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AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 
 

DGK 3.01: The Company’s response to FD 6.01 included a reference to acquisition of 
right-of-way already owned by the Company.  For each proposed route, 
please list each right-of-way owned by the Company that would be used; 
including the book value of each right-of-way and the basis for determining 
the book value of each right-of-way. 

  
Response: FD 6.01 sought information related to the bases for the 90/10 ownership 

split between Ameren Transco and AmerenIP, and the response, in part, 
addressed currently owned right of way. Nonetheless AmerenIP is not 
anticipating to utilize any right-of-way it owns prior to the acquisition of 
right-of-way specific to this Project. Any new easements acquired by the 
Company for this Project have not yet been assigned a book value.  
These new easements will not enter rate base until the entire Project is 
complete. . 

 
 
 
 

Prepared By: Roger Nelson 
Title: Real Estate Supervisor 

Phone:  (309) 693-4824 
Date: August 8, 2007 

 
 

Prepared By: Darrell Hughes 
Title: Investor Services Supervisor 

Phone: (314) 706-7462 
Date: August 8, 2007 

 



AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 
 

DGK 3.02: For each proposed route, please provide a map highlighting all portions of 
each route for which the Company does not have a right-of-way. 

  
Response: Petitioners anticipate acquiring right-of-way along the entirety of both 

primary routes (LaSalle-Wedron Line and Ottawa-Wedron Line) and will 
not utilize any right-of-way owned by the Company prior to this Project. 
Therefore the primary (green) routes submitted in the Petition illustrate 
the highlighted portion of each route and, consequently, the routes where 
no right of way has been obtained. 

 
 
 
 

Prepared By: Roger Nelson 
Title: Real Estate Supervisor 

Phone: (309) 693-4824 
Date: August 7, 2007 

 



AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 
 

FD 2.04: Please provide all schedules and work papers used to determine the 
impact financing 90% of the Project during the construction phase 
would have on AITC’s financial measures and, if applicable, credit 
ratings. 

  
  
Response: None have been prepared.  

  

Supplemental 
Response: 

No schedules and workpapers have been prepared as Ameren 
Transco has no publicly issued debt and therefore no public 
investors.  The impact of Ameren Transco’s financing any portion of 
the Project is consolidated as part of Ameren Corporation’s total 
balance sheet, income, and cash flow statements.  Whether Ameren 
Transco finances 0%, 90%, or 100%, Ameren Transco or Ameren 
Corporation are indifferent. Debt from any operating subsidiaries is 
consolidated at the Ameren Corporation corporate level.  The 
presence or absence of Ameren Transco has no financial impact on 
the financial measures of Ameren Corporation and hence no 
difference to its credit ratings.  Ameren Transco’s financing of 90% of 
the Project alleviates the financial pressure on AmerenIP, where 
ratings improvement is sought. 

 
 
 
 
 
 
 

Prepared By: Darrell E. Hughes 
Title: Principal – Infrastructure 

Finance 
Phone: (314) 554-4171 

Date: September 24, 2007 
 



AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 
 

FD 3.01: Please explain how AmerenIP concluded it could fund only 10% of the 
Project (as defined in paragraph 5 of the Applicants’ 06-0706 Petition).  
Additionally, please identify any other percentages that were considered 
by AmerenIP and rejected in favor of 10%. That is, please specify 
whether AmerenIP considered the extent it could afford to finance more 
than 10% of the Project. Include supporting documentation in the 
response. 

  
Response: Based on AmerenIP’s SEC 10K filings, there was $1180 MM of total debt 

on the balance sheet at year-end 2005.  The debt obligations of both 
Prairie State & LaSalle Ottawa would add $100 MM + of long term debt 
plus accumulated interest to the balance sheet.  With AmerenIP financing 
10 % of these projects (approximately $ 10 MM + accumulated interest), 
there would be an approximate 1 % rise in total debt and hence a minor 
impact on financial ratios used by the rating agencies.  The only other % 
that was considered was zero.  

