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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 12-   2 

DIRECT TESTIMONY OF  3 

RYAN J. MARTIN 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 Ryan J. Martin, and my business address is One Ameren Plaza, 1901 10 

Chouteau Avenue, St. Louis, Missouri, 63103. 11 

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

A.  I am employed by Ameren Services Company, a wholly-owned subsidiary of Ameren 13 

Corporation, as Assistant Treasurer and Manager of Corporate Finance. I also serve as Assistant 14 

Treasurer of Ameren Illinois Company (AIC or Company). 15 

Q. Please describe your educational background and relevant work experience. 16 

A. See my Statement of Qualifications, attached as an Appendix to this testimony. 17 

Q.  What are your responsibilities as Assistant Treasurer and Manager of Corporate 18 

Finance? 19 

A.  I am responsible for managing Ameren Corporation and its subsidiary companies’ short-20 

term and long-term financing activities, including debt and equity issuances and credit facility 21 

arrangements, monitoring the company’s liquidity position and key credit metrics, monitoring 22 
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compliance with our debt agreements, managing relationships with credit rating agencies and 23 

banks, and monitoring capital markets for key developments, emerging risks, and opportunities, 24 

among other corporate-finance related activities. 25 

B. Purpose, Scope and Identification of Exhibits 26 

Q.  What is the purpose of your direct testimony in this proceeding? 27 

A.  The purpose of my testimony is to support the delivery service revenue requirement 28 

update set forth in the testimony of AIC witness Ronald Stafford, by providing information 29 

concerning AIC’s (1) capital structure, (2) cost of debt, and (3) return on equity, upon which that 30 

revenue requirement update is based. 31 

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

A. No, I’m not. 33 

II. CAPITAL STRUCTURE AND RETURN ON CAPITAL 34 

Q.  What capital structure has AIC used to support the revenue requirement update in 35 

this case? 36 

A.  The revenue requirement reflects AIC’s actual capital structure as of December 31, 2011, 37 

excluding goodwill. 38 

Q. How did you determine the amount of goodwill to be removed from the capital 39 

structure? 40 

A. I calculated it in the manner the Company has proposed to calculate it in the Company’s 41 

most recent gas rate case, Docket No. 11-0282. 42 

Q.  What were the components of AIC’s capital structure as of December 31, 2011? 43 



Ameren Exhibit 2.0 
Page 3 of 6 

A.  AIC’s capital structure as of December 31, 2011, was composed of 54.850% common 44 

equity (excluding goodwill), 1.651% preferred stock, 43.499% long-term debt, and 0.0% short-45 

term debt. 46 

Q.  How, if at all, does this updated capital structure differ from that approved by the 47 

Commission in Docket 09-0306 and upon which AIC’s existing electric rates are based? 48 

A.  The table below reflects a comparison of the 2008 AIC test year capital structure 49 

approved by the Commission to the actual AIC capital structure as of December 31, 2011, 50 

excluding goodwill.  51 

  52 

In accordance with past Commission practice and the Order issued in Docket No. 04-53 

0294, goodwill net of all other purchase accounting impacts is excluded from the balance of 54 

common equity. 55 

Q.  What are the primary drivers of the changes in the capital structure? 56 

A. The increase in the common stock balance is primarily attributable to net income 57 

generated in 2008, 2009, 2010, and 2011, net of dividends to Ameren Corporation.  Equity 58 

infusions into AmerenCIPS, AmerenIP, and AmerenCILCO during 2009 of approximately $200 59 

million also contributed to the net increase in the common stock balance.  The decrease in long-60 

term debt is primarily attributable to the payoff of $250 million of AmerenIP bonds that matured 61 

in 2009 , and the redemption of $40 million of AmerenCIPS first mortgage bonds in 2010 in 62 

Balance % Balance %

Common equity 1,780,769,816$      44.824% 2,016,959,906$      54.850%
Preferred stock 113,655,211$         2.861% 60,718,696$           1.651%
Long-term debt 1,977,427,531$      49.775% 1,599,550,344$      43.499%
Short-term debt 100,908,431$         2.540% -$                        0.000%

Total 3,972,760,989$      100.000% 3,677,228,946$      100.000%

2008 Test Year As of December 31, 2011
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connection with the October 2010 merger of the Ameren Illinois utilities, and the payoff of $150 63 

million of AmerenCIPS bonds that matured in 2011.  The decrease in preferred stock is primarily 64 

attributable to the 2010 redemption of AmerenCILCO preferred stock owned by third parties and 65 

the 2010 contribution of AmerenIP preferred stock owned by Ameren Corporation, both 66 

consummated in connection with the October 2010 merger of the Ameren Illinois utilities. The 67 

decrease in the short-term debt balance reflects a favorable change in the Company’s cash 68 

position since the 2008 test year. 69 

Q. In your opinion is the capital structure upon which the proposed revenue 70 

requirement update is based prudent and reasonable? 71 

A.  Yes. The capital structure is consistent with sound financial practice and is reasonable.  In 72 

particular, the increase in the common equity ratio was necessary to strengthen AIC’s financial 73 

