW of coal-fired generation to the Illinois Power 
transmission system. (Ameren brief at 6; AmerenlP Ex. 1.0 at 9) The facility study 
performed by Illinois Power personnel, described in a report dated October 2001 
(AmerenlP Exhibit 1.2), assumed a plan in which Peabody Energy sought to connect 
the Prairie State Facility to Illinois Power's Baldwin switchyard via two radial 345 kV 
lines. The load flow analysis in the facility study identified various network upgrades to 
accommodate the Prairie State Facility, including a Baldwin to Rush Island 345 kV line. 
The stability analysis of the facility study also identified a need for this line and some 
terminal equipment upgrades at the Baldwin switchyard. AMS was not a participant in 
this facility study. 

Illinois Power evaluated the transmission system impacts of new generation via 
facility studies according to its Planning Criteria as submitted in the annual FERC 715 
filing. (Ameren brief at 7; AmerenlP Ex. 1.2 at I O )  As described in the October 2001 
study report, Illinois Power recommended system upgrades on the Illinois Power system 
to terminate two 345 kV lines from the Prairie State Facility to the Baldwin Power 
Station, and a number of reinforcements on the Illinois Power system to mitigate 
constraints identified in the load flow and stability analyses, including a new 345 kV line 
from the Baldwin Power Station to the Rush Island Power Station. (AmerenlP Ex. 1 .O at 
12) The report also provided cost estimates for the above upgrades, not including the 
costs of the two 345 kV radial lines, the Prairie State Switchyard cost or costs of the 
terminal equipment at Rush Island Power Station to terminate the new Baldwin to Rush 
Island 345 kV line. After initial review, AMS conducted its own study to assess whether 
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the proposed new line, Baldwin to Rush Island 345 kV, would have a negative impact 
on the reliability of the Ameren transmission system. (AmerenlP Ex. 1 .O at 13) 

Due to the integrated nature of the Illinois Power and Ameren utility systems, it 
was decided that a Joint Study would be the best way to provide a comprehensive 
review of the system impact of the Prairie State Facility and to determine an optimal set 
of network upgrades necessary to provide reliable outlet capability. (Ameren brief at 7, 
AmerenlP Ex. 1.0 at 14) In addition, the Joint Study process provided the opportunity to 
conduct the study in a coordinated fashion where the details, assumptions and results 
could be discussed as the study progressed. This approach allowed the initial work of 
Illinois Power to be combined with the later suggestions by AMS into a coordinated 
review that jointly analyzed system impacts on the collective utilities' system 
requirements. 

Discussions between AMs, Illinois Power and Prairie State resulted in a decision 
to explore six options for providing interconnection service to the Prairie State Facility. 
(Ameren brief at 8; AmerenlP Ex. 1.0 at 15-16) Plans 1 through 5 were based upon the 
configuration where two new 345 kV lines would directly connect the Prairie State 
Switchyard to the Baldwin switchyard. This is the same configuration Illinois Power 
used in the October 2001 facility study, except the radial connection at the Prairie State 
Switchyard was reconfigured to be a network connection by adding circuit breakers at 
the Prairie State Switchyard. As determined earlier, however, this configuration would 
require an additional outlet line from the Baldwin switchyard. Therefore, five alternatives 
were considered for an additional outlet line from the Baldwin switchyard. 

Plans 1 through 5 considered additional 345 kV lines ranging from 21 miles to 50 
miles in length from the Baldwin switchyard to the Rush Island switchyard, Dupo Ferry 
substation, Stallings substation, Cahokia substation, or W. Mt. Vernon substation. The 
connection of the new 345 kV line from Baldwin switchyard to Rush Island, Dupo Ferry, 
or Cahokia offered connection to the 345 kV facilities located to the west of the Baldwin 
switchyard. The connection of the new 345 kV line from the Baldwin switchyard to 
Stallings or W. Mt. Vernon offered connection to the EHV facilities located to the north 
or east, respectively, of the Baldwin switchyard. Plan 6 replaced the radial connection 
with two double circuit network supplies created by routing two existing 345 kV lines in 
the area, the Baldwin-Stallings and Baldwin - W. Mt. Vernon lines, into and out of the 
proposed Prairie State switchyard. 

The Joint Study was conducted in two phases. (Ameren brief at 8-9) In Phase I ,  
all six plans were first evaluated by performing power flow analysis and limited stability 
analysis. (AmerenlP Ex. 1.0 at 17-18) The configuration in Plan 6 was judged to be 
superior for the Prairie State Facility connection as it provided four outlet lines, versus 
the two outlet lines provided in Plans 1 through 5. In addition, the total length of the 
double circuit outlet lines was shorter in Plan 6, at approximately 9 miles, versus 15 
miles in Plans 1 through 5. All six configurations required additional network upgrades 
to mitigate thermal overloads. The various network upgrades were assessed based on 
total cost. As the result of this analysis, the in and out connection of the Prairie State 
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Switchyard identified as Plan 6 and a Baldwin-Rush Island 345 kV line was selected as 
the best overall set of network upgrades. The original Plan 6 with the addition of the 
Baldwin-Rush Island 345 kV line was labeled as modified Plan 6 or Plan 6M. (Id.; 
AmerenlP Exhibit 1.1 1) 

Cost estimates were developed for all seven plans. (Ameren brief at 9; AmerenlP 
Exs. 1.0 at 19 and 1.12) Based on these cost estimates, Plans 3, 4, and 5 were 
eliminated from further consideration due to higher costs compared to other plans. 
(AmerenlP Ex. 1.0 at 19) Plan 2 was later dropped because it involved a connection to 
uncertain major network upgrades on the IllinoislMissouri interface, independent of the 
Prairie State project. These upgrades included a 345/138 kV substation addition, eight 
miles of 345 kV line, and 138 kV line rearrangement and reinforcements in the Dupo 
area. If the cost of these upgrades had been assigned to this project, the cost estimate 
for Plan 2 would have increased significantly, by approximately $28,000,000. Based on 
these costs, it was determined to further evaluate only Plans 1 and 6M. 

In Phase II of the Joint Study, Plans 1 and 6M were further evaluated from the 
power flow, stability, and short circuit (or fault) perspective. (Ameren brief at 9; 
AmerenlP Exs. 1.0 at 20 and 1.13) The estimated costs for all the upgrades, including 
cost estimates for the Prairie State Switchyard, were included in a total estimated cost 
for each plan. Based on a comparison of the total costs of the two plans and 
consideration of the robustness offered by Plan 6M with the additional outlet lines, it 
was the consensus of all parties that Plan 6M should be the final recommended plan. 
(AmerenlP Ex. 1 .O at 22) 

AMS also performed additional power flow, short circuit, and stability studies for 
the Prairie State connection in 2005, referred to as the "G495" Study, in response to a 
request by Peabody Energy to increase the Prairie State Facility output from 1500 MW 
to 1650 MW. (Ameren brief at 10; AmerenlP Ex. 1.0 at 24) MISO formed an ad-hoc 
study group for these studies and provided the initial power flow models for the studies. 
The models were reviewed and agreed to by the study group members. Due to the 
relatively small increase in output (150 MW), Plan 6M was selected for this study to 
verify whether or not it would work for the additional capacity. The conclusion of the 
power flow study was that the increased capacity of the Prairie State Facility would not 
require any additional transmission upgrades, while the stability study identified some 
necessary changes in breaker-failure relay timings at the Baldwin switchyard. (Id.) 

