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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-   2 

DIRECT TESTIMONY OF  3 

THOMAS B. KENNEDY, III 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 Thomas B. Kennedy, III.  My business address is 300 Liberty Street, Peoria, 10 

Illinois, 61602. 11 

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

A. I am employed by Ameren Illinois Company d/b/a Ameren Illinois (AIC, Ameren Illinois 13 

or the Company) as Director of Community and Public Relations (CPR). 14 

Q. Please describe your responsibilities as Director of CPR. 15 

A. I have responsibility for external communications for AIC including media contacts, 16 

municipal, legislative and regulatory contacts and employee communications.  I also oversee the 17 

production and publication of AIC communications in all media channels: social media, TV, 18 

radio, digital and print.  I also coordinate communication programs with the Ameren Corporate 19 

and Ameren Missouri teams. 20 

Q. Please describe your educational background and employment experience. 21 

A. See my Statement of Qualifications attached as an Appendix to this testimony. 22 
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B. Purpose, Scope and Identification of Exhibits 23 

Q. What is the purpose of your direct testimony in this proceeding? 24 

A. The purpose of my direct testimony is to support AIC‟s case for recovery of expenses 25 

AIC incurred in 2012 to fund contributions, sponsorships, community outreach and advertising 26 

in its service territory. 27 

Q. Please summarize the conclusions of your direct testimony. 28 

A. The main conclusions of my direct testimony are: 29 

 The expenses incurred in 2012 to fund contributions included in AIC's formula 30 
rate electric revenue requirement supported charitable and public welfare 31 
purposes and represent a reasonable amount to collect in electric delivery rates.  32 

 The expenses incurred in 2012 to fund sponsorships and community outreach 33 
events included in AIC's formula rate electric revenue requirement provided 34 
opportunities to educate consumers and value to the public and further support 35 
AIC's charitable and community goals. 36 

 The expenses incurred in 2012 to fund advertising included in AIC's formula rate 37 
electric revenue requirement supported educational and informational 38 
advertisements and other customer initiatives.  39 

Q. Will you be sponsoring any exhibits with your direct testimony? 40 

A. Yes.  I am sponsoring the following exhibits with my direct testimony: 41 

 Ameren Exhibit 6.1:  C-7 Schedule – 2012 Contributions 42 

 Ameren Exhibit 6.2:  2012 Sponsorships and Community Outreach 43 

 Ameren Exhibit 6.3:  2012 Advertisements – Production and Publication Costs  44 

II. AIC SERVICE TERRITORY 45 

Q. Please describe AIC’s electric service territory. 46 

A. AIC is a combination electric and natural gas public utility whose service territory is 47 

located in central and southern Illinois and consists of the former service territories of three 48 
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predecessor companies – Central Illinois Light Company d/b/a AmerenCILCO, Central Illinois 49 

Public Service Company d/b/a AmerenCIPS, and Illinois Power Company d/b/a AmerenIP.  50 

AIC‟s electric service territory covers about 75% of the state of Illinois with approximately 51 

45,000 miles of distribution lines.   52 

Q. How many retail electric customers are served by AIC? 53 

A. AIC delivers electric energy to approximately 1.2 million retail electric customers in the 54 

following 83 Illinois counties: Adams, Alexander, Bond, Brown, Bureau, Calhoun, Cass, 55 

Champaign, Christian, Clark, Clay, Clinton, Coles, Crawford, Cumberland, Dewitt, Douglas, 56 

Edgar, Edwards, Effingham, Fayette, Ford, Franklin, Fulton, Gallatin, Greene, Hamilton, 57 

Hancock, Henderson, Henry, Iroquois, Jackson, Jasper, Jefferson, Jersey, Johnson, Kendall, 58 

Knox, La Salle, Lawrence, Livingston, Logan, Macon, Macoupin, Madison, Marion, Marshall, 59 

Mason, Massac, McDonough, Mclean, Menard, Mercer, Monroe, Montgomery, Morgan, 60 

Moultrie, Peoria, Perry, Piatt, Pike, Pulaski, Putnam, Randolph, Richland, Saint Clair, Saline, 61 

Sangamon, Schuyler, Scott, Shelby, Stark, Tazewell, Union, Vermillion, Wabash, Warren, 62 

Washington, Wayne, White, Whiteside, Williamson, and Woodford.    63 

Q. What is CPR's mission or purpose? 64 

A. The CPR group is a group of strategic communicators who work together to educate 65 

customers about key AIC initiatives, build public awareness with regard to safety and storm 66 

response, and develop relationships with community leaders and stakeholders.   67 

Q. What services does CPR provide? 68 

A. CPR oversees AIC's educational and informational communications to customers.  The 69 

scope of CPR's oversight includes communications regarding outage restoration, safety and 70 
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storm response, customer services, rate regulation and rate impacts, energy efficiency, energy 71 

assistance and employment opportunities.  For example, CPR communicates with the media on 72 

events that are of significant importance and/or may have a significant impact on our customers, 73 

and also coordinates with local governmental agencies and municipalities during emergency 74 

events that result in large or widespread outages.  In addition, the CPR group develops and 75 

manages customer messages including bill messages, bill inserts, and brochures, as well as web 76 

content regarding Ameren Illinois.  Lastly, the CPR coordinates AIC‟s community outreach 77 

programs, AIC‟s contributions, and AIC‟s sponsorships of local community events. 78 