 
 
 
 

Prepared By: Darrell E. Hughes 
Title: Principal – Infrastructure 

Finance 
Phone: (314) 554-4171 

Date: February 22, 2007 
 



AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 
 
FD 4.01: Please provide the rationale behind AmerenIP financing 10% of the 

Project (as defined in paragraph 5 of the Applicants’ 06-0706 Petition) 
including, but not limited to, a detailed explanation of the advantages and 
disadvantages to AmerenIP financing 10% of the Project.  Additionally, 
assuming that Ameren Transco is financially capable of financing 100% 
of the Project, are there any reasons that Ameren Transco should not 
finance 100% of the proposed Project?  Include supporting 
documentation in the response. 

  
Response: The rationale for AmerenIP financing 10% of the Project is set forth in the 

testimony of Mr. Hughes (AmerenIP Exhibit 6.0, pp. 3-8.)  Even if Ameren 
Transco is financially capable of financing 100% of the Project, 
Petitioners' proposal to have AmerenIP finance 10% of the Project is 
nevertheless appropriate in light of the terms of the Joint Operating 
Agreement, AmerenIP's financial condition and legal considerations.  In 
particular, Petitioners have determined that a joint financing, construction 
and ownership arrangement presents the best combination of financial 
and technical resources for constructing the Project.  The 10% level of 
financing by AmerenIP represents the maximum financing level by 
AmerenIP consistent with this determination and AmerenIP's financial 
health.  No other supporting documentation is available.  

 
 
 
 

Prepared By: Darrell E. Hughes 
Title: Supervisor – Valuation 

Phone: (314) 554-4171 
Date: May 7, 2007 
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AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 
FD 5.01: Please provide the following financial ratios (as defined in “Moody’s 

Rating Methodology: Global Regulated Electric Utilities,” March 2005) for 
Illinois Power Company (“AmerenIP”) and Ameren Illinois Transmission 
Company (“Ameren Transco”) individually, on an annual basis, for years 
2007 through 2010, assuming each entity finances 100% of the Project 
(as defined in paragraph 5 of the Applicants’ 06-0706 Petition: 

A. Retained Cashflow (i.e. FFO less dividends) / Adjusted gross debt; 
B. Funds from operations (“FFO”) / Adjusted gross debt; 
C. FFO / Interest; 
D. Adjusted gross debt / Capitalization; 
E. EBITDA / Revenues; and 
F. Retained Cashflow / Capex. 

Please include supporting documentation in the response and include a 
description of all assumptions relied upon in forecasting and calculating 
the projected financial ratios for AmerenIP and Ameren Transco. 

  
Response: Objection. No such analysis has been performed, and a party is not 

obligated to prepare the work product for another, as such is not the 
proper subject of discovery. Without waiving objection AmerenIP 
provides the related information: based on AmerenIP’s SEC 10K filings, 
there was $1033 MM of total debt on the balance sheet at year-end 2006.  
The debt obligations of both Prairie State and LaSalle Ottawa would add 
$100 MM + of long term debt to the balance sheet.  With AmerenIP 
financing 100% of these projects, there would be an approximate 10% 
rise in total debt.  FERC stipulated interest is approximately 7.75% 
annually.  So in approximate terms, the impact of increased interest 
expense on net income after tax (assuming 40% tax rate) would be to 
decrease net income by $7.75 * (1- 0.40) or $4.7 MM annually.  There 
would be no changes to depreciation (since the asset is being 
constructed over several years).  Therefore the following observations 
can be made with respect to the above ratios at AmerenIP: 

A. Negative impact on Retained Cash flow to Gross Debt.  Retained 
cash flow will decrease about $5 MM while the debt increases by 
$100 + MM.  Without needing a detailed analysis to illustrate this 
point, the effect is clearly to lower this ratio. 
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B. Negative impact on Funds from operations to Adjusted Gross 
debt.  Again, the same items affect this ratio.  Funds from 
operations will decrease while the debt increases.  The ratio will 
be lowered. 

