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ILLINOIS COMMERCE COMMISSION 1 

DOCKET Nos. 11-0279 / 11-0282 (CONS.) 2 

REVISED DIRECT TESTIMONY OF  3 

BRENDA J. MENKE 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

A. Witness Identification 8 

Q. Please state your name and business address. 9 

A. My name is Brenda J. Menke.  My business address is One Ameren Plaza, 1901 10 

Chouteau Avenue, St. Louis, Missouri. 11 

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

A. I am employed by Ameren Services as Manager, Income Tax 13 

Q. Please describe your current job duties and responsibilities. 14 

A. I have responsibility for income tax accounting and federal and state income tax 15 

compliance for all subsidiaries of Ameren Corporation, including Ameren Illinois Company 16 

d/b/a Ameren Illinois (Ameren Illinois, AIC, or Company).  I have held this position since March 17 

1, 2011. 18 

Q. Please provide your educational background and relevant work experience. 19 

A. See my Statement of Qualifications attached as an Appendix to this direct testimony. 20 

B. Purpose, Scope and Identification of Exhibits 21 
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Q. What is the purpose of your direct testimony in this proceeding? 22 

A. The purpose of my direct testimony is to describe the recent change in the Illinois 23 

corporate income tax rate and its effect on Ameren Illinois’ revenue requirement in this filing. 24 

Q. Please summarize the conclusions of your direct testimony. 25 

A. The conclusions of my direct testimony are that the increase in current income tax 26 

expense resulting from the higher Illinois corporate income tax rate should be reflected in the 27 

revenue requirement for the test year.  Additionally, the increase in current income tax expense 28 

for the calendar year 2011 should be recovered through a regulatory asset.  The increase in the 29 

accumulated deferred income tax liability (ADIT) balance at the date of enactment should also 30 

be reflected in a regulatory asset. 31 

Q. Are you sponsoring any exhibits along with your direct testimony? 32 

A. No. 33 

II. EFFECT OF ILLINOIS TAX CHANGES ON REVENUE REQUIREMENT 34 

Q. Please describe the recently-enacted changes to Illinois corporate income tax rates. 35 

A. On January 13, 2011, Governor Quinn signed into law an increase to the Illinois 36 

corporate income tax rate retroactive to January 1, 2011.  Prior to January 1, 2011, the rate 37 

(inclusive of the personal property replacement tax) was 7.3%.  Under the new law, the rate is 38 

9.5% from January 1, 2011 through December 31, 2014, 7.75% from January 1, 2015 through 39 

December 31, 2024, and 7.3% beginning on January 1, 2025.   40 

Q. What effect does this tax increase have on AIC? 41 
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A. The increased tax rate will have an impact on both AIC’s current tax expense and AIC’s 42 

accumulated deferred tax liability (ADIT) balances.  AIC’s revenue requirement must reflect 43 

both of these impacts. 44 

Q. What will be the effect on Ameren Illinois’ current tax obligations? 45 

A. The new law will increase AIC’s current tax expense retroactive to January 1, 2011.   46 

Q. How should the change in current tax expense be treated for ratemaking purposes? 47 

A. AIC proposes two adjustments to reflect the impact on current tax expense.  First, the 48 

new tax rate is reflected in the income tax expense used in determining the revenue requirement.  49 

Second, a regulatory asset is proposed to reflect the increased Illinois income tax expense from 50 

the date of effective date of the tax rate increase (January 1, 2011) through the day before the 51 

beginning of the test year (December 31, 2011).  The amount of this regulatory asset is $4.5 52 

million. AIC proposes to amortize that regulatory asset ratably over a two-year period beginning 53 

on January 1, 2012.   54 

Q. Has the amount of the regulatory asset been computed with absolute certainty? 55 

A. No.  The amount of the incremental tax paid due to the increased tax rate won’t be known 56 

with certainty until after the end of 2011.  This is because the amount of the taxable income is 57 

unknown.  However, at this point in time (early in 2011), the amount of the 2011 Illinois income 58 

tax increase can be estimated.  The $4.5 million amount is our estimate based on our forecast 59 

Illinois taxable income.  We propose to true-up the amount at the rebuttal phase of the case.  At 60 

that juncture we will know better the amount of the taxable income for the year.   61 

Q. Is this consistent with the Illinois Commerce Commission’s treatment of previous 62 

changes in corporate tax rates? 63 
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A. Yes.  The first adjustment is consistent with fundamental ratemaking principles, i.e., that 64 

the income tax expense used for computing revenue requirement should reflect actual enacted 65 

rates.  The second adjustment is consistent with the Illinois Commerce Commission’s 66 

(Commission) treatment of the decrease in the federal income tax rate by the Tax Reform Act of 67 

1986.  The Commission offered that the tax decrease could be reflected immediately in rates in 68 

the form of a rider for each Illinois utility, which was to be trued up in the next rate case.  AIC’s 69 

proposal doesn’t include the immediate rider, but, consistent with the Commission’s prior 70 

practice, provides for rate recovery over a reasonable amortization period of the tax rate increase.  71 