The proposed Baldwin to Rush transmission Line, which is included in Plan 6M, 
mitigates the thermal and stability constraints imposed by the proposed 1650 MW 
Prairie State Plant in Washington County, Illinois. (AmerenlP Ex. 1 .O at 26) While these 
constraints can be mitigated by implementing other alternatives, those alternatives 
would require costlier upgrades. Plan 6M is also the only alternative which has been 
studied at the 1650 MW level. Thus, based on the various studies performed over the 
last several years and the alternatives considered, Petitioners believe the proposed 
Project -- two in/out outlet lines and the Baldwin-Rush Line -- offers the best 
transmission plan for the Prairie State Plant. (Id.) 
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The current cost estimate for the Plan 6M, which involves three 345 kV 
transmission lines, as described below, and other work, is $89 million. (Ameren IP Ex. 
5.0 at 26) Approximately $1 1 million of this amount is for work at the substation at the 
Baldwin plant. (Dynegy brief at 3; AmerenlP Ex. 1.13) Modifications to the transmission 
line route as proposed by Staff and certain Intervenors, discussed below, would 
increase the cost by $3.0 to $3.9 million. 

Ameren contends that the proposed Project is necessary to provide reliable 
interconnection service to the Prairie State facility, and is the least-cost means of doing 
so. 

The Commission Staff “concurs with the Petitioners that the proposed new lines 
are necessary (as required by Section 8-406(b)(I)) to provide the requested reliable 
interconnection service between AmerenIP and Prairie State.” (Staff brief at 5 ;  Staff Ex. 
1.0 at 7-13) However, as discussed below, Staff recommends a modification to a 
segment of one of the proposed transmission line routes in the vicinity of the Village of 
Baldwin (“Baldwin”). 

Having reviewed the record, and subject to determinations on line routing or 
siting as discussed below, the Commission agrees with Petitioners and Staff “that the 
proposed new lines are necessary (as required by Section 8-406(b)(I)) to provide the 
requested reliable interconnection service between AmerenlP and Prairie State.” 
Ameren and Prairie State represent that Ameren has a legal obligation under federal 
law to provide the new 1650 MW generating plant being constructed by Prairie State 
near Marissa with an interconnection to Ameren’s high-voltage transmission system, 
and no party has contended otherwise. As explained above, the proposed Project or 
Plan was chosen over several other plans because it provides the best combination of 
reliability, practicality and cost-effectiveness, and it includes the construction of three 
345 kV transmission lines that are necessary to provide the requested interconnection. 

V. PROPOSED LINE ROUTES 

A. Introduction 

As indicated above, the proposed Project involves the construction of three 345 
kV transmission lines and related facilities. The general locations of the lines are shown 
in AmerenlP Exhibit 5.1 and other exhibits. (Ameren brief at 4) 

The first line will be approximately one mile in length and runs from the Prairie 
State Facility south to AmerenlP’s existing Baldwin-Mt. Vernon 345 kV line (the “Prairie 
South Line”). The second line will be approximately 7.2 miles in length from the Prairie 
State Facility west to AmerenlP’s existing Baldwin-Stallings 345 kV line (the “Prairie 
West Line”). These two combined lines will be double-circuited, so that the existing 
AmerenlP lines will be routed in and out of the new switchyard (“Prairie State 
Switchyard”) at the Prairie State Facility. 
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The third line as proposed by Ameren would be approximately 27.1 miles in 
length and would extend from AmerenlP's Baldwin switchyard, near Baldwin, Illinois, to 
AmerenUE's Rush Island Power Station, located on the west bank of the Mississippi 
River directly across from Fults, Illinois (the "Baldwin-Rush Line"). 

The three line routes were proposed by Ameren after consideration of various 
alternative routes. (Ameren brief at 11) 

For the Baldwin to Rush line, three alternatives were considered. The route 
proposed by Ameren was the "green" route, later modified in Ameren's amended 
petition to accommodate concerns raised by the Department of Natural Resources. The 
green route as amended is shown in maps identified as Ameren Ex. 6.1 and 18.0. 

As discussed below, the Commission Staff and the Baldwin/Stringtown 
Intervenors recommend approval of a modification to the Baldwin-Rush line proposed 
by Ameren. Both proposals are shown in Ameren Ex. 18.0 filed December 21, 2006. 

On the east end of the Baldwin to Rush route, both proposals start at the same 
point, that being the AmerenlP Baldwin switchyard north of Baldwin. The Ameren 
proposal would proceed south through the west edge of the Village of Baldwin, and then 
southwest to the Kaskaskia River. 

The route advanced by Staff and Baldwin/Stringtown Intervenors initially goes 
east, then runs in a southerly direction parallel to and approximately one-half mile east 
of the Village of Baldwin, and once south of the Village of Baldwin, proceeds in a 
southwesterly angle and then due west to approximately the same point on the 
Kaskaskia River at which the Ameren Route crosses the River. (Ameren Ex. 18.0) 

Parties' positions are summarized below. The assertions in the summary were 
made by the parties, and do not represent conclusions by the Commission unless 
otherwise noted. 

B. Ameren's Position 

According to Ameren, the primary routes were selected because they resulted in 
the best balance of low impacts to private property and environmentally sensitive areas 
with cost efficiency considerations. (Ameren brief at 11) 

The route analysis found that the primary Baldwin-Rush Line (Green) route is 
one of the least-cost routes; it impacts the least amount of agricultural land; it does not 
affect any registered centennial or sesquicentennial farms; and it crosses the fewest 
number of creeks and ponds. (Ameren brief at 11-12; AmerenlP Ex. 3.0 at 5) This route 
maintains an equal distance away from the incorporated communities of Red Bud and 
Ruma in Randolph County. This route also avoids the Fults Hill cemetery and provides 
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a more natural buffer to lands controlled by the State of Illinois and designated by the 
US.  Department of Interior as a National Natural Landmark. (AmerenlP Ex. 6.0 at 4) 

The Ameren proposal also affects the fewest number of property owners; it 
maintains the greatest distance from the incorporated community of Marissa; it is the 
shortest in length; and it maintains the greatest distance from an existing 345 kV 
transmission line. (Ameren brief at 11-12; reply brief at 3-4; AmerenlP Ex. 3.0 at 6) 

Ameren claims the Staff-BaldwinlStringtown Intervenor Route requires more 
infrastructure, which results in a greater impact on the landscape, affects more 
agricultural land, would result in increased erosion levels, and would affect four more 
land parcels than the Ameren route. (Ameren reply brief at 4) 

With respect to impacts on the Village of Baldwin, the Staff Route encircles 
Baldwin on three sides, arguably as significant an impact on Baldwin as the Ameren 
route's crossing of the western boundary of Baldwin. (Ameren reply brief at 4-5; 
AmerenlP Ex. 9.0 at 2) Staffs assertion about the "speculative" nature of development 
east of Baldwin ignores the real presence of the World Shooting and Recreational 
Complex ("WSRC"), and the testimony about the development it could bring. Staff also 
ignores the community sentiment expressed at the public hearing in December 2005 
where Baldwin residents indicated their preference for a route west rather than east of 
Baldwin, and had expressed concern about impeding development to the east. 