C. Negative impact on FFO/Interest.  Here again FFO is decreasing 
while the interest expense is rising.  The net effect is to lower this 
ratio. 

D. Negative impact on gross debt/Capitalization.  The net effect is to 
add $100 MM of additional debt as part of the total capitalization of 
IP.  This will negatively impact this ratio. 

E. Negligible change to EBITDA/Revenues.  During construction, 
there is no increase in revenue to offset growing interest expenses 
and increasing debt.  Therefore this ratio will remain approximately 
the same. 

F. Negative impact on Retained Cash flow/ Capex.  Here retained 
cash flow is decreasing while capex is increasing.  Again, the net 
effect is to lower the ratio. 

The point of the above comparisons is to illustrate AmerenIP should  
avoid negative impacts on  its financial ratios where possible.  Five 
out of six of the above ratios will be harmed unless AmerenIP is 
allowed to use AITC to mitigate the effects of the above.  AmerenIP 
must seek ways to support its improving credit position, and AITC will 
help minimize the negative impact on AmerenIP’s financial ratios 
otherwise to this Project. 

  
Updated 
Response: 

Financial ratios for Ameren Transco were not considered or developed, 
and therefore have not been analyzed. However, it is possible to state 
the relative effects of having AmerenIP finance 100% of the Project, and 
these have been provided above.  Detailed quantitative calculations were 
not prepared and, consequently, not provided.  

 
 
 

Prepared By: Darrell E. Hughes 
Title: Principal – Infrastructure 

Finance 
Phone: (314) 554-4171 

Date: September 24, 2007 
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AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 
FD 6.01: Company response to ICC Staff data request FD 4.01 states, “[e]ven if 

Ameren Transco is financially capable of financing 100% of the Project, 
Petitioners’ proposal to have AmerenIP finance 10% of the Project is 
nevertheless appropriate in light of the terms of the Joint Operating 
Agreement, AmerenIP’s financial condition and legal considerations.”   
Please provide a detailed description of all legal considerations to which 
the Company refers in that statement.  Please note that Staff is not 
seeking a legal opinion, per se; however, please describe a recitation of 
any laws and regulations that influenced the decision to have AmerenIP 
finance 10% of the Project. 

  
Response: AmerenIP objects to this request on the grounds that it seeks information 

protected by the Attorney Client Privilege or the Attorney Work Product 
doctrine.  AmerenIP further objects to this request on the grounds that it 
is overly broad in seeking "all legal considerations" and "a recitation of 
any laws and regulations that influenced the decision," as a wide array of 
laws and regulations could be considered to have influenced the 
decision.  Subject to and without waiving these objections, AmerenIP 
responds as follows: the legal considerations for AmerenIP maintaining 
an interest related to a concern about acquisition of right-of-way already 
owned by AmerenIP and resolving condemnation issues surrounding 
existing rights of way and/or existing structures already owned by 
AmerenIP. The specific ownership percentage is not germane to these 
legal considerations.     

 
 
 
 

 



AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 
FD 6.03: Please provide the information requested in subparts (a) through (e) regarding the 

Company’s statement (provided below) that was provided in response to ICC Staff 
data request FD 5.01: 

…based on AmerenIP’s SEC 10K filings, there was $1033 MM of total 
debt on the balance sheet at year-end 2006.  The debt obligations of 
both Prairie State and LaSalle Ottawa would add $100 MM + of long 
term debt to the balance sheet.  With AmerenIP financing 100% of 
these projects, there would be an approximate 10% rise in total debt.  
FERC stipulated interest is approximately 8.25% annually.  So in 
approximate terms, the impact of increased interest expense on net 
income after tax (assuming 40% tax rate) would be to decrease net 
income by $8.25 * (1-0.40) or $5 MM annually. 