Q. Which costs will you be discussing in your direct testimony? 79 

A. I will be discussing the 2012 charitable and public welfare contributions included in the 80 

formula rate electric revenue requirement.  I also will be discussing the 2012 sponsorship and 81 

community outreach costs included in the formula rate electric revenue requirement.  Lastly, I 82 

will be discussing the 2012 advertising expenses included in the formula rate electric revenue 83 

requirement. 84 

III. SECTION 9-227 CONTRIBUTIONS 85 

Q. Why does AIC make "charitable" and "public welfare" contributions? 86 

A. AIC believes in the importance of giving back to the communities where our employees 87 

live and work.  Deploying AIC resources to help strengthen local charitable and non-profit 88 

organizations benefits all people living within AIC's service territory.   89 

Q. What section of the Public Utilities Act provides the standard for AIC's recovery of 90 

“charitable” and "public welfare" contributions in delivery service rates? 91 
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A. Section 9-227 of the Public Utilities Act permits a public utility to recover in rates the 92 

donations that are made “for the public welfare or for charitable scientific, religious or 93 

educational purposes, provided that such donations are reasonable in amount.”  Section 9-227 94 

further provides, "In determining the reasonableness of such donations, the Commission may not 95 

establish, by rule, a presumption that any particular portion of an otherwise reasonable amount 96 

may not be considered as an operating expense. The Commission shall be prohibited from 97 

disallowing by rule, as an operating expense, any portion of a reasonable donation for public 98 

welfare or charitable purposes." 99 

Q. What is the amount of contributions that AIC is requesting to recover in electric 100 

delivery rates in this filing? 101 

A. According to AIC's C-7 Schedule, AIC's total contributions in 2012 were approximately 102 

$918, 500.  I have attached the C-7 Schedule to my testimony as Ameren Exhibit 6.1. The 103 

contribution amounts listed on the C-7 represent the total amount of each contribution, not the 104 

portion of contributions included in the electric revenue requirement.  It is my understanding the 105 

portion of 2012 contributions included in the electric revenue requirement is approximately 106 

$478,000.  It is my understanding that a rate-making adjustment is sponsored by Ameren witness 107 

Mr. Ronald Stafford and can be found on AIC's C-2.16 Schedule.  It is my understanding that 108 

$478,000 amount does not include items that were partially allocated or directly assigned to 109 

AIC's gas operations or otherwise excluded from the electric revenue requirement. 110 

Q. Has the Commission previously approved the recovery of contributions in formula 111 

rate proceedings? 112 
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A. Yes.  In 2012, the Commission ruled on the recovery of Section 9-227 contributions in 113 

AIC‟s electric formula rate proceedings.  The Commission also ruled on the recovery of Section 114 

9-227 donations in the formula rate proceedings for Commonwealth Edison Company (ComEd). 115 

Q. What did those recent Commission formula rate orders find? 116 

A. In Docket No. 11-0721, the Commission found that the term “public welfare” in Section 117 

9-227 means “contributing to the general good of the public.”  ComEd, Order, Docket 11-0721 118 

(May 29, 2012), p. 98.  The Commission further found “many organizations, including those that 119 

promote the arts and those that promote community and economic development, contribute to the 120 

general good of the public.”  The Commission believed arts and economic development groups 121 

“serve a public need.”  The Commission rejected Staff‟s proposed adjustment to disallow 122 

donations to certain arts and economic development groups, and subsequently rejected Staff‟s 123 

proposed adjustment in AIC‟s formula rate proceedings in Dockets Nos. 12-0001 and 12-0293 to 124 

remove economic development donations.  Order (Sept. 19, 2012), p. 79; Order (Dec. 5, 2012), 125 

pp. 102-103.   126 

Q. Are you aware the Commission has commenced a rulemaking on Section 9-227 127 

contributions? 128 

A. Yes.  The Commission commenced Docket No. 12-0457 “to develop rules to provide a 129 

higher standard of information for rate filings to ensure that, when rate payers are asked to pay 130 

for charitable contributions made by a utility, the review of the prudence of those contributions 131 

can be sufficient, within the constraints of Section 9-227 of the Public Utilities Act.”  Order (July 132 

31, 2012).  It is my understanding the parties to that proceeding are conducting workshops on 133 

draft rules on the information on contributions that utilities would include in future rate filings.   134 
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Q. Do the Commission’s Part 285 rules currently require the utility to provide some 135 

information on “charitable” and “public welfare” contributions with any rate filing? 136 