According to Ameren, the Baldwin to Kaskaskia River segment proposed by Staff 
and BaldwinlStringtown Intervenors is not cost-effective in that it would add 3.1 miles to 
the route, at an additional cost of $3 to 3.79 million. (Ameren brief at 24-26) 

With regard to the proximity of the line to residences and towns, Ameren notes 
that many of the Landowner Interveners expressed concern about the proximity of the 
Transmission Line route to residences. (Ameren brief at 35, citing Seboldt Statement; 
Bixby Ex. 1 ; Liefer Ex. 1) As explained below, Staff and BaldwinlStringtown Intervenors 
take issue with the Baldwin to Kaskaskia segment of the Ameren route because of 
proximity to residences, among other things. 

Ameren performed a comprehensive routing study when developing the 
proposed routes that accounted for residences. (Ameren brief at 35-36; AmerenlP 
Exhibit 9.01) Overlays of resource sensitivity were used to produce a composite GIS 
representation illustrating potential constraints and opportunities for alternative 
transmission line corridors. (AmerenlP Ex. 9.0 at 6) Three levels of sensitivity -- high, 
moderate, and low -- were used in GIS representation. (Id.) Areas or features highly 
sensitive to disturbance from the construction, operation, and maintenance of the 
transmission line represent the greatest potential constraints or potentially significant 
changes to the human, natural, or cultural environment. (Id.) 

The proximity of homes and occupied structures within 200 feet was rated as a 
"High Sensitivity" in this process. (Id. at 5) A "high" sensitivity level was given to: areas 
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of high impact potential because of important or valued resources; resources assigned 
special status; conflict with existing or planned use; and areas posing hazard to 
construction, operation, or maintenance of the line. Aerial imagery was used to locate 
and identify buildings within the Project area, and the building location data were then 
refined to identify individual residential structures. Homes were buffered at a distance 
of 200 feet at the high sensitivity level. For purposes of the refinement of the assumed 
Transmission Line centerlines, Petitioners avoided crossing these high sensitivity areas, 
or minimized the impact if complete exclusion is difficult or impossible. 

Using these criteria, the primary Baldwin-Rush Island Green route affects the 
fewest number of houses, when considering the entire route is not just from the Baldwin 
power plant to the Kaskaskia River, but from the Baldwin power plant to the Rush Island 
power plant. (Id.) In fact, Ameren asserts, very few residences are in close proximity to 
the proposed Transmission Lines. (AmerenIP Ex. 9.0 at IO) There are only three 
residences that reside within 200 feet of the proposed transmission centerline. (Id.) 
There are two additional residences that reside within 200 to 300 feet of the proposed 
transmission centerline. Thus, Petitioners assert, it is clear they made a serious effort to 
minimize the number of residences in proximity to the route. (Ameren brief at 36) 

Ameren also considered issues such as proximity to towns and other 
communities. (AmerenlP Ex. 9.0 at 7) With respect to community impacts, Petitioners 
sought to avoid routing through populated community areas where possible, although 
this is not practical in every case. For example, Petitioners’ Baldwin to Rush Line Green 
route avoids encircling Baldwin on three sides. The preferred Prairie West Line route 
also sought to avoid the incorporated area of Marissa. Petitioners believe that 
community and residential impacts should be minimized, and Petitioners’ testimony 
demonstrates that Petitioners have, in this case, taken the impact of the Transmission 
Lines on residences and communities very seriously. (Ameren brief at 36) 

C. Staff Proposal 

Staff believes that the route AmerenlP is proposing in close proximity to Baldwin 
will have more adverse affect on existing citizens than Staffs alternative route. (Staff 
brief at 6) Staff witness Mr. Linkenback testified that the AmerenlP proposal would pass 
within 300 feet of five dwellings and within 200 feet of two dwellings, whereas there 
would be no dwellings within 500 feet of the Staff-proposed route. (Staff Ex. 1.0 at 19 
and 5.0 at 7) Likewise, the AmerenlP proposed route passes through the west side of 
the Village of Baldwin city limits, whereas the Staff proposed route is approximately 
one-half mile east of the populated area. (Staff Ex. 1.0 at 21) 

Mr. Linkenback also testified that Staffs recommended route near the Village is 
actually more consistent with AmerenlP’s own route selection process than is 
AmerenlP’s proposed route. (Staff brief at 7; Staff Ex. 5.0 at 8, 9) The Prairie State 
Interconnect Study Routing Report-route selection process states, in part, that for Land 
Use, the high sensitivity areas are “occupied structures within 200 feet and municipal 
boundarieslurban areas.” (Staff Ex. 5.3) The AmerenlP proposed route goes through 
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the Village of Baldwin municipal limits and is within 200 feet of homes. Staffs proposed 
route does not go through the Village of Baldwin municipal limits or within 200 feet of 
homes and better satisfies AmerenlP’s land use high sensitivity criteria. 

Mr. Linkenback opined that unless there were overriding issues that he was 
unaware of, he believed that the transmission line should be as far from existing homes 
as is reasonably possible. (Staff brief at 7; Staff Ex. 1.0 at 2 and 5.0 at 19) To date, the 
only reasons given by AmerenlP for not accepting Staffs recommended alternative 
route around Baldwin are (1) the increase in the cost of the Project, (2) the proximity of 
the alternative route to the Baldwin Water Treatment Plant, and (3) the possible future 
growth of Baldwin to the east in the direction of the alternative route. (AmerenlP Ex. 
9.0, p. 2-4) 

Staff does not dispute that the alternative route Staff is proposing will increase 
the cost of the Project by an estimated $3 to $3.79 million. However, Staff believes 
relocating the proposed 345kV transmission line away from existing homes and outside 
of the Baldwin’s municipal limits is worth the increase in the total Project cost. (Staff 
brief at 8 )  

AmerenlP’s suggestion that rerouting the transmission line around Baldwin and 
away from homes would not be the least-cost design is unpersuasive. (Staff brief at 8-9) 
It should be obvious to all that the shortest route, and the route most likely to be least 
cost without regard to impact on the citizens of Illinois, would be a straight line between 
the beginning and ending points of the line. However, AmerenlP is not proposing or 
offering the straight line option as an alternative for this Project because it is not 
reasonable. Staff believes rerouting the 345kV transmission line as proposed by Staff is 
consistent with the least-cost requirement of Section 8-406(b) of the Act. 

