ICC Staff Ex 5.0
Redacted

Ameren DRs to Dr. Kennedy
Responses

4. With regard to your testimony at lines 346-348 of ICC Staff Exhibit 4.0,
please identify and describe those experiences with holding companies
that caused the concerns you mention. Please provide all supporting
documentation.

Response:

Of particular concern has been the Purchased Gas (“PGA”) Reconciliation 01-
0707 involving Peoples Gas Light and Coke (“PGL”). An unregulated gas
marketing affiliate was a major issue in this case. In the Peoples docket the
Commission found, “As set forth in the section “enovate”, the record evidence
establishes that in several instances, PGL'’s affiliates used enovate to artificially
inflate costs borne by consumers in a manner that unfairly conferred profits on
Enron and PGL affiliates.” (Final Order, 01-0707 p.19) That docket took an
extraordinary amount of Staff resources over four years of time and resulted in a
settlement payment of $100 million dollars (for 01-0707 and the companion North

Shore PGA docket 01-0706).

Central lllinois Light Company, in its PGA docket 02-0217, was found by Staff to
have purchased a quantity of gas **Begin Confidential*** X X X X X X X X X X

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX XXX XXX
XXXXXXXX XXX XXX *** End Confidential***. CILCO agreed to make a

$1,056,000 adjustment based upon that transaction in that PGA docket.



lllinois American Water Company, in docket 02-0517, applied for approval of an
affiliated interest contract between lllinois American Water Company and
American Water Resources. The Commission rejected the Company’s request
on reopening. In its order, it noted Staff's position,
In Staff’s view, the proposed affiliate transaction is another example of
utility personnel and facilities being exploited by the holding company
structure that is prevalent across all utility industries. Such Affiliate

transactions, Staff avers, can not credibly be argued as arms length
transactions because of the affiliate relationship between them. (Order on

Reopening p. 7)

There are also a number of cases now pending involving affiliate transactions.
An issue in the Ameren rate cases 06-0070, 06-0071 and 06-0072, now being

reheard, involves Commission disallowance of Administrative and General Cost

allocated from Ameren Services to the utilities.