A. Yes.  Section 285.3070 of the Commission‟s rules requires the utility to provide on its 137 

Schedule C-7 “the charitable contributions for each of the three consecutive years immediately 138 

preceding the test year for the total company, the test year for the total company, and the test 139 

year jurisdictional pro forma at proposed rates reflected on Schedule C-1.”  The information 140 

provided by the utility under Section 285.3070 must include the account number where the 141 

contribution is charged, the account description, the payee or recipient of the contribution, the 142 

amount of the contribution, and the purpose and nature of the organization.  Section 285.3070 143 

permits the utility to aggregate individual contributions under $5,000. 144 

Q. In Docket Nos. 12-0001 and 12-0293, the electric formula rate proceedings, did AIC 145 

provide any additional information in support of its requested amount of Section 9-227 146 

donations, other than what is required under the Commission’s Part 285 rules? 147 

A. Yes.  In Docket Nos. 12-0001 and 12-0293, in addition to sworn testimony in support of 148 

the requested level of Section 9-227 contributions, for actual donations it sought to include in 149 

rates, AIC provided the Commission with additional information on how recipient organizations 150 

utilized AIC contributions. AIC also identified the Section 9-227 category for each donation, 151 

whether for public welfare, educational, scientific and/or religious purposes.  In Docket No. 12-152 

0001, AIC provided information about the geographic area of the service territory where each 153 

recipient was located.  In Docket No. 12-0293, at Staff‟s request, AIC provided the federal 154 

income tax ID for the recipients, if applicable.  155 

Q. Did the Commission comment on the additional evidence AIC submitted? 156 
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A. Yes.  In Docket No. 12-0001, the Commission took “at face value the descriptions of the 157 

funded activities as detailed in [Ameren‟s exhibits], as accompanied by sworn testimony, and 158 

accept[ed] that the contributions were made for the stated public welfare or scientific, 159 

educational, or religious purposes.”  Order (Sept. 19, 2012), p. 79.  The Commission further 160 

“commend[ed] Ameren for providing more easily discoverable and reviewable information 161 

regarding the nature and purpose of the contributions than has been seen in some previous 162 

proceedings.”  The Commission found the additional information aided the Commission in 163 

reviewing the purpose of the donations and the reasonableness of their amounts.   164 

Q. Has AIC submitted additional information in this rate case proceeding? 165 

A. Yes.  For 2012 donations, AIC has included additional information on the recipient‟s use 166 

of the donations listed in the Schedule C-7.  AIC also has identified the geographic location 167 

where the recipient or event was located.  The amounts included in the Schedule C-7 are the 168 

“total company” amounts for each donation, not the portion allocated to the electric operations. . 169 

Q. Has AIC provided additional information on “total company” donations less than 170 

$5000? 171 

A. Yes.  As mentioned above, pursuant to Section 285.3070, AIC may aggregate donations 172 

of less than $5000 in the C-7 Schedule.  To provide further transparency to the Commission and 173 

for Staff‟s benefit however, AIC has included additional information on all “total company” 174 

2012 donations included in the revenue requirement that were $1000 or greater. 175 

Q. Has AIC reviewed all of the 2012 contributions included in the revenue requirement 176 

to ensure the contributions are recoverable under Section 9-227? 177 
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A. Yes.  In preparing the formula rate filing and the C-7 Schedule, AIC reviewed its 2012 178 

contributions to ensure the contributions included in the revenue requirement were donations 179 

“for the public welfare or for charitable scientific, religious or educational purposes.”   180 

Q. Did AIC purposefully exclude any 2012 contributions from its proposed revenue 181 

requirement? 182 

A. Yes.  As explained below, AIC did not include in the electric revenue requirement, 183 

contributions that were allocated 100% to gas operations.  AIC also only included an allocated 184 

electric portion for those contributions that are generally assigned to both gas and electric 185 

operations.  AIC also not include any portion of certain items charged to Account 426 where the 186 

payee was not identified. 187 

Q. In Docket No. 12-0001, the Commission disallowed a donation to the City of 188 

Springfield because it was not within AIC’s electric service territory.  In Docket No. 12-189 

0293, the Commission noted “where such programs benefit just ratepayers of the gas 190 

utility, but not electric utility (e.g., within the city limits of Springfield), it may not be 191 

appropriate to recover those costs from electric customers.”  Has AIC included any 192 

contributions in the revenue requirement that were given to recipients or events located in 193 

operating areas where AIC only serves gas customers? 194 

A. No.  Contributions to recipients in operating areas where AIC services only gas 195 

customers were not included in the electric formula rate revenue requirement.  Contributions to 196 

recipients in operating areas where AIC services only electric customers were 100% allocated to 197 

the electric revenue requirement.  Contributions that went to recipients in operating areas where 198 

AIC services electric and gas customers were 60% allocated to the electric revenue requirement.  199 
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It is my understanding AIC's workpaper to Schedule C-2.16 shows the electric allocated amount 200 

for each contribution included in the revenue requirement.   201 

Q. Do you consider the contributions included in the revenue requirement to be 202 

reasonable in amount? 203 

A. Yes.  I consider the portion of the 2012 contributions that AIC has proposed to include in 204 

its electric revenue requirement to be reasonable in amount, given the intended use of the 205 

contributions and AIC‟s prior contributions to support similar organizations and causes. 206 

