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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Mary H. Everson. My business address is 527 East Capitol Avenue, 3 

Springfield, Illinois 62701. 4 

Q. Please describe your professional background and affiliations. 5 

A. I have a Bachelor of Science in Accounting from the University of Central Florida. 6 

I am a Certified Public Accountant licensed to practice in the State of Illinois.  I 7 

joined the staff of the Illinois Commerce Commission (“Staff”) in February 1999. 8 

Prior to joining Staff, I was employed in industry as a financial analyst and in 9 

government as an internal auditor. 10 

Q. Have you previously testified before any regulatory bodies? 11 

A. Yes. I have testified on several occasions before the Illinois Commerce 12 

Commission (“Commission”). 13 

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

A. The purpose of my testimony is to recommend that the Commission order 15 

Ameren Illinois (“Ameren” or “AIC”) to prepare depreciation studies and file the 16 

studies with the Commission within 6 months of the date of the order in this 17 

proceeding consistent with the rate zones established by the Commission in 18 

setting rates in this case.  The depreciation studies should be conducted prior to 19 

Ameren’s next rate case.  20 
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Q. What is the authority for the Commission to order AIC to have new  21 

depreciation studies performed prior to AIC’s next rate case? 22 

A. The Commission has the authority to establish depreciation rates for gas utilities 23 

in accordance with Section 5-104(a) of the Public Utilities Act (“Act”) which 24 

states: 25 

The Commission shall have power, after hearing, to require any or 26 
all public utilities, except electric public utilities, to keep such 27 
accounts as will adequately reflect depreciation, obsolescence and 28 
the progress of the arts. The Commission may, from time to time, 29 
ascertain and determine and by order fix the proper and adequate 30 
rate of depreciation of the several classes of property for each 31 
public utility; and each public utility shall conform its depreciation 32 
accounts to the rates so ascertained, determined and fixed. 33 
220 ILCS 5/5-104(a) 34 
 35 

  36 

Section 5-104(b) of the Act further addresses the Commission’s authority to order 37 

electric utilities to conform to depreciation rates established by Commission 38 

order:  39 

(b) The Commission shall have the power, after hearing, to require 40 
any or all electric public utilities to keep such accounts as will 41 
adequately reflect depreciation, obsolescence, and the progress of 42 
the arts. The Commission may, from time to time, ascertain and 43 
determine and by order fix the proper and adequate rate of 44 
depreciation of the several classes of property for each electric 45 
public utility; and each electric public utility shall thereafter, absent 46 
further order of the Commission, conform its depreciation accounts 47 
to the rates so ascertained, determined and fixed until at least the 48 
end of the first full calendar year following the date of such 49 
determination. 50 
220 ILCS 5/5-105(b) 51 

 52 

Q. When did the Commission last establish depreciation rates for the Ameren 53 

Companies? 54 
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A. The Commission last established deprecation rates for the former operating 55 

utilities in Docket Nos. 07-0585 – 07-0590 (Cons.).  The Order in Docket Nos. 56 

07-0585 - 07-0590 (Cons.) established rates based upon depreciation studies for 57 

individual plant accounts within each of the former Ameren Illinois companies: 58 

AmerenCILCO, AmerenCIPS, and AmerenIP. These rates were not necessarily 59 

uniform for the same account across each operating utility.   60 

Q. Did AIC or its former operating utilities request permission from the 61 

Commission for a change in depreciation rates prior to the AIC merger into 62 

one company on October 1, 2010? 63 

A. Yes.  Ameren filed a petition on August 23, 2010 for approval to change to 64 

combined, weighted average rates for the combined entity’s gas operations. 65 

(Docket No. 10-0511) Through the date of this testimony, the Commission has 66 

not entered an order in that proceeding. Thus, the depreciation rates approved in 67 

Docket Nos. 07-0585 – 07-0590 (Cons.) are AIC’s only approved gas 68 

depreciation rates.  However, in response to Staff data request (“DR”) MHE 1.04, 69 

the Company stated that the workpapers it used to develop depreciation rates 70 

and amounts for the rate case filings included pre-merger rates by legacy utility 71 

and also included weighted average combined/blended depreciation rates 72 

applicable post-merger. 73 

Also, on August 23, 2010, Ameren filed a statement under Section 5-104(c) of 74 

the Act to notify the Commission of its intent to change its electric depreciation 75 

rates. Section 5-104(c) states: 76 
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An electric public utility may from time to time alter the annual rates 77 
of depreciation, which for purposes of this subsection (c) and 78 
subsection (d) shall include amortization, that it applies to its 79 
several classes of assets so long as the rates are consistent with 80 
generally accepted accounting principles. The electric public utility 81 
shall file a statement with the Commission which shall set forth the 82 
new rates of depreciation and which shall contain a certification by 83 
an independent certified public accountant that the new rates of 84 
depreciation are consistent with generally accepted accounting 85 
principles. Upon the filing of such statement, the new rates of 86 
depreciation shall be deemed to be approved by the Commission 87 
as the rates of depreciation to be applied thereafter by the public 88 
utility as though an order had been entered pursuant to subsection 89 
(b). 90 