(a) Please provide an itemized list of all indebtedness included in the $1033 MM 
debt figure the Company references above; 

(b) Please provide the interest rate for each type of indebtedness that is included 
in the Company’s $1033 MM debt figure.  Please include supporting 
documentation in the response; 

(c) To arrive at the $100 MM of new indebtedness referenced above, did the 
Company assume that AmerenIP would finance 100% of the Prairie State 
project? 

(d) Please provide the basis for the Company’s assertion that FERC stipulated 
interest is approximately 8.25% annually. 

What is the basis for assuming the 8.25% FERC interest rate would apply to the 
proposed construction LaSalle Ottawa project? 

   
Response: (a) The indebtedness included in the $1033 MM debt figure can be taken from 

the balance sheet for AmerenIP from the 10K filed for year-end 2006 and 
Footnote 6, attached and identified as FD 6.03 Attach.  From the balance 
sheet, the total Ameren IP debt includes: 
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Current maturities of long-term 
debt to IP SPT 

 $51 MM 
 

Short-term debt $75 MM 

Borrowings from money pool $43 MM 

Long-term Debt, Net $772 MM 

Long-term debt to IP SPT $92 MM 

TOTAL $1033 MM  
 (b) The interest rates for each type of indebtedness included in the list above is 

also detailed as part of Ameren Corporation’s 10K.  This is explained under 
Note 6 to the financial statements.  For referenced, see FD 6.03 Attach.  

(c) Yes, the $100 MM of new indebtedness did assume that AmerenIP would 
finance 100% of the Prairie State project.  It could also include other 
transmission projects that are currently under discussion with AmerenIP, but 
have not been finalized.  The exact amount of indebtedness will vary, but this 
is good estimate to use for analysis purposes.  

(d) The 8.25% interest rate is the current monthly prime interest rate as compiled 
and summarized by the federal reserve website below: 

      http://research.stlouisfed.org/fred2/data/MPRIME.txt

This interest rate is mandated for FERC projects that involve customer advances 
where some repayment is necessary.  Although LaSalle Ottawa is not funded by 
customer advances, the FERC interest rate is a conservative estimate of the 
interest rate that would accrue.  

 
 
 

Prepared By: Darrell E. Hughes 
Title: Principal – Infrastructure 

Finance 
Phone: (314) 554-4171 

Date: July 2, 2007 
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AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 
FD 7.01: The data requests in subparts a. through f. refer to the following 

statement included in AmerenIP Exhibit 12.0, lines 155-159: [Ameren 
Transco’s] funding will be provided by project sponsors (like Prairie 
State), or under Ameren’s non-state-regulated subsidiary money pool 
and/or other sources of financing available to Ameren Corporation as 
described in Notes 5 and 6 to the financial statement contained in 
Ameren’s 2006 10K. 

a. Please identify all sponsors for the Project (as defined in 
paragraph 5 of the Applicants’ 06-0706 Petition) and specify the 
dollar amount that each sponsor will be funding for the Project.  
Additionally, please specify the rationale behind using project 
sponsors to fund the proposed Project. 

b. Please describe all sources of financing available to Ameren 
Corporation for funding the Project (beyond the non-state-
regulated money pool). 

c. Please provide financial projections for Ameren Corporation, 
including but not limited to the following items: (1) projected 
statement of cash flows; (2) a detailed description of all 
assumptions used to derive those projections; and (3) a detailed 
description of all assumptions regarding dividends payments 
received by Ameren Corporation by each of its subsidiaries. 

d. When will Ameren Transco seek Commission authority to borrow 
from Ameren Corporation’s non-state-regulated subsidiary 
money pool?  

e. Please provide a final copy of Ameren Corporation’s non-state-
regulated money pool agreement. 

f. Explain why Ameren Corporation is willing and able to fund the 
Project for Ameren Transco, but not AmerenIP. 