Q. How does AIC determine which recipients receive contributions during any given 207 

year? 208 

A. In general, AIC contributes to tax-exempt, not-for-profit organizations that intend to use 209 

the contribution "for the public welfare or for charitable scientific, religious or educational 210 

purposes."  In addition, AIC contributes to schools, hospitals, government units and religious 211 

institutions, which hold non-profit status and intend to use the donation "for the public welfare or 212 

for charitable scientific, religious or educational purposes."  The project, event or organization 213 

receiving the funds also must be located in AIC's service territory or otherwise benefit AIC‟s 214 

customers.  Generally, AIC prioritizes its contributions by areas such as Arts and Culture, Civic 215 

and Community, Youth and Education, Health and Human Services, and the Environment.  216 

Whether AIC supports a particular request, however, is based on the organization's needs,  goals 217 

and capabilities,  benefit to the communities AIC serves and the qualifications of the 218 

organization's board and management in administering the program and effectively utilizing the 219 

funds.   220 

Q. How does AIC determine the recipient’s intended use of the donation? 221 
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A. AIC requires written documentation of how the requested funds will be utilized and how 222 

the organization and public will benefit from AIC's contribution.  223 

Q. Why does AIC contribute to Health and Human Service organizations? 224 

A. AIC contributes to Health and Human Service organizations as part of AIC's efforts to 225 

support the public welfare of the communities in which AIC operates.  For example, AIC 226 

contributes to the Red Cross, the Salvation Army, and other community action agencies in order 227 

to assist people who have lost their homes/belongings as a result of storms or other disasters, or 228 

who are suffering during periods of intense heat and cold, or who need help with basic life and 229 

health needs (food, water, and clothing). 230 

Q. Why does AIC contribute to Arts and Culture organizations? 231 

A. AIC contributes to Arts and Cultural organizations to support the public welfare and 232 

promote educational programs in the areas of history, diversity, music, theatre, and science.  233 

Contributions to support programs at museums, urban leagues, art festivals, and zoos in the AIC 234 

service area would also be included in this category. 235 

Q. Why does AIC contribute to Environmental organizations?  236 

A. AIC contributes to Environmental organizations to support the public welfare and 237 

promote educational programs regarding science, conservation and awareness of the nature and 238 

the environment.  Parks, wildlife sanctuaries and conservation programs are the types of 239 

recipients in the Environment category.  240 

Q. Why does AIC contribute to Youth and Education organizations? 241 

A. AIC contributes to Youth and Education organizations to support the public welfare and 242 

offer educational programs for young adults and children.  Examples of recipient organizations 243 
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for youth and education support include Junior Achievement, Boys and Girls Clubs, Boy Scouts, 244 

Girl Scouts, Special Olympics, Easter Seals and Educational Foundations. 245 

Q. Why does AIC contribute to Civic, Community and Economic Development 246 

organizations? 247 

A. AIC contributes to Civic, Community and Economic Development organizations to 248 

support the public welfare of the communities in the AIC service area.  Contributions are made 249 

to not-for-profits whose mission is to grow the local tax base, attract new industry and jobs, 250 

expand existing businesses, and/or promote local tourism.  Examples of recipients are Peoria 251 

Promise, minority business councils, and economic development councils and foundations. 252 

Q. In Docket No. 12-0293, Staff claimed AIC received “corporate benefits” from 253 

donations to economic development organizations.  Does AIC receive any benefits in 254 

exchange for these donations? 255 

A. No.  AIC does not request or expect to receive any benefit for any contribution to a local 256 

economic development organization.  Just as programs at the Red Cross are reviewed when 257 

determining their qualification for a contribution, so too are the programs of local economic 258 

development organizations reviewed to ensure they meet AIC's policy guidelines and the 259 

Commission's requirement the contribution is for a "charitable" or "public welfare" purpose.  260 

Q. Can you elaborate on the intended purpose and use of donations to economic 261 

development groups? 262 

A. In general, AIC supports economic development organizations because these groups are 263 

responsible for ensuring the vitality of communities in our service territory.  These public/private 264 

partnerships coordinate a range of activities designed to enhance community capacity for 265 
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economic growth, and directly impact the attraction and retention of head-of-household jobs and 266 

private sector investment.  AIC supports economic development organizations in order to ensure 267 

that local communities/regions have the resources they need to meet the challenges of the state‟s 268 

current economic climate.  AIC has an active economic development program, which assists in 269 

facilitating existing business-customer retention/expansion projects and attracting new, private 270 

sector investment to its service region.  AIC also supports local community efforts to enhance 271 

their competitive capacity to build a sustainable business climate and local tax base.  272 