220 ILCS 5/5-104(c) 91 
 92 

 Based on this statement filed with the Commission, AIC is using the weighted 93 

average electric depreciation rates to calculate depreciation expense for its 94 

electric plant assets in this proceeding. 95 

Q. Does Section 5-104 of the Act limit the Commission’s authority to establish 96 

appropriate depreciation rates in rate cases? 97 

A. No. Subsection 5-104(c) of the Act allows electric utilities to change depreciation 98 

rates between rate cases by notifying the Commission of the change, but that 99 

subsection does not dictate that the Commission must use those depreciation 100 

rates for ratemaking. Section 5-104(d) of the Act states: 101 

In any proceeding conducted pursuant to Section 9-201 or 9-202 to 102 
set an electric public utility's rates for service, the Commission 103 
may determine not to use, in determining the depreciation 104 
expense component of the public utility's rates for service, the 105 
rates of depreciation established pursuant to subsection (c), if 106 
the Commission in that proceeding finds based on the record that 107 
different rates of depreciation are required to adequately reflect 108 
depreciation, obsolescence and the progress of the arts, and fixes 109 
by order and uses for purposes of that proceeding new rates of 110 
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depreciation to be thereafter employed by the electric public utility 111 
until the end of the first full calendar year following the date of the 112 
determination and thereafter until altered in accordance with 113 
subsection (b) or (c) of this Section.  114 
220 ILCS 5/5-104(d) (emphasis added) 115 
 116 

My understanding of this subsection is that while an electric utility may change its 117 

electric depreciation rates between rate proceedings, the Commission retains the 118 

authority to establish different depreciation rates in a proceeding to establish 119 

base rates for service. Further, depreciation rates established in an electric rate 120 

proceeding are to be conformed to those ordered for the first full calendar year 121 

following the date of the determination and thereafter until altered in accordance 122 

with subsection (b) or (c). 123 

Q. Provide your rationale that AIC should prepare new depreciation studies 124 

and file the studies with the Commission within 6 months of the date of the 125 

order in this proceeding consistent with the rate zones established by the 126 

Commission in setting rates in this case. 127 

A. New depreciation studies are necessary because the currently-approved 128 

depreciation rates are based on studies that are outdated.   129 

The depreciation rates are based upon separate depreciation studies used in 130 

Docket Nos. 07-0585 – 07-0590 (Cons..) that examined the former AIC legacy 131 

companies’ individual plant assets as of December, 2006. In that Docket, John F. 132 

Wiedmayer stated in his direct testimony: 133 

 “My testimony is offered in support of the depreciation studies conducted 134 
separately for the Illinois electric/gas companies owned by Ameren 135 
Corporation, i.e. the Central Illinois Light Company d/b/a AmerenCILCO… 136 
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AmerenCIPS…AmerenIP…. The report which is entitled “Depreciation 137 
Study – Calculated Annual Depreciation Accruals Related to Electric/Gas 138 
Plant at December 31, 2006 and is attached hereto….” (Docket Nos. 07-139 
0585 – 07-0590 (Cons.), Ameren Ex. 4.0 E and G, p 1-2) (emphasis 140 
added)  141 

The rates established in Docket Nos. 07-0585 – 07-0570 (Cons.) were based on 142 

studies that examined plant assets separately by the individual companies as 143 

they existed almost 5 years ago.  Some of the factors included in a depreciation 144 

study are wear and tear, decay, action of the elements, inadequacy, 145 

obsolescence, changes in the art, changes in demand and the requirements of 146 

public authorities. Over the course of 5 years, any of these potential determining 147 

factors may have changed. Dr. Wiedmayer’s testimony in Docket Nos. 07-0585 – 148 

07-0590 (Cons.) also stated that revisions to depreciation rates were necessary 149 

at that time and in addition he stated:  150 

“Remaining life accrual rates are not intended to remain unchanged for an 151 
extended period of time. My recommendation is that remaining life accrual 152 
rates should be recalculated every 3-5 years at a minimum.” (AmerenCILCO 153 
Ex. 4.0E, p. 3, lines 15-17) (emphasis added) 154 

The depreciation rates established by the most recent studies (Docket Nos. 07-155 

0585 – 07-0590 (Cons.)) included plant assets which had been under the control 156 

of different ownership structures. Current studies would more closely reflect the 157 

current ownership structure of AIC, rather than its predecessor companies or a 158 

combination of ownership.  159 

The current depreciation rates approved in Docket Nos. 07-0585 – 07-0590 160 

(Cons.) were established for individual plant accounts for each of the legacy 161 

Ameren companies and each legacy Ameren Company did not necessarily have 162 
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the same plant items or the same accounts as the other legacy Ameren 163 

Companies.  164 

Since Ameren has merged the legacy companies into one company, and 5 years 165 

have elapsed since the last depreciation study was conducted, new depreciation 166 

studies are necessary to reflect the changes which have occurred since the last 167 

study was conducted.  168 

Q. Please explain why new depreciation studies should be conducted prior to 169 

AIC filing its next rate case. 170 

A. The Commission needs assurance that when rates are established in the next 171 

rate case, the depreciation rates used to determine depreciation expense are 172 

appropriate. 173 

Q. Please explain why the depreciation studies should be conducted within 174 

six months of an order being entered in this case. 175 

A. The last depreciation studies were based upon plant at December 31, 2006.  By 176 

the time an order is entered in this case in January 2012, it will have been five 177 

years since a depreciation study has been done.  Ameren’s own witness in its 178 

last case that presented a depreciation study testified that remaining life accrual 179 

rates should be recalculated every 3-5 years at a minimum.   180 

Q.  Please explain why depreciation rates should be maintained that are 181 

consistent with the rate zones established by the Commission in setting 182 

rates in this case. 183 
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A. The depreciation accounts should be kept in the manner in which the approved 184 

rates are established within this case.  This would preserve the Commission’s 185 

ability to determine depreciation expense by the rate zones established in this 186 

case. This position is consistent with the Commission’s Order in Docket No. 10-187 

0517 and is consistent with the position taken by Staff witness Scott Struck in 188 

Exhibit 1.0. (see Final Order, Docket No. 10-0517, March 15, 2011, pp. 20-22) 189 

and with maintaining the opportunity for cost-based rates until all rate zones are 190 

merged.   191 

Conclusion 192 

Q. Does this question end your prepared direct testimony? 193 

A. Yes. 194 