  
Response: a. Exhibit 12.0 lines 155-159 make reference to Ameren Transco 

projects that are being constructed as the result of a transmission 
interconnection request.  In the case of a project like Prairie 
State, advances are provided by the sponsor (it is an 
independent power producer).  For purposes of constructing the 
LaSalle Ottawa Project, no sponsors are available.  This Project 
is being constructed to meet reliability requirements for the 
Company. 

Page 1 of 2 



b. Ameren Corporation has access to short-term funds via 
borrowings under its $1.15B credit facility, long-term debt via the 
capital markets subject to market conditions and equity capital 
through new equity issuance under its dividend reinvestment and 
401(k) programs.  These sources of funds may be used to fund 
loans to Ameren Transco. 

c. See attached financial information identified as FD 7.01 Attach A. 
d. It will not.  Subsequent to the approval of ICC Docket No. 06-

0179 (Prairie State), AITC has been approved as a utility in the 
state of Illinois.  As such, AITC will seek Commission authority to 
borrow from Ameren Corporation’s regulated money pool.  The 
Company would seek commission authority pending approval of 
Case 06-0706. 

e. See attached money pool agreement identified as FD 7.01 Attach 
B.  

f. As indicated in my testimony, we cannot conclude that financing 
the project at AmerenIP would not result in adverse financial 
consequences for the Company.  

 
 
 
 

Prepared By: Darrell E. Hughes 
Title: Principal – Infrastructure 

Finance 
Phone: (314) 554-4171 

Date: August 21, 2007 
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AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 

FD 8.01 AmerenIP Exhibit 19.0, lines 30 -34, states, “…Ms. Phipps’ analysis 
acknowledges an important fact that I have argued in this proceeding, 
that is, the financing of the Project will result in some deterioration of key 
financial measures important in the rating agencies’ analysis of the 
creditworthiness of AmerenIP and the assignment of its credit ratings.”      

 
Does the Company agree that paying dividends to Ameren Corporation 
would result in some deterioration of key financial measures important in 
the rating agencies’ analysis of the creditworthiness of AmerenIP and the 
assignment of its credit ratings?  Specifically, please describe the impact 
that AmerenIP paying dividends to Ameren Corporation would have on 
the financial metrics discussed in AmerenIP Exhibit 12.1. 

  
Response: As described in AmerenIP Exhibit 12.1, dividends are included in two of 

the six measures, namely Retained Cashflow to Adjusted gross debt and 
Retained Cashflow to Capex.  Since AmerenIP has not paid dividends in 
2006 and not for the first and second quarters of 2007, it is difficult to 
argue that dividends have anything to do with AmerenIP’s current “junk 
bond” ratings.  Dividends cannot go lower than zero. 

Going forward, if and when AmerenIP can pay dividends, the effect on 
these two ratios is negative.  However, three points need to be made 
here.  First, AITC helps five of the six measures versus two of the 
measures being affected by dividends.  This includes FFO/ Adjusted 
gross debt, FFO/Interest, Adjusted gross debt/Capitalization, plus the two 
measures from above: Retained Cashflow/Adjusted gross debt and 
Retained Cashflow / Capex...  If AmerenIP finances 100% of this Project 
as Staff has suggested, all five measures above are harmed.  Smaller 
dividends can only mitigate two of the five measures (Retained 
Cashflow/Adjusted gross debt and Retained Cashflow / Capex).  What’s 
going to help the others?  Second, financing 100% of this Project at 
AmerenIP does not increase cash flow-- it decreases cash flow. Again, 
until the Project goes in service, there is no incremental revenue to help 
offset the effect of the increasing debt. Payment of dividends does not 
have any bearing on this fact.  Third, financing 90% of this Project at 
AITC provides further financial enhancements as    AITC helps five of six 
ratings agency metrics for no cost.  AITC does not add to the cost of the 
Project and will not impact any customer at AmerenIP.  