ratios, including the debt to capitalization ratios, that are evaluated by credit rating agencies in 74 

connection with the agencies’ assessment of AIC creditworthiness and their assignment of credit 75 

ratings.  Strong credit metrics are necessary to offset credit rating agency concerns regarding the 76 

supportiveness of the Illinois regulatory framework and AIC’s ability to recover its cost and earn 77 

a reasonable return within such framework and, we believe, are essential to AIC’s maintenance 78 

of investment grade credit ratings. In turn, investment grade credit ratings will provide 79 

reasonable assurance that AIC will be able to access capital markets on a timely basis, at a 80 

reasonable cost, and under reasonable conditions. 81 

Q.  What is the cost of the long-term debt component in AIC’s 2011 capital structure? 82 

A.  The 2011 cost of long-term debt, as illustrated on Schedule D-3, is 7.526%. 83 

Q. Did you make any adjustments in calculating the cost of long-term debt? 84 
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A. Yes.  I treated the AmerenIP debt issued in 2008 in the manner approved by the 85 

Commission in Docket No. 11-0282, AIC’s most recent gas rate case.  Accordingly, I set the cost 86 

of $50 million of that issuance at 7.526%, rather than use the coupon rate of 9.750%. 87 

 Additionally, I set the cost of the $150 million of AmerenCILCO debt issued in 88 

December 2008 to 6.760%, as proposed by Staff in Docket No. 11-0282, rather than use the 89 

8.750% coupon rate of the issuance.  90 

Q.  How has AIC calculated the return on equity for purposes of deriving the revenue 91 

requirement update in this case? 92 

A.  The return on equity (ROE) is the sum of (1) the average for the applicable calendar year 93 

of the monthly average yields of 30-year U.S. Treasury bonds published by the Board of 94 

Governors of the Federal Reserve System in its Statistical Release of Selected Interest Rates – 95 

H.15; and (2) 580 basis points.  96 

Q.  What is the ROE for 2011that results from applying that formula? 97 

A.  Because the 2011 average Treasury yield was 3.912% the 2011 ROE is 9.712%.  The 98 

calculation of the 2011 average Treasury yield and the resulting 2011 ROE can be found on 99 

Schedule D-6. 100 

Q. Would any interest be applied to any credit or surcharge amounts determined in the 101 

reconciliation process, after application of the ROE collar? 102 

A. Yes. As indicated on Schedule FR A-4, interest would be applied to any such credit or 103 

surcharge amounts. 104 

Q. What rate would be used to calculate interest? 105 
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A. The interest rate would be the Company's weighted average cost of capital (WACC), as 106 

determined on Schedule FR D-1, for the applicable period.  The Company’s WACC represents 107 

the Company’s actual cost of capital associated with the credit or surcharge and is, accordingly, 108 

the appropriate rate to apply to the credit or surcharge amount for purposes of calculating 109 

interest. 110 

III. CONCLUSION 111 

Q.  Does this conclude your direct testimony? 112 

A.  Yes, it does113 
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APPENDIX 

STATEMENT OF QUALIFICATIONS 
RYAN J. MARTIN 

My name is Ryan J. Martin.  My business address is One Ameren Plaza, 1901 Chouteau 

Avenue, St. Louis, Missouri, 63103.  I am employed by Ameren Services Company as Assistant 

Treasurer and Manager of Corporate Finance.  As Assistant Treasurer and Manager of Corporate 

Finance, I am responsible for managing the Ameren and subsidiary company short-term and 

long-term financing activities, including debt and equity issuances and credit facility 

arrangements, monitoring the company’s liquidity position and key credit metrics, monitoring 

compliance with our debt agreements, managing relationships with credit rating agencies and 

banks, and monitoring capital markets for key developments, emerging risks, and opportunities, 

among other corporate-finance related activities.   

I received my Bachelor of Business Administration degree, with a concentration in 

Accountancy, in 1995 from the University of Notre Dame.  I received my Master of Business 

Administration degree, with concentrations in finance, marketing, and strategy, in 2004 from 

Northwestern University’s Kellogg School of Management.    

I have over sixteen years of experience in various audit, accounting, financial reporting, 

and finance roles.  I began my career in 1995 at Arthur Andersen LLP and worked in the firm’s 

Audit and Business Advisory practice for six years.  I left Arthur Andersen in 2000 to join 

Career Education Corporation, a Chicago-based public company that owns and operates for-

profit, post-secondary schools.  At Career Education Corporation, I managed the company’s 

accounting and financial reporting functions and at various times was also responsible for 

accounts payable, payroll, and insurance.  In 2007, I joined Ameren Services Company as 

Assistant Controller.  In that role, I managed the Company’s general accounting function and 
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plant accounting function and was also responsible for accounting research and policy.  In March 

of 2010, I transitioned to the Finance department of Ameren Services Company as the Assistant 

Treasurer and Manager of Corporate Finance. 