Q. What are ADIT? 72 

A.  ADIT quantify the net amount of income taxes that are deferred when the tax law 73 

provides for deduction or inclusion in income of an item in a year other than the year that the 74 

item is reflected for financial reporting purposes.  For example, the Internal Revenue Code 75 

generally permits tax depreciation deductions with respect to an asset to be reflected on a 76 

taxpayer’s tax returns on an accelerated basis and over a shorter term of years when compared to 77 

the rules governing the timing of the book depreciation expense for the asset.  The ADIT account 78 

quantifies the income taxes that are deferred as a result of that difference in treatment. 79 

Q. What is the ratemaking treatment of ADIT? 80 

A. ADIT are treated as no-cost capital and therefore reduce rate base for ratemaking 81 

purposes. 82 

Q. What will be the effect of the Illinois income tax rate increase on AIC’s ADIT? 83 

A. ADIT are computed based on current statutory federal and state income tax rates.  When 84 

an income tax rate changes, ADIT must be recomputed to reflect the change.  Therefore, AIC 85 
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must re-compute its ADIT balances to reflect the increased Illinois income tax rate.  This will 86 

result in an increase (credit) to the ADIT balances in the amount of $4.5 million for 2011 . 87 

Q. Has the amount of the adjustment to ADIT been computed with absolute certainty? 88 

A. No.  The amount of the adjustment to ADIT is not only a function of the change in the tax 89 

rate, but also a function of the actual years in which AIC’s temporary differences are reversed 90 

over the period that the increased tax rates are in effect (2011-2024).  However, at this point in 91 

time (early in 2011), the amount of the adjustment to ADIT can be estimated.  The $4.5 million 92 

amount is our estimate based on data presently available to us.  We propose to true-up the 93 

amount, again in the rebuttal phase of the case. 94 

Q. How does AIC propose to address the changes in deferred taxes in this case? 95 

A. AIC proposes to collect the shortfall in the ADIT balance by applying a weighted average 96 

historical tax rate to the shortfall as the temporary differences reverse in the future.  97 

Mechanically, AIC proposes to record a regulatory asset in the amount of $4.5 million (debit).  98 

Neither the $4.5 million regulatory asset, nor the $4.5 million increase to ADIT referred to in my 99 

answer to the previous question will be included in rate base.  The $4.5 million increase to ADIT 100 

and the $4.5 million regulatory asset will be amortized over the period during which the tax rate 101 

increases are in effect, using the average rate assumption method.   102 

Q. Is this proposal consistent with the Commission’s treatment of prior changes in 103 

corporate tax rates? 104 

A. Yes.   105 
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III. INCLUSION OF IMPACT OF BONUS DEPRECIATION 106 

Q. Has the impact of the extension of 50% federal bonus depreciation and enactment of 107 

100% expensing been included in the ADIT amount included in rate base? 108 

A. Yes.  In September 2010, the President signed legislation providing for 50% federal 109 

bonus depreciation for 2010.  In December 2010, he signed legislation enacting 100% expensing 110 

for certain assets placed in service after September 8, 2010 and before January 1, 2012.  Federal 111 

50% bonus depreciation will be in effect for 2012.  The impact of these deductions has been 112 

included in ADIT as of January 1, 2012 and December 31, 2012. 113 

Q. Has the amount of bonus depreciation and 100% expensing been computed with 114 

absolute certainty? 115 

A. No.  The amount of bonus depreciation and 100% expensing is a function of actual 116 

capital expenditures and in-service dates.  However, at this point in time (early 2011), the bonus 117 

depreciation deduction can be estimated based on forecast plant additions and in-service dates. 118 

Q. Have federal and state ADIT related to bonus depreciation and 100% expensing 119 

been included in the ADIT amount included in rate base? 120 

A. No.  Only federal ADIT for bonus depreciation and 100% expensing have been included 121 

in the ADIT amount included in rate base.  Illinois has consistently decoupled from federal tax 122 

provisions for bonus depreciation.  Based on Illinois’ past treatment of federal bonus 123 

depreciation, there is no state ADIT related to these items included in rate base.   124 

IV. CONCLUSION 125 

Q. Does this conclude your revised direct testimony? 126 

A. Yes, it does.127 



Ameren Exhibit 10.0E (Rev.) 

APPENDIX 

STATEMEN OF QUALIFICATIONS 
BRENDA J. MENKE 

 I graduated from Westminster College in 1987 with a Bachelor of Arts degree with a 

major in Chemistry.  I received my Master of Business Administration from Lindenwood 

College in 1995.  I later passed the Certified Public Accountant examination.  I am a member of 

the Missouri Society of Certified Public Accountants, the American Institute of Certified Public 

Accountants and the Tax Executives Institute.  I joined Union Electric Company in 1998, 

working at several power plants until 1997, when I accepted an accountant position.  I 

transferred to the tax department in 1998, where I worked in property tax and then income tax 

compliance.  I was promoted to Supervisor, Income Tax in 2000. 