Regarding the Baldwin water treatment plant and future growth the east of 
Baldwin, Staff asserts that AmerenlP’s concern with the future growth to the east of 
Baldwin due to the new WSRC being operational and the potential future expansion of 
the Baldwin water treatment plant is based entirely on speculation. (Staff brief at 10; 
Staff Ex. 5.0 at 4-6) There is no evidence in the record as to when or where any future 
development will occur in Baldwin. As to concerns about expansion of the water 
treatment plant, according to Baldwin’s response to a Staff data request, there is room 
for one or possibly two cells of expansion on the existing water treatment plant on the 
treatment plant property. In addition, there is clear land to the north, west and most of 
the south for expansion of the plant. (Staff Ex. 5.0 at 5) 

D. BaldwinlStringtown Intervenors’ Proposal 

The impact of the Ameren-proposed route on the Baldwin/Stringtown Intervenors 
was described in their testimony and briefs. (brief at 5-9) These intervening landowners 
own 12 parcels of land through which, or near which, the Ameren-proposed route would 
travel. 
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The Baldwin to Kaskaskia River segment of the Ameren-proposed route first 
crosses Intervenor Chandler's property, and would be within approximately 140 feet of 
their home. (Chandler Exhibit 1) 

The Ameren Route would also cross property owned by Intervenor Ronald Wirth, 
who has a rural homestead on land that has been in the Wirth family since 1895. The 
route would cross his property approximately 150 feet from his residence. Wirth would 
be required to drive under the power line to access his residence. (Wirth Exhibit 1) 

The Ameren Route then proceeds to cross the property of Phyllis Bixby, who also 
has a rural homestead. The power line will be approximately 200 feet from her 
residence. (Bixby Exhibit 1). 

The route proposed by Ameren also crosses the property of Omer Liefer and his 
wife, Neva. The property has been in Neva Liefer's family since its purchase by her 
family in 1880. The power line would be within 150-200 feet of their residence, running 
between their home and Stringtown Road, thus requiring them to drive under the power 
line every time they enter their property. Mr. Liefer further testified that he examined the 
records of the Village of Baldwin through a Freedom of Information Request. The only 
official position of the Village of Baldwin was a Resolution asking that the corridor be 
placed to the north of the Village, along the Dynegy property, and seeking to protect 
both the Villages' eastern and western boundaries. (Liefer Ex. 1.0, 1.1) He also 
reviewed all of the permits issued in the Village from 1991 through March 6, 2006. Of 
the minimal number of permits issued, none were for the eastern boundary area of 
Baldwin. 

The Ameren Route would also go across the farm of Marvin Rosenberg, and 
would be approximately 400 feet from his residence. (Rosenberg Exhibit 1). 

Intervenor Roger Roscow comes next on Stringtown Road. Although the 
Ameren-proposed Route does not cross his property, it is located within 200 feet of his 
residence on his rural homestead. (Roscow Exhibit 1) 

The BaldwinlStringtown Intervenors argue that even under Ameren's own route 
selection criteria, the Baldwin to Kaskaskia River segment proposed by Ameren should 
not be chosen because of the close proximity of residences to the line. (Brief at 10-1 1) 

Baldwin/Stringtown Intervenors also argue that the Village of Baldwin has had 
minimal growth and development, and has expressed no preference for the Baldwin to 
Kaskaskia River route segment proposed by Ameren; and that Ameren's arguments 
citing a concern for future growth of the Village lack factual support. (Brief at 9-10, 12- 
15) 

These Intervenors also contend that the route which they and Staff favor, which 
is east of and parallel to Baldwin, is more consistent with route selection criteria in which 
AmerenlP "tried to maintain a distance no closer than 1.5 miles from incorporated 
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communities wherever possible." (Baldwin/Stringtown brief at 11-12, citing AmerenlP 
Exhibit 3.0 at 5) They also assert that Ameren's original preference, prior to the tiling of 
the petition, was for a route that ran parallel to and east of Baldwin. (brief at 12) 

E. Other Routing Proposals and Comments; Other Landowner 
Concerns 

Intervener Jeffrey Guebert, a landowner, proposed an alternative route. 
(Guebert Statement of Position at 1-4) Ameren asserts that the Guebert route has a 
number of disadvantages. (Ameren brief at 27-28; AmerenlP Ex. 9.0 at 20) From an 
engineering perspective, the angle point in T4S R7W S22 falls in a swale in the middle 
of cultivation, which could affect field drainage. In addition, just south of the third angle 
point near the Kaskaskia River, the Guebert route would cross over the top of 
structureslbuildings on occupied property, which would have to be removed. Also, two 
of the three additional angle point locations that the route depicts all fall in areas that 
appear to be in close proximity to a water source and would require additional 
foundation design. 

Mr. Guebert also indicated his preference for the Ameren proposal over the one 
advanced by Staff and BaldwinlStringtown Intervenors. His preference is due in part to 
the development of the World Shooting and Recreational Complex at Sparta east of 
Baldwin, and the fact that the Ameren route proceeds "in the general direction it is going 
to end up." 

Mr. Merrill Prange, a resident of Fults, proposed an alternative route for the 
Baldwin-Rush Line segment. (Prange Statement at 2-3) Mr. Prange examined his 
proposed transmission line's proximity to homes using one-eighth and one-quarter mile 
measurements; however, Ameren could not reproduce Mr. Prange's results. (Ameren 
brief at 26; AmerenlP Ex. 9.0 at 13) Ameren also notes that Staff could not corroborate 
Mr. Prange's information. (Staff Ex. 1 .O at 25-26) 

Ameren also states that several Interveners whose property would be affected by 
the Prange route, including Interveners Richard and Eugene Stadter, Martha Church, 
Margarette Schrader, Thomas and Annette Steibel, and Anthony and Rachel Steibel, 
have expressed opposition to the route, often for many of the same reasons as other 
Interveners have expressed opposition to the preferred "Green" route or other route 
options. (Ameren brief at 26-27; AmerenlP Ex. 9.0 at 13-14) Ameren claims that 
selecting the Prange route would not eliminate landowner concerns, but would simply 
transfer them from one set of Interveners to another. Ameren and Staff agree that Mr. 
Prange's proposal should not be adopted. 

