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- Missouri's regulatory environment is improving but still below average 
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- Future financial performance is dependent on pending rate case 

Corporate Profile 

Union Electric Company (dfb/a Ameren Missouri, Baa1 stable) is a vertically integrated utility with a regulated 
electric generation, transmission and distribution system and a regulated natural gas transmission and distribution 
system in Missouri, with a service territory in and around the city of St. Louis. Ameren Missouri is the largest 
subsidiary of Ameren Corporation (Ameren), an energy holding company with regulated utility operations in 
Missouri and Illinois. Ameren Missouri serves 1.2 million electric and 127,000 gas customers and its electric and 
gas rates are regulated by the Missouri Public Service Commission (MoPSC). 

SUMMARY RATING RATIONALE 

Ameren Missouri's rating reflects a below average but improving regulatory framework in Missouri and improved 
key credit metrics that are now strong for its Baa rating. While the implementation of a fuel adjustment clause and 
cost trackers for pension/OPES, vegetation management and storm costs have helped to reduce some regulatory 
lag, the use of a historical test year in its general rate cases continues to create meaningful regulatory lag in 
investment cost recovery. 

DETAILED RATING CONSIDERATIONS 

- Environmental compliance and investments becoming bigger focus 

We estimate total environmental investments between 2014 and 2018 to range from $325 million to $375 million, 
funded with a mix of equity and debt to maintain an approximate 50% debt to equity ratio going forward. Total 
capital expenditures are expected to be around $3.4 billion through the same time period, compared to $3.5 billion 
from 2010 to 2014. Although the total amount of capital expenditures is about the same, the focus on 
environmental compliance has increased. Capital expenditures include upgrades to the coal-fired Labadie energy 
center and the O'Fallon Renewable Energy Center construction, among other investments. Although a Missouri 
law enacted in 2005 enables the MoPSC to authorize an environmental cost recovery mechanism, Ameren 
Missouri currently does not have any specific recovery mechanism for its environmental investment. Without a 
specific recovery mechanism, we believe Ameren Missouri will have to rely on its general rate cases to recover 
the prudently incurred environmental investment cost. 

Ameren Missouri filed a 20-year integrated resource plan with the MoPSC in Octobar 2014 to transition to a 
cleaner, and more diverse generation portfolio. Ameren Missouri's current generation portfolio consists of 77% 
coal, 19% nuclear and 4% natural gas, renewable and oil-fired generation sources. Its integrated resource plan 
lays out a proposed investment to achieve C02 emissions reductions proposed by EPA by 2035. The plan 
includes $1.9 billion of environmental capex and $1 billion of additional renewables in the generation portfolio 
between 2015 and 2024. In addition, Ameren Missouri proposed $1 billion of new natural gas fired generation 
investment as well as an additional $400 million of renewables and $200 million of environmental controls between 
2025 and 2034. We believe there could be potential additional opportunities for environmental investments based 
on the currently proposed integrated resource. However, while additional investment opportunity could be a credit 
positive, we believe transparent and well-defined cost recovery mechanisms and returns on these investments 
are needed to shorten regulatory lag meaningfully. 

- Missouri's regulatory environment is improving but still below average 

Although the most recent rate case concluded in 2012 pointed to a constructive working relationship between 
Ameren Missouri and the MoPSC, we consider Missouri's regulatory environment to be below average. For 
example, Missouri lacks interim base rate recovery mechanisms, resulting in longer regulatory lag. The weaker 
regulatory environment is further exacerbated by an active intervener base in Missouri. For example, one of 
Ameren Missouri's largest industrial customers, Noranda Aluminum, and 37 residential customers filed a rate shift 
complaint case against Ameren Missouri with the MoPSC in February 2014. The MoPSC has rejected the 
complaint and the rehearing requests, a credit positive. However, the MoPSC stated that a rate shift discussion 
would be more appropriate in the rate proceeding forum, potentially providing Noranda another opportunity to 
continue its complaint in Ameren Missouri's current general rate case. By providing Noranda this opportunity, we 
believe additional contentions have been added to the rate case proceeding, a credit negative. Other examples of 
the MoPSC's limited credit supportiveness include the lack of a forward test year, the inability to include 
construction work in progress (CWIP) in rate base, and no tracker for capital investments. The company's efforts 
to establish a rider for infrastructure replacement investments through legislation failed in May 2013. 