 



 
 

Prepared By: Darrell E. Hughes 
Title: Principal, Infrastructure Finance

Phone: (314) 554-4171 
Date: September 24, 2007 

 



AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 

FD 8.02 AmerenIP Exhibit 19.0, lines 73 – 74 states, “[i]f AmerenIP is unable to 
pay dividends, its ability, and thus Ameren Corporation’s ability, to obtain 
equity capital will be harmed.”     
 
a. Please explain how AmerenIP’s ability to obtain equity capital will 

be harmed by its inability to pay dividends to Ameren Corporation. 
 

b. At any time since January 1, 2007, has AmerenIP declared or paid 
any preferred dividends to Ameren Corporation?  If the response 
is affirmative, please provide the declaration date for those 
dividends and specify the dollar amount of preferred dividends for 
each instance in which AmerenIP declared or paid preferred 
dividends to Ameren Corporation during 2007.  Additionally, 
please supplement this response every time AmerenIP declares or 
pays preferred dividends to Ameren Corporation through and 
including December 31, 2007. 
 

c. At any time since January 1, 2007, has AmerenIP declared or paid 
any common dividends to Ameren Corporation?  If the response is 
affirmative, please provide the declaration date for those dividends 
and specify the dollar amount of common dividends for each 
instance in which AmerenIP declared or paid common dividends to 
Ameren Corporation during 2007.  Additionally, please supplement 
this response every time AmerenIP declares or pays common 
dividends to Ameren Corporation through and including December 
31, 2007. 

 
  
Response: a.  All investors look to options that will earn some return.  Ameren 

Corporation has the ability to attract and raise capital from the sale 
of common stock.    Investors look to stocks that pay dividends, and 
these dividends are supported from the on-going operations of its 
various subsidiaries.  Ameren Corporation issued $1.3 billion of 
common stock for the purposes of acquiring and recapitalizing 
AmerenIP, thus returning it to financial health.  As is the case with all 
of Ameren’s common equity, there is a reasonable expectation that 
there would be some return generated due to this capital.  It is 
certainly not unreasonable for the investment for which this capital 



was raised should be the source for such return (dividend).  
AmerenIP has suspended dividends to Ameren Corporation for the 
last six quarters. It is not prudent for Ameren Corporation to inject 
additional equity into a subsidiary if it cannot support dividends.   

b.  Ameren Corporation holds a portion of the preferred stock of 
AmerenIP.  Ameren Corporation has received three quarterly 
payments totaling $1.31 million since January 1st, 2007.   

c.    At no time since January 1, 2007 has AmerenIP declared or paid any 
common dividends to Ameren Corporation. 

 
 

 
 

Prepared By: Darrell E. Hughes 
Title: Principal, Infrastructure Finance

Phone: (314) 554-4171 
Date: September 24, 2007 

 



AmerenIP’s and Ameren Illinois Transmission Company’s  
Response to 

Illinois Commerce Commission Data Requests 
ICC Docket No. 06-0706 

Petition for Certificate of Public Convenience and Necessity 
 
 

FD 8.03 AmerenIP Exhibit 19.0, lines 91 – 101, states: 
 
AITC would fund the Project through the following mechanism… AITC 
would first seek approval to acquire inter-company loans from Ameren 
Corporation…to the extent that AmerenIP, AmerenCIPS or 
AmerenCILCO have surplus funds and can lend money to the regulated 
money pool, AITC may seek to acquire short-term loans from this source.  
There is no impact to AITC or its customers from this funding 
arrangement.   There is no difference to Ameren Corporation’s ratings 
due to this Project whether it’s done at AITC or AmerenIP. 

 
a. Are dividend payments from AmerenIP a source of funds available 

to Ameren Corporation for funding the Project through AITC?   
 

b. Are the funding sources available to Ameren Corporation sufficient 
for loaning AITC the funds necessary to finance 100% of the 
Project?  If the response is negative, please provide the basis for 
the response. 
 

c. In light of the Company’s argument that there will be no effect on 
Ameren Corporation’s ratings due to this Project whether it’s done 
by AITC or AmerenIP, please explain why the Company’s 
financing proposal requires AmerenIP to fund 10% of the Project.  
 