In separate replies to initial briefs filed by other parties, Intervening landowners 
Lucas Liefer and Ronald and Betty Fehr take issue various arguments made in the brief 
filed by the BaldwinlStringtown Intervenors. 
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Other filed comments relating to line routing proposals and issues are contained 
in the e-Docket system. 

In terms of other landowner concerns, some Landowner Interveners also argue 
that transmission lines are a cause for health concerns due to the electromagnetic fields 
("EMFs") they produce. (Ameren brief at 38-39, citing Hogan Ex. 1; Liefer Ex. 1; Bixby 
Ex. 1) According to Ameren, the Landowner Interveners have offered only vague 
expressions of concern, and no factual basis for any health risk from EMFs has been 
established in this case. 

Some Landowner Interveners rely on a number of reports and epidemiological 
studies that assert there is an association between power lines and various illnesses, 
and in particular childhood cancer. (AmerenlP Ex. 13.0 at 3) According to Ameren, an 
"association" in epidemiology does not mean that a factor "causes" or even 
"contributes" to a specific result, but rather the result tends to occur in the presence of, 
or in conjunction with, the factor. Most studies have concluded that there is no evidence 
of any causal link between EMFs and human health, or that the evidence is weak. 
Laboratory research studies, for the most part, have not substantiated claims that EMFs 
pose a health risk. As a result, there is no basis to conclude that EMFs present health 
concerns. In this proceeding, the Landowner Interveners have offered no specific 
evidence of or expert testimony regarding any health effects. Nevertheless, although 
Ameren does not believe that high voltage power lines pose a health risk, Ameren has, 
for a variety of reasons, sought to minimize the number of residences, daycare centers, 
schools, and hospitals in proximity to the proposed transmission lines. (Ameren brief at 
38-39) 

F. Conclusions on Routing 

As discussed above, Ameren and Prairie State represent that Ameren has a 
legal obligation under federal law to interconnect a new 1650 MW generating plant, 
being constructed by Prairie State near Marissa, with Ameren's high-voltage 
transmission system, and no party has contended otherwise. The proposed Project or 
Plan, which was chosen over several other plans because it provides the best 
combination of reliability, practicality and cost-effectiveness, involves the construction of 
three 345 kV transmission lines that are necessary to provide the requested 
interconnection. Hence the parties and Commission are faced with the difficult task of 
evaluating a number of alternative transmission line routes that no one wants running 
through their property or neighborhood. 

The longest of the three lines would extend from AmerenlP's Baldwin switchyard, 
north of Baldwin, to AmerenUE's Rush Island Power Station, located on the west bank 
of the Mississippi River directly across from Fults, Illinois (the "Baldwin to Rush Line"). 
The segment of that line which was the subject of considerable disagreement is the one 
running southwest from the point of origin to the Kaskaskia River. 
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The positions of the parties, and the relevant factors to be considered in selecting 
the most appropriate route, are summarized above and will not be repeated here. The 
Commission appreciates the input provided by many parties on this challenging issue. 

Having reviewed the evidence of record, and upon consideration of all relevant 
route selection criteria as described by the parties, including cost and impact on land 
use, the Commission finds that the modification proposed by both the Commission Staff 
and the 12 Baldwin/Stringtown Road Intervenors, as shown on Ameren Exhibit 18.0, 
should be approved. 

Ameren and Staff appear to agree that proper consideration of "least cost" is not 
made in isolation, but involves a comprehensive consideration and balancing of the 
overall costs and benefits of the respective proposals; however, their analyses lead 
them to different conclusions as to the more appropriate route segment. (Ameren brief 
at I-2,25; Staff brief at 9) 

Although the Staff proposal is longer and thus more costly, it provides, among 
other things, an important benefit of avoiding the siting of high-voltage transmission 
lines in close proximity to residential dwellings. Under the Staff proposal, there will be 
no dwellings within 500 feet of the line; whereas, under the Ameren proposal the line 
would be within 200 feet of two dwellings -- a land use factor of "high sensitivity" 
according to Ameren's own selection process -- and within 500 feet of another three as 
described in testimony from Staff and the affected landowners. The Commission 
believes this consideration is especially important inasmuch as the line in question is 
not a low or medium voltage line; rather, it is a high-voltage 345 kV line. 

Evidence regarding the impact on the Village of Baldwin, in terms of future 
growth or otherwise, is somewhat inconclusive. Staff notes that Ameren's selection 
criteria consider municipal boundaries to be "high sensitivity" land use areas, and that 
unlike the Ameren proposal, the Staff route does avoid crossing through the Village. 
Ameren counters, however, that Staff's route may impede growth to the east, and that 
persons attending a meeting before the instant case was filed favored the Ameren 
route. The Village of Baldwin did not actively participate in the proceeding in Docket 
06-0179. Evidence provided by others indicates that the Village does not support either 
proposal, and does not favor one over the other. 

In terms of other criteria relevant to the route selection process, an overall 
evaluation of such factors indicates that the routes are generally comparable. Although 
Ameren now cites many concerns about the alleged inferiority of the Staff proposal 
relative to the Ameren route, Staff and Baldwin/Stringtown Intervenors correctly observe 
that their proposal is similar to one actually favored by Ameren, based on its detailed 
evaluation of the route selection criteria, until shortly before the application was filed. 
Although Ameren now favors the route west of Baldwin, the underlying route selection 
factors that gave rise to Ameren's original preference for what is now essentially the 
Staff route have not changed. Thus, Ameren's claim that its current proposal is vastly 
superior to Staff's is not persuasive. 
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In conclusion, with respect to the Baldwin to Rush Island line, the Staff proposal 
for the disputed segment that runs from AmerenlP's Baldwin switchyard to the 
Kaskaskia River best balances the relevant factors, such as impacts on critical land use 
and cost, and is the most appropriate. With this modification, the routing proposals 
advanced by Ameren are found to be reasonable and consistent with the criteria in 
Section 8-406 of the Act, and they shall be approved. 

VI. FINANCIAL AND AMEREN TRANSCO ISSUES 

As explained above, Petitioners request that the Commission grant a Certificate 
of Public Convenience and Necessity authorizing both IP and Ameren Transco to 
construct, operate and maintain three new 345 kilovolt electric lines in Monroe, 
Randolph, St. Clair, and Washington Counties, Illinois. Before issuance of a Certificate, 
Section 8-406(b) of the Act requires a finding, "that the utility is capable of financing the 
proposed construction without significant adverse financial consequences for the utility 
or its customers." 

Staff opposes the issuance of a certificate to Ameren Transco for the reasons 
explained in the testimony of Staff witnesses Mr. Hardas and Dr. Rearden and in Staffs 
briefs. 