IV. SPONSORSHIPS AND COMMUNITY OUTREACH 273 

Q. Why does AIC sponsor local events in the communities in its service territory? 274 

A. We strive to partner with our communities to make them a better place to live.  AIC 275 

sponsorships support events and organizations that are valued by and benefit the general public 276 

living in the communities that AIC serves.  A sponsorship might support a community youth 277 

sports program or a local fun run.  It might support an annual community festival or parade.  In 278 

either case, the sponsorship is an effort to improve the quality of life in our communities.  In 279 

many cases, the existence of these local events depends on the funds AIC and other corporate 280 

entities provide.  And in most cases, the organization receiving the funds is a non-profit.  281 

Sponsorships are considered another means to support AIC's charitable goals and are funds spent 282 

in the best interest of consumers.  283 

Q. What other benefits can sponsorships provide? 284 

A. Sponsorships also can offer utilities the opportunity to educate consumers and other 285 

stakeholders on important energy-related topics.  In that regard, sponsorships offer additional 286 

channels to communicate the informational and educational messages to our customers.  Some 287 

events allow AIC to reach consumers through an exhibit booth at the event, giving AIC an 288 
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opportunity to talk face-to-face with customers.  Other events offer placement of an ad in the 289 

festival or event booklet.  Sponsorships, whether the event involves providing materials or 290 

"buying a table," help educate customers about the availability of programs to help them use 291 

energy more wisely, while providing a worthwhile service to the energy-consuming public. 292 

Q. Do you generally consider sponsorships to be a form of goodwill or institutional 293 

advertising? 294 

A. No.  The purpose of the sponsorship is to improve the quality of life for the consumer.  In 295 

general AIC sponsors events and programs in order to educate customers. 296 

Q. Where historically has AIC charged sponsorship costs? 297 

A. Historically, AIC has charged all sponsorship costs to FERC Account 930.1.  Account 298 

930.1 is used for the cost of labor, materials used, and expenses incurred in advertising and 299 

related activities, the cost of which by their content and purpose are not provided for elsewhere.  300 

The Schedule C-8 indicates AIC charged approximately $273,000 to Account 930.1 in 2012.  301 

This reflects the portion of Account 930.1 expense that would be allocated to AIC's electric 302 

operations.  Of that amount, approximately $200,000 was for sponsorship expenses.  Attached to 303 

my testimony, as Ameren Exhibit 6.2, is a table that delineates the sponsorship costs AIC has 304 

included in the revenue requirement.   305 

Q. Has AIC reviewed the sponsorships included in the revenue requirement to ensure 306 

the sponsorships were not “goodwill” or “institutional” advertising? 307 

A. Yes.  As part of its preparation of the formula rate filing and the C-7 Schedule, AIC 308 

reviewed the sponsorship costs that were charged to Account 930.1 in 2012 to ensure that none 309 
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of the charges included in the revenue requirement constituted “goodwill” or “institutional” 310 

advertising.   311 

Q. Did AIC exclude any sponsorships costs from its proposed revenue requirement? 312 

A. Yes.  Ameren Exhibit 6.2 indicates that AIC has excluded approximately $37,000 in 313 

sponsorships costs that were charged to Account 930.1 in 2012.  It is my understanding this 314 

disallowance is included in the rate-making adjustment sponsored by Ameren witness Mr. 315 

Stafford and supported by AIC Schedule C-2.17 and the supporting workpaper, which identifies 316 

all of the advertising and sponsorship costs that AIC has self-disallowed.   317 

Q. Did AIC exclude any other Account 930.1 costs from its proposed revenue 318 

requirement? 319 

A. Yes.  AIC excluded costs related to the operation of Ameren Corporation's E-store, based 320 

on the Commission's Orders in Docket Nos. 12-0001 and 12-0293.  It is my understanding the 321 

detail behind that adjustment can be found on the workpaper for Schedule C-2.17.    322 

Q. In Docket No. 12-0001, the Commission disallowed all sponsorship costs, finding 323 

“sponsorships bring AIC's name before the public in a philanthropic light,” which the 324 

Commission claimed was “the very meaning of goodwill advertising.”  In Docket No. 12-325 

0293, the Commission excluded only a portion of sponsorship costs, finding the events can 326 

provide customers with “useful information.”  Has AIC identified the informational 327 

messages and advertisements that were present at the sponsored events? 328 

A. Yes.  Ameren Exhibit 6.2 contains the following information: the recipient of the 329 

sponsorship, the amount of the sponsorship (and electric portion), the description of the cause or 330 

activity that benefited from the sponsorship, the date of the sponsored event, the location of the 331 
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sponsored event, the benefit of the sponsorship, the advertising message category, the forms 332 

(channels) of the advertisements, AIC‟s presence at the sponsored event (if there was a booth), 333 

and a description and value of any ancillary benefits that AIC received for being a sponsor.  In 334 

addition, as workpapers in support of the direct case filing, AIC will be providing Commission 335 