d. In light of the Company’s argument that any amount of new 
indebtedness would weaken AmerenIP’s financial metrics, please 
explain why the Company’s financing proposal requires AmerenIP 
to fund 10% of the Project. 
 

e. Please explain the benefits to AmerenIP’s customers of AmerenIP 
funding 10% of the project as opposed to funding 0% or 100% of 
the Project. 
 

f. Please reconcile the Company’s proposal for AmerenIP lending 
AITC funds to invest in the Project through the regulated money 
pool with Mr. Hughes’ testimony that funding any percentage of 
the Project above 10% would “adversely affect” AmerenIP’s 
financial metrics and limit its potential for a stronger credit rating 
(see AmerenIP Exhibit 19.0, lines 44-49).   



 
g. Please describe the impact the indirect financing arrangement, 

described in f. above, would have on AmerenIP’s customers. 
 

h. Please define the term “surplus funds” as it is used in AmerenIP 
Exhibit 19.0, line 97.  Is it the Company’s position that an Ameren 
Illinois utility could have surplus funds available to lend to the utility 
money pool at the same time it has short-term debt outstanding?   
 

i. If AmerenIP has no short-term debt outstanding, does it agree that 
any surplus funds it had available to contribute to the utility money 
pool instead could be invested in the Project without deterioration 
of key financial measures important in the rating agencies’ 
analysis of the creditworthiness of AmerenIP?    

 
  
Response: a.      No, dividend payments from AmerenIP are a source of funds that 

support common stock dividend payments to Ameren 
Corporation’s investors.   

b.      Yes, the funding sources at Ameren Corporation are sufficient to 
fund the Project at AITC.  The most updated information regarding 
these is detailed in Ameren’s second quarter 10Q.   

c.     AmerenIP believes that it should have an ownership role in the 
development of a new transmission line in its service territory.  
Further, participation by AmerenIP makes the Project more 
understandable to AmerenIP’s customers and ensures that 
AmerenIP will be involved at all stages of the process: design, 
certification, land rights acquisition (including any necessary 
eminent domain proceedings) and construction.  AmerenIP 
balanced this desire to be involved with the concerns related to 
credit ratings and determined that a 10% level of participation 
would be appropriate. 

d.        See response to Item c. 

e.        See response to item d. 

f.       The Company never stated that AmerenIP would borrow to fund 
loans to AITC through the money pool.  AmerenIP would only lend 
funds into the money pool for this purpose if it has surplus cash 
available to do so. Financing 100% of the project at AmerenIP 
adds debt to the balance sheet; excess cash at AmerenIP adds to 
an asset. It’s the increasing debt obligation in the absence of 
supporting cash flow that is detrimental to AmerenIP’s ratings.  

g.      To the extent that AmerenIP has excess funds to lend, it would be 



paid interest on such borrowings.  This interest income would 
represent incremental cash flow which, albeit potentially minor in 
amount, would nonetheless be beneficial to AmerenIP and could 
be used to fund current or future operating needs.   

h.     Surplus funds represent cash balances on hand.  Although it is 
possible that AmerenIP could have both surplus cash balances 
and short-term debt outstanding at the same time, this is usually 
the result of pending loan maturities, or maintaining cash balances 
in anticipation of a near-term funding requirement/expenditure.  
The temporary use of this cash, pending such use, is more 
efficient from a cash management standpoint.  However, 
AmerenIP would not borrow in order to increase surplus cash in 
order to fund loans through the money pool to AITC.  

i.      No. AmerenIP can recoup loans it has made to the utility money 
pool on a demand basis – i.e., it can require the repayment of 
those loans if and when those funds are needed for its own 
funding requirements.  If such funds were instead invested in the 
Project they would not be available when otherwise needed and 
the Company would have to incur incremental debt to meet its 
funding needs.   
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