A. Positions of Parties 

1. Petitioner's Proposal 

Under Section 8-406 of the Act, a utility must demonstrate that the project it 
intends to undertake will not have "significant adverse financial consequences for the 
utility or its customers." 220 ILCS 5/8-406(b)(3). In this case, IP is concerned that if it 
undertook the Project on its own, it would face a serious risk of a credit ratings 
downgrade, which in turn could cause serious operational difficulties. (Petitioner Brief at 
15) Rather than take such a risk, IP proposes to undertake the Project with a newly- 
formed affiliate, Ameren Transco. 

Under Petitioners' proposal, IP would own 10% of the Project and Ameren 
Transco would own 90%. According to Petitioners, this division of ownership would 
allow the Project to be built, bringing needed generation on-line, without raising any 
meaningful prospect of adverse financial consequences to IP or its customers. 
(Petitioner Brief at 15) 

Petitioners believe that the more generation there is the more aggressive 
competition will be, and the better the prices that the utilities will be able to obtain on 
behalf of Illinois consumers. Accordingly, when approached by Prairie State, the 
generating project developer, with which IP is not affiliated, IP says it aggressively 
explored means by which it could complete the Project without jeopardizing service to 
its customers, 
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Further, Petitioners claim it could not turn down the developer, even though IP 
had very real concerns about its ability to financially undertake the Project, because 
under FERC Order No. 2003, and tariff provisions, AmerenlP is required to provide 
standardized, nondiscriminatory generator interconnection service to any generator that 
requests to connect. (Amended petition at 2) Instead, Ameren Corporation proposed the 
formation of a new utility, Ameren Transco, to own 90% of the Project. (Petitioners Brief 
at 15-16) 

It is IP's position that it cannot meet the statutory test of Section 8-406, which 
requires a finding that the utility is capable of financing the proposed construction 
without significant adverse financial consequences for the utility or its customers. IP 
claims that is the case because it will receive no incremental cash flows by which to 
cover or offset the debt incurred for construction of the Project, among other cash flow 
challenges. The absence of incremental cash flows, IP contends, has the effect of 
negatively pressuring key financial measures which are important for the rating 
agencies' quantitative analyses of IP's financial condition and the assignment of credit 
ratings. The recent downgrade of IP's credit ratings, Petitioners asserted, means it has 
less capacity to absorb additional debt before its ratings could be downgraded below 
investment grade. At the time it filed its brief, IP said its current senior secured debt 
rating from Moody's is Baa2, only one notch above sub-investment grade. (Petitioners 
Brief at 16-1 7) 

Petitioners say that a downgrade of IP's credit ratings to sub-investment grade 
would be both a significant and an adverse impact on IP. The next ratings downgrade 
at IP, Petitioners claimed, would result in the company receiving a sub-investment 
grade or "junk" rating. Petitioners contend that such ratings would trigger significant 
collateral requirements from suppliers of critical commodities such as natural gas and 
power. Sub-investment grade ratings, Petitioners argue, would also severely limit IP's 
ability to finance deferred purchased power costs as part of any plan to phase-in higher 
electric power costs for its customers as IP has proposed and the Commission has 
approved. (Petitioners Brief at 17) 

According to Petitioners, the results of a downgrade of its credit ratings could 
include, but would not necessarily be limited to, higher borrowing and financing costs, 
more restrictive debt covenants, limited and/or restricted access to capital, and 
suppliers of power and natural gas requiring credit enhancemenffcollateral in the form of 
cash depositdmargin and letters of credit. All of these events, Petitioners claim, could 
have significant adverse financial consequences to both IP and its customers. 
Petitioners assert that a cash crisis could lead to a utility ultimately being unable to pay 
for the electricity or gas that its customers require and could lead to service 
interruptions. (Petitioners Brief at 17-18, Reply Brief at 8) 

Petitioners contend that the pressure on IP's credit ratings from the Project arises 
from the treatment of construction advances. These advances are reflected as loans, 
Le., debt, on the balance sheet of the legal entity receiving such advance, and these 
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advances accrue interest. There is no cash flow associated with the Project until it goes 
into service, Petitioners state, so the utility’s books reflect increased debt with an 
interest cost, but no associated cash flow. Petitioners believe IP can withstand 
shouldering 10% of the cost of the Project. The key to completing the Project, in 
Petitioners’ view, is having Ameren Transco bear the remainder. Petitioners state that 
Ameren Transco would be a special-purpose entity formed to construct a portion of the 
Project, and, during the construction phase of the Project, this entity would not have any 
customers. 

Petitioners add that currently, Ameren Transco has no other service obligations; 
it provides no other service but to construct the Project; and it has no current need to 
make or fund other capital expenditures to maintain other assets. In addition, 
Petitioners say that during the construction phase, none of the entity’s debt repayment 
or interest obligations related to the Project would become due and payable. This 
would be different, Petitioners assert, if Ameren Transco had other outstanding 
securities andlor was rated, but it will not. In other words, Petitioners claim there could 
not be any adverse consequences to Ameren Transco resulting from the high degree of 
debt it will hold. Petitioners contend that the entity does not have any other borrowing 
needs, its funding is provided in advance by Prairie State, and there are no other 
external investors. (Petitioners Brief at 18-19, Reply Brief at 8) 

2. Staff’s Position 

Based upon its analysis, Staff believes that IP is capable of financing the Project 
in its entirety. Staff also believes that Ameren Transco does not have a greater ability to 
finance the Project and says that Ameren Transco has no existing revenues or assets. 
(Staff Brief at 11) Staff says there is no disagreement between Petitioners and Staff 
about how the financing would work, i.e., that Prairie State Generating Company, LLC 
will pay for the total cost of the Project up front and will be repaid with interest, 
beginning when the project goes into service. 

Staff adds that it and Petitioners concur that, in this docket, a downgrade of IP’s 
credit ratings to sub-investment grade would be a significant adverse financial 
consequence. The Petitioners and Staff disagree, Staff says, about whether financing 
the Project would cause IP’s credit ratings to be down-graded to sub-investment grade if 
IP financed 100% of the Project. (Staff Reply Brief at 6-7) 

Staff examined the Project from both a purely quantitative perspective and a 
qualitative perspective. Staff says that the estimated cost of the proposed construction 
under the primary or the alternative route was small in comparison to IP’s total utility 
plant and revenue for electric operations. Additionally, Staff calculated IP’s forecasted 
performance on the funds from operations interest coverage (“FFOIC”) and funds from 
operations to average total debt (“FFODebt”) ratios for the 2006-2008 construction 
period under two scenarios: (1) no Project; and (2) IP financed 100% of the Project. 
This analysis was updated in Staffs rebuttal testimony. (Staff Brief at 12) 
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According to Staff, if it assumed 100% of the Project debt, IP’s FFOIC and 
FFODebt ratios would decline by a small amount. Those small declines were, in Staffs 
view, insufficient to change IP’s implied credit rating. Under both scenarios, Staff claims 
that IP’s FFOIC ratio remained consistent with S&P’s BBB credit rating and IP’s 
FFODebt ratio remained consistent with S&P’s BB credit rating. (Staff Brief at 12) 
From the qualitative perspective, Staff claims its analysis considered that Prairie State 
will pay for the Project costs up front. 