To mitigate Missouri's longer regulatory lag, Ameren Missouri has filed frequent rate cases over the last several 
years. It has made some progress with the implementation of a fuel adjustment clause (FAC) and cost trackers lor 
pension/OPES, vegetation management, and storm costs. It has also benefitted from the Missouri Energy 
Efficiency Investment Act (MEEIA), which facilities the recovery of energy efficiency program costs and projected 
lost revenues as well as incentive rewards based on performance compared to the target. Overall, Ameren 
Missouri has taken action to reduce lag and we believe it will continue to do so given its significant capex plan. 

We view Missouri's regulatory environment to be relatively consistent and predictable, scoring Factor 1 b­
Consistency & Predictability of Regulation in the A range in the Moody's regulated utilities rating methodology grid. 
However, we view Ameren Missouri's ability to recover costs and earn appropriate returns as below average, and 
it scores in the Baa range for both sub-factors under Factor 2 of the methodology grid. On the other hand, Ameren 
Missouri's gas operations enjoy more favorable regulatory treatment but is a relatively small part of its total 
operations. 

- Future financial performance is dependent on pending rate case 

Despite Ameren Missouri's history of filing more frequent rate cases, it has been over two years since it last 
requested a rate increase, a credit negative. On July 3, 2014, Ameren Missouri filed a request to increase its 
electric base rate by $264.1 million based on a 10.4% ROE with a 51.59% common equity layer and a $7.3 billion 
electric rate base at the test year ended March 31, 2014. The company proposed to true up the test year through 
December 31, 2014. According to the utility, the request is associated, in part, with increased costs related to its 
plans for a cleaner and more diverse energy portfolio. On December 5, the Staff of MoPSC filed its 
recommendation in Ameren Missouri's rate case. The Staff recommended a $113.1 million increased based on a 
9.25% ROE with a 52.96% equity component. The MoPSC's decision is expected by May 2015 with new rates 
effective by June 2015, reflecting a lag similar to its most recent rate case in 2012. 

Liquidity 

Ameren Missouri maintains an adequate liquidity profile. The utility maintains a joint $1.0 billion bank credit facility 
with the parent that matures in November 2017, under which it has a borrowing sublimit of $800 million. Under the 
terms of the credit facility, Ameren and Ameren Missouri must each maintain a total debt to capitalization ratio of no 
greater than 65%. As of September 30, 2014, both companies were in compliance with this covenant with debt to 
capitalization ratios of 49% and 48%, respectively. There is no material adverse change clause for new 
borrowings under the facility. 

Ameren Missouri had no short-term borrowings under the facility as of September 30, 2014, with the lull amount 
available under its $800 million borrowing sublimit. As of the same period, Ameren Missouri had $65 million of 
commercial paper outstanding. Ameren Missouri has two long-term debt maturing in 2015 and 2016, $120 million in 
2015 and $266 million in 2016. On September 30, 2014, Ameren Missouri had $1 million of cash on hand. 

Rating Outlook 

The stable outlook reflects Ameren Missouri's strong financial and credit profile, slightly offset by the below­
average regulatory environment in Missouri. While the regulatory framework in Missouri has been improving, 
Ameren Missouri's ability to recover costs and to earn appropriate returns continues to be below average. 

What Could Change the Rating -Up 

Ameren Missouri could be upgraded if its credit and financial profile are not negatively impacted by the outcome of 
its pending 2015 rate case. Also, if the regulatory environment in Missouri improves on a sustained period, an 
upgrade would be possible. Also, if Ameren Missouri is able to maintain strong key credit metrics, such as CFO 
pre-working capital to debt ratio above 23% on a sustained basis, an upgrade is a possibility. 

What Could Change the Rating- Down 

A downgrade could be considered if there are any adverse regulatory developments or unsupportive rate case 
outcomes or a decline in cash flow coverage measures, including CFO pre-working capital to debt falling below 
19% on a sustained basis. 

Rating Factors 



Union Electric Company 

Regulated Electric and Gas Utilities Industry Current LTM [3]Moody's 12-18 Month 
Grid [1][2] 9/30/2014 Forward ViewAs of 1212014 

Factor 1 : Regulatory Framework (25%) Measure Score Measure Score 
a) Legislative and Judicial Underpinnings of A A A A 
the Regulatory Framework 
b) Consistency and Predictability of Baa Baa Baa Baa 
Regulation 
Factor 2 : Ability to Recover Costs and Earn 