Staff copies of advertisements that would have been used at these events.  336 

Q. In Docket No. 12-0293, the Commission disallowed certain sponsorship costs 337 

because AIC employees received ancillary benefits in the form of tickets, meals, beverages 338 

and entertainment.  Has AIC excluded any portion of its 2012 sponsorship costs to reflect 339 

the ancillary benefits that AIC employee would have received? 340 

A. Yes.  Ameren Exhibit 6.2 indicates that AIC has excluded certain costs from its revenue 341 

requirement that reflect the value of ancillary benefits that AIC employees received from the 342 

sponsor in the form of tickets, meals and other entertainment.   343 

Q. In Docket No. 12-0293, the Commission also discussed the shared characteristics 344 

between charitable contributions and sponsorships.  What did the Commission find in that 345 

proceeding? 346 

A. The Commission‟s Order in Docket No. 12-0293 “cautions AIC to be diligent in its 347 

recording of costs because some of the entries in Account 930.1 resemble charitable 348 

contributions (i.e., $150 to the Pekin Area Chamber of Commerce for fireworks).  Admittedly, 349 

charitable contributions and corporate sponsorships share some characteristics.  To facilitate the 350 

Commission's understanding of AIC's policies in this area, the Commission directs AIC to 351 

provide in its next rate proceeding its internal definition of „corporate sponsorship‟ and 352 

„charitable contribution,‟ as well as any other guidelines it uses in distinguishing between the 353 

two.  To the extent that a charitable contribution is recorded in Account 930.1 in this proceeding, 354 
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it is not the Commission's intent to disallow it for that reason.”  Ameren Ill. Co., Order, Docket 355 

12-0293 (Dec. 5, 2012), p. 74. 356 

Q. How does AIC define a “charitable” or “public welfare” contribution?  357 

A. A contribution is a donation made by AIC “for the public welfare or for a charitable 358 

scientific, religious or educational purpose,” as defined by the statute.  Specific accounting codes 359 

are assigned to spending associated with contributions.  These codes allow the contribution to be 360 

recognized when determining eligible rate recovery dollars.  Again, AIC relies on the language 361 

of Section 9-227 and the Commission's recent orders interpreting this language to seek recovery 362 

of donations “for public welfare or charitable purposes” that are reasonable in amount. 363 

Q. How does AIC define a “sponsorship”?  364 

A. In general, a sponsorship is a request of AIC by an organization for financial support for 365 

a particular event or activity, which is held for the benefit of the general public, which generally 366 

recognizes AIC as a sponsor, and which also provides advertising opportunities for AIC.  Some 367 

organizations recognize AIC's sponsorships by including AIC in in its media or external 368 

communications.  Examples include mentioning AIC in a radio announcement promoting the 369 

event, inclusion of printed program ads, digital banners or logo recognition on the organization's 370 

website, event signage, or use of exhibit space during the event.  Sponsorships, however, 371 

generally are intended to be an opportunity to educate customers and the members of the public 372 

who attend the event.  373 

Q. Does AIC agree with the Commission's suggestion that contributions and 374 

sponsorships can share certain characteristics? 375 
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A. Yes.  At their core, sponsorships and contributions are intended to provide a public 376 

benefit to the communities in which AIC employees live and work.  Whether AIC contributes 377 

$500 to a local municipality to help sponsor a parade, or $500 to a local school for an after-378 

school program, AIC‟s intent is to help improve the quality of life in that community.  The 379 

recipients of sponsorships, like the recipients of contributions, are located in AIC's service 380 

territory or otherwise providing a benefit to AIC‟s customers, and are almost always non-profit 381 

organizations.  These sponsorship initiatives are a reflection of our commitment to support our 382 

communities. 383 

Q. Ameren Exhibit 6.2 also lists “Community Outreach” events.  What are Community 384 

Outreach events? 385 

A. Community Outreach includes external activities and participation in events which are 386 

designed to educate customers and stakeholders.  These events usually include an opportunity for 387 

AIC to be an exhibitor and communicating with customers on topics such as safety, energy 388 

efficiency, careers, energy assistance and customer service.   389 

Q. Were these costs included in Account 930.1 in 2012? 390 

A. No.   In 2012, costs for “Community Outreach” events were charged to FERC Account 391 

908.  These costs are listed in Exhibit 6.2. 392 

Q. What additional information have you included concerning Community Outreach 393 

events in Ameren Exhibit 6.2? 394 

A. Ameren Exhibit 6.2 contains the following information for the community outreach 395 

events: the recipient or event organizer, the  cost (and electric portion), the description of the 396 

event or activity, the date of the event, the location of the event, the benefit of the sponsorship, 397 
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the advertising message category, the forms (channels) of the advertisements, AIC‟s presence at 398 

the sponsored event (if there was a booth), and a description and value of any ancillary benefits 399 

that AIC received for being a participant.  In addition, AIC will be providing Commission Staff 400 

copies of advertisements that would have been used at these events, as workpapers in support of 401 

the direct case filing. 402 

V. ADVERTISING EXPENSES 403 

Q. Why does AIC advertise? 404 

A. AIC‟s fundamental mission is to provide our customers with safe, reliable delivery of 405 

energy services.  The point of advertising is to reach and educate consumers on important energy 406 