Under the terms of the indebtedness to Prairie State, repayment will be in the 
form of credits and is deferred until the Project goes into service. Once the Project goes 
into service, Staff says the indebtedness to Prairie State will have a dedicated cash flow 
stream for repayment. In Staffs view, it is improbable that a credit rating agency would 
not consider the risk-mitigating aspects of these repayment terms on a company’s credit 
worthiness. (Staff Brief at 12- 13; Reply Brief at 8-9) 

Staff argues that since IP would not incur any additional cash outflows during the 
construction of the proposed Project, that financing 100% of the proposed Project would 
not significantly affect IP’s financial strength even if the Project were funded with 
conventional debt. Staff contends that IP is capable of financing 100% of the proposed 
construction without significant adverse financial consequences for the utility or its 
customers. (Staff Brief at 13) 

Staff says it considered the then-recent downgrade in IP’s credit rating and the 
possibility of a further downgrade in its analysis. Staff believes, however, that the 
potential for another downgrade relates solely to the potential for legislation mandating 
an electric rate freeze extension for up to three years. Staff argues that a Section 8- 
406(b)(3) analysis is focused solely on whether or not IP is capable of financing the 
proposed construction without significant adverse financial consequences for the utility 
or its customers. Staff claims that it did consider whether the recent rating downgrade 
and the adjusted financial ratios based upon the financing of the Project would cause 
significant adverse financial consequences. Having considered the adjusted financial 
ratios, Staff maintains that IP is capable of financing 100% of the Project without 
significant adverse financial consequences. (Staff Reply Brief at 10-1 1) 

During construction, Staff says the Project will cause no cash flow impacts. The 
Project will be financed through advances. The Project, Staff states, will not require IP 
to devote a single dollar of its cash flow to repaying the Project debt principal and 
interest until the Project is in service generating its own cash flow. Once the Project is 
in service, Staff asserts, it will have a positive effect on IP’s cash flow. According to 
Staff, from 2009 to 2015, IP forecasts average annual Project revenue of $15.4 million, 
which exceeds the $8.3 million annual repayment, through transmission credits, to 
Prairie State. (Staff Reply Brief at 11) 

In Staffs view, IP’s discussion of the ramifications of a downgrade is misplaced 
when there is no substantive evidence in the record that there will be a downgrade. 
According to Staff, IP focuses on its message of gloom and doom and the adverse 
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affects from a potential downgrade but, Ameren has neglected to provide an analysis to 
support its theory that a downgrade is likely. Staff believes that IP is prematurely 
focusing on the affects of a downgrade when the record demonstrates that the financing 
of the Project will not result in a downgrade of IP's credit rating. (Staff Reply Brief at 11- 
12) 

Staff also asserts that IP did not present an analysis of the effect of financing 
90% of the proposed Project on Ameren Transco's financial condition. IP, Staff says, 
asserts that weak financial ratios at Ameren Transco would have no consequences on 
IP or its customers. In this proceeding, the Petitioners seek a Certificate pursuant to 
Section 8-406(b) of the Act authorizing Ameren Transco to begin construction of the 
Project. 

Staff argues that the Petitioners have failed to make any showing as to whether 
or not Ameren Transco is capable of financing the proposed construction without 
significant adverse financial consequences for the utility, Ameren Transco. Thus, in 
Staffs view, Ameren Transco has failed to meet its burden of proof to demonstrate that 
it is capable of financing the Project without significant adverse financial consequences 
for the utility, Ameren Transco. (Staff Brief at 14; Reply Brief at 7) Staff contends that 
Ameren Transco does not have a greater ability than IP to meet the requirements in 
Section 8-406(b)(3) of the Act. Staff says Ameren Transco does not have existing 
assets or revenues, its current financial ratios are nonexistent, and would be much 
weaker than the financial ratios for IP. Staff believes that the same financial 
consequences for IP would apply to Ameren Transco. (Staff Brief at 14, Reply Brief at 
12) 

In response to IP's argument that Staff did not take the desirability of adding new 
generation facilities into account in any respect in developing its financial analysis, Staff 
contends that such a consideration might not be appropriate in a financial analysis. 
Staff argues that the importance of completing the generating project to Illinois 
consumers would more appropriately be considered under Section 8-406(b)(I) of the 
Act. Staff says it provided testimony that the Project is necessary and that there is no 
alternative means of satisfying the needs of Prairie State. (Staff Reply Brief at 14-15) 

In terms of public policy concerns and social benefits, Staff argues that 
neither IP nor its ratepayers will derive any benefit from assigning the Project to an 
affiliate. On the other hand, Staff foresees higher costs from assigning the Project to an 
affiliate. Staff claims that the net social benefit was lower when Ameren Transco rather 
than IP finances the Project. Staff expressed concern that an additional affiliate would: 
(1) increase the resources necessary for the ICC to monitor the affiliate's activities; and 
(2) increase the potential for affiliate abuse. (Staff Brief at 15) 

According to Staff, an incremental increase in the number of utilities creates an 
incremental increase in the monitoring responsibility of the Commission. Staff argues 
that either the same number of Commission employees must monitor an additional 
utility, or increased resources must be devoted to the Commission. Staff claims that the 
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failure to increase resources could dilute the quality of monitoring, leading to the 
possibility that Illinois ratepayers pay more for their regulated services. 

IP, Staff says, argued that that there is no direct relationship between a given 
regulatory structure and the Commission's costs. Staff claims that IP's impression 
about staffing is erroneous because Commission staffing has dropped substantially, 
from 353 in fiscal year 2003 to 270 currently. Staff adds that any argument about the 
cost to monitor Ameren Transco is purely speculative. Staff states that the additional 
reporting that the Petitioners have agreed to is an improvement, but it does not 
eliminate Staffs concerns. Staff maintains that the public interest is not served by 
increasing the Commission's workload when there are no benefits to ratepayers. When 
costs from granting the certificate to Ameren Transco are positive and its benefits non- 
existent, then Staff believes the public interest is best served by granting the certificate 
to IP alone. (Staff Brief at 15-1 8) 

According to Staff, IP notes that Commission head counts have decreased, 
budget appropriations have increased, which Ameren speculates indicates increased 
efficiency and productivity. Staff contends that Commission budget appropriations do 
not address the social cost or benefit of creating a new, unnecessary utility. Similarly, 
Staff says that while welcomes tariff consolidation within the Ameren family as having 
several benefits, it should not be treated, in this docket, as creating 'headroom' for other 
changes which are unnecessary and have the opposite effect. (Staff Reply Brief at 14) 

Staff also opined that there is a risk to ratepayers arising out of the potential for 
affiliate transactions that benefit shareholders at the expense of ratepayers. Staff 
argues that there are generally more affiliates than are socially optimal since holding 
companies do not take into account all the social costs. Based upon the myriad of 
subsidiaries many holding companies create, often for narrow purposes, Staff claims 
that there is a relatively low cost to a holding company in forming an affiliate. With such 
low costs for forming an affiliate, the benefits derived from the affiliate can also be small 
and the holding company can still justify the affiliate's existence, Staff claims. 

Staff contends that social costs, like increased regulatory costs, need not be 
considered by the holding company when contemplating the formation of an affiliate. 
Staff states that it is within the province of the Commission when considering a request 
for a CPCN to consider whether social costs outweigh social benefits for the creation of 
a new, unnecessary affiliate. (Staff Brief at 18) Staff recommends that the Commission 
grant IP a CPCN, but deny the request for a CPCN to Ameren Transco. 

3. Petitioners' Reply 

According to Petitioners, Staffs view of the possible effect of the Project is based 
entirely on Staffs assessment of the "metrics" associated with Standard & Poors' 
("S&P") credit ratings. IP says Staff conducted an analysis using S&P's ratio guidelines, 
which Petitioners claim ignores IP's current financial condition and ratings, and by 
implying that ratings agencies will treat the debt associated with the Project differently 
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from "conventional" debt. Staff concludes that IP's credit ratings will not be affected by 
financing all of the Project costs. Staffs evaluation, Petitioners argue, is at odds with 
reality. Petitioners say Staff argued first that IP can finance 100% of the Project cost 
because the estimated cost of the proposed construction is small in comparison to IP's 
total utility plant and revenue for electric operations. Staff then argued, Petitioners say, 
that adjusting IPS financial ratios to reflect the full Project cost would produce resulting 
financial ratios consistent with S&P's ratio guidelines for A and BBB rated utilities with a 
business profile score of "4". (Petitioners Brief at 19) 

Petitioners argue that there is no reason to believe that any ratings agency would 
treat the debt associated with the Project any differently from so-called "conventional 
debt." Petitioners say Staff cites no statement of any ratings agency, nor provides any 
example of any instance, in which any such distinction was made. According to 
Petitioners, the debt that accrues to fund Project expenditures bears interest as 
stipulated by FERC. Petitioners claim there is a distinction of risk differential 
betweenlamong different forms of indebtedness from the perspective of the 
issuerlobligor versus that of the investorllender. 

In Petitioners' view, even if it were true that there were differences in risk 
between the indebtedness related to the funding of the Project expenditures and IP's 
other debt, the rating agencies will consider the Company's total amount of debt from 
the lender's perspective. Petitioners contend there is no distinction between FERC- 
mandated debt and any other. Petitioners say it could be argued that there are 
differences in risk between IP's senior secured debt, its loan obligations related to its 
pollution control indebtedness and its transitional funding notes. Petitioners maintain 
that in that in each instance it has a future repayment liability associated with this debt 
and that these are liabilities which are accounted for as debt, and are thus considered 
as debt in the ratings agencies' assessment of the credit quality of IP. 

The funding for the Project expenditures, Petitioners argue, will be accounted for 
in a similar manner and reflected on IP's balance sheet along with along with all of its 
other debt. In the case of both this and IP's other indebtedness, Petitioners say these 
are funds provided to finance IP's assets whether completed or under construction. If IP 
were not receiving advancesldebt from Prairie State to fund the Project costs, 
Petitioners state that IP would incur debt from some other source to do so. (Petitioners 
Brief at 21-22) 

Staff, Petitioners argue, cannot change the fact that adding debt without 
offsetting that debt with incremental cash flow will result in degradation of key ratings 
measures. Staff, Petitioners maintain, would have no way of knowing exactly how much 
"cushion" remains for erosion of IPS financial metrics before a downgrade would result. 
Petitioners suggest that because its ratings are already under review for possible 
downgrade and negative credit watch, the answer to this is likely "not much." 

Staffs assessment of the ability of Ameren Transco to fund the Project is even 
less sound, in Petitioners' view. According to Petitioners, Staff simply takes the position 
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that however weak IP may be, Ameren Transco is even weaker. Petitioners contend 
that is not the test and that the test is what the financial consequences are. Here, 
Petitioners claim, there are no consequences for any weakening of Ameren Transco’s 
position. By bringing Ameren Transco into the Project, Petitioners say IP is effectively 
shifting risk away from its customers at no cost. (Petitioners Brief at 22) 

Petitioners claim there are several reasons why Ameren Transco would 
experience different adverse consequences than IP. Petitioners say that first; Ameren 
Transco has no customers during the construction phase. Petitioners state that while IP 
is buying electricity or gas for resale to its other customers, Ameren Transco is not. 
Petitioners also say Ameren Transco is not obligated under supply contracts that could 
give rise to collateral calls nor is it trying to finance a deferred payment plan approved 
by the Commission to phase in a rate increase. (Petitioners Brief at 23, Reply Brief at 
9) 

According to Petitioners, Staffs view that Ameren Transco is less capable of 
financing the construction of its share of the Project is at odds with the rest of its 
presentation. Staff argues that IP can undertake the construction because it will be fully 
funded by the generation developer and IP will not require any other source of funds. 
Petitioners maintain that Ameren Transco is equally capable of financing the 
construction because no other aspect of IP’s operations would be subsidizing the 
Project construction in any respect. Petitioners say Ameren Transco will receive 90% of 
the construction advance from the developer. Petitioners assert that if 100% of the 
construction advance is sufficient in Staffs view to finance 100% of the construction, it 
should follow mathematically that 90% of the advance is sufficient to fund 90% of the 
construction. (Petitioners Reply Brief at 9) Petitioners state that its concern has never 
been that IP would lack the funds to construct the Project. The concern has been that 
the addition of $90 million of debt to IP’s books could cause its credit ratings to fall 
below investment grade. (Petitioners Reply Brief at I O )  

According to Petitioners, the effect of the Staffs proposal is to put IP and its 
customers at significant risk of adverse financial consequences in order to avoid the use 
of Ameren Transco as a financing vehicle, which, by contrast, would hold no meaningful 
risk of adverse consequences for IP or its customers. Petitioners claim there is no cost 
to it of approving the use of Ameren Transco. Petitioners believe that Staffs 
recommendation places risk on the utility and its customers when that risk is easily 
avoided. 

Petitioners say that Ameren issued $1.3 billion of common equity for the purpose 
of acquiring and recapitalizing IP. The result of this, Petitioners assert, was a restoration 
of the financial health of IP, returning it to investment grade status and providing it 
access to adequate working capital and sources of long-term capital. The maintenance 
of IP’s investment grade ratings has been a high priority for Ameren. (Petitioners Brief at 
23-24, Reply Brief at IO) 
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