issues through the production and publication of advertisements, radio and television scripts, 407 

websites, press releases, brochures, booklets and other printed and digital material.  Advertising 408 

allows us to inform consumers, not just about legally required notices, safety issues, and storm 409 

response efforts, but also about the various energy programs. 410 

Q. How does the Public Utilities Act define “Advertising”? 411 

A. Section 9-225(1)(a) defines “Advertising” as “the commercial use, by an electric, gas, 412 

water or sewer utility, of any media, including newspapers, printed matter, radio and television, 413 

in order to transmit a message to a substantial number of members of the public or to such 414 

utility‟s consumers.”  Part 295.20 of the Commission‟s rules further provides that “[i]n 415 

determining what constitutes a „substantial number,‟ the Commission shall consider, among 416 

other things, the medium of communication used, the actual number of persons reached, and the 417 

size of the utility involved.”   418 
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Q. What categories of Advertising are considered allowable operating expenses under 419 

the Public Utilities Act and the Commission’s rules? 420 

A. Section 9-225(3) and Part 295.30 identify a number of categories of advertising that 421 

“shall be considered allowable operating expenses for gas, electric, water or sewer utilities.”  The 422 

allowable categories are advertising that: 423 

 Informs consumers how they can conserve energy or reduce peak demand for 424 
electric or gas energy (“Energy Conservation and Reduction of Peak Demand”); 425 

 Is required by law or regulation (“Required by Law”); 426 

 Concerns service interruptions, safety measures or emergency conditions 427 
(“Service Interruptions and Safety”); 428 

 Concerns employment opportunities (“Career Opportunities”); 429 

 Promotes the use of energy efficient appliances, equipment or services (“Energy 430 
Efficiency”) 431 

 Explains existing or proposed rate schedules or notifications of hearings (“Rate 432 
Notices”) 433 

 Concerns customer service and the terms and conditions of service (“Customer 434 
Service”); 435 

 Promotes the shifting of demand from peak to off-peak hours or which 436 
encourages the off-peak usage of the service (“Off-peak Usage”); and 437 

 Other categories that are not political, promotional, institutional or goodwill 438 
advertisements. 439 

Q. Do the Public Utilities Act and the Commission’s rules define “political,” 440 

“promotional,” “goodwill,” and “institutional” advertising? 441 

A. Yes.  Section 9-225(1) and Part 295.20 provide the following definitions: 442 

 “Political” Advertising is “any advertising for the purpose of influencing public 443 
opinion with respect to legislative, administrative or electoral matters, or with 444 
respect to any controversial issue of public importance.”   445 
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 “Promotional” Advertising is “any advertising for the purpose of encouraging any 446 
person to select or use the service of additional service of a utility or the selection 447 
or installation of any appliance or equipment designed to use such utility‟s 448 
service.”   449 

 “Goodwill” or “Institutional” Advertising is “any advertising either on a local or 450 
national basis designed primarily to bring the utility‟s name before the general 451 
public in such a way as to improve the image of the utility or to promote 452 
controversial issues for the utility or industry.” 453 

Q. Does the Public Utilities Act allow for the recovery of political, promotional, 454 

institutional or goodwill advertising in any instance? 455 

A. Yes.  Section 9-225(2) provides that such advertising can be recovered if the Commission 456 

finds the advertising to be “in the best interest of the Consumer.”  Part 295.10 further provides 457 

that the Commission, in determining whether to allow such expenses in rates, must consider, at a 458 

minimum, “whether the advertising at issue is necessary to protect consumers, to promote more 459 

efficient use of the public utility‟s system, or to allow the public utility to compete effectively 460 

against non-regulated competitors.”   461 

Q. Do the Commission’s rules require utilities to provide information with its rate 462 

filings? 463 

A. Yes.  Section 285.3075 requires the utility to provide information in its Schedule C-8 on 464 

“demonstration and selling, advertising and miscellaneous sales expenses for the test year.”  That 465 

information must include the account number, account description, the test year expense, and any 466 

ratemaking adjustment for disallowable political, promotional, goodwill and institutional 467 

advertising.  For electric and gas utilities, that information also must include “[w]ork papers that 468 

support the amount provided for in accordance with the requirements of 83 Ill. Adm. Code 469 

295.40.” 470 
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Q. What materials must be made available in accordance with Part 295.40? 471 

A. Section 9-226(a) of the Public Utilities Act and Part 295.40(a) require the utility in any 472 

“general rate increase proceeding” to provide “[c]opies of all advertisements and scripts included 473 

in the operating expense, listing the production costs for each ad, the publication schedule and 474 

costs for each ad.”  Pursuant to Part 295.40, these materials must be “made available to 475 

Commission Staff at the time of the start of the Staff investigation.” 476 

Q. Has AIC made available to Commission Staff copies of advertisements and scripts? 477 

A. Yes.  In connection with this filing, AIC will be sending Staff copies of advertisements 478 

and scripts that were produced and published in 2012, the cost of which were allocated in whole 479 

or in part to AIC‟s electric operations.   480 

Q. Has AIC also made available to Commission Staff the production costs for AIC’s 481 

2012 ads and the publication schedule and costs for AIC’s 2012 ads? 482 

A. Yes.  Included with copies of the 2012 advertisements and scripts is a workpaper that lists 483 

the production costs and publication costs for the ads and scripts produced and published in 484 

2012, the cost of which were allocated in whole or in part to AIC‟s electric operations.  I also 485 

have attached that workpaper to my testimony as Ameren Exhibit 6.3. 486 

Q. Where does AIC book production and publication costs for its advertisements and 487 

scripts? 488 

A. Production and publication costs for public messages, advertisements and scripts are 489 

charged to FERC Account 909.  Account 909 is for informational and instructional advertising 490 

expense.  According to FERC guidance, Account 909 must include “the cost of labor, materials 491 

used and expenses incurred in activities which primarily convey information as to what the 492 
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associate utility company urges or suggests customers should do in utilizing service to protect 493 

health and safety, to encourage environmental protection, to utilize their equipment safely and 494 

economically, or to conserve energy.”  Included in Account 909 would be the expenses AIC 495 

incurs “[e]mploying agencies, selecting media and conducting negotiations in connection with 496 

the placement and subject matter of information programs.”  497 

Q. Why does AIC use outside agencies in the production and publication of its 498 

advertisements?   499 

A. AIC utilizes external agencies for the production and publication of advertisements and 500 

scripts because these agencies have the staff, resources and capabilities to quickly and cost-501 

effectively produce customer education messaging and materials. External agencies supplement 502 

AIC‟s own staff, resources or capabilities.  503 

Q. What services and work product do outside agencies provide?   504 

A. External agencies provide a range of services, such as graphic design, copywriting, video 505 

and photography.  They play a crucial role in the oversight, design and rollout of a utility's 506 

messages.  They have the expertise to develop and manage the video, audio, print and digital 507 

communications that accompany an advertising initiative.  They have the website professionals 508 

with the skills necessary to create and host the websites AIC uses to communicate with 509 

customers.  They have the resources to design booth displays, posters and brochures for 510 

community outreach events.  They have the ability to conduct research to identify the topics 511 

considered by customers to be most important.  They can assist in identifying the most cost-512 

effective mediums for AIC to reach consumers with its messaging.  They can provide AIC with 513 

the strategic planning resources and the project management skills that AIC has not internalized.   514 
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Q. Why doesn't AIC just internalize those costs?   515 

A. It would not be cost-effective for AIC to invest in, and continually maintain, the staff, 516 

technology and equipment required to produce the quality and quantity of customer education 517 

material that AIC requires.  Leveraging outside vendors allows AIC to reduce operating costs 518 

and is good industry practice in executing an effective customer education program. 519 

Q. Does the Schedule C-8 indicate the amount of test year expense that AIC charged to 520 

Account 909 in 2012? 521 

A. Yes.  The Schedule C-8 indicates that AIC charge approximately $1.52 million to 522 

Account 909 in 2012.  That reflects the portion of Account 909 expense that was allocated to 523 

AIC‟s electric operations.  Of that amount, approximately $1.44 million are identified on the Part 524 

295.40 workpaper as production and publication costs for ads and scripts.   525 

Q. Did AIC exclude any Account 909 expenses from its proposed revenue requirement? 526 

A. Yes.  AIC also excluded certain amounts charged to Account 909 for tickets purchased 527 

for internal use.  It is my understanding that disallowance is included in the rate-making 528 

adjustments sponsored by Mr. Stafford and can be seen on Schedule C-2.17 and the supporting 529 

workpaper.  530 

Q. Do you believe the Account 909 expenses included in the revenue requirement 531 

should be included in rates? 532 

A. Yes.  Based on my review of the Account 909 expenses included in the revenue 533 

requirement, I believe these expenses should be included in rates.  These expenses were 534 

prudently incurred, reasonable in amount, and used in the provision of electric delivery service. 535 
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VI. CONCLUSION 536 

Q. Does this conclude your direct testimony? 537 

A. Yes, it does.538 
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STATEMENT OF QUALIFICATIONS 
THOMAS B. KENNEDY, II 

I am the Director, Community and Public Relations for Ameren Illinois, a position I have 

held since May of 2012.   I earned a Bachelor's Degree in Communications from Illinois State 

University in 1987 before joining Midwest Television as a writer/producer.  The bulk of my 

career has been spent in economic development, first as the Vice President of Marketing for the 

Peoria Area Economic Development Council, and most recently as the Vice President of 

Marketing for the Illinois Manufacturing Extension Center, a public/private organization based at 

Bradley University.  In these capacities I was responsible for external communications, media 

relations, government relations, and strategic alliances. 

 In my current position at Ameren Illinois, I manage a team of strategic communicators 

how work together to educate customers and stakeholders about key company initiatives, build 

public awareness about safe energy practices, promote opportunities for customers to manage 

energy use and save money, and positively impact the communities we serve. 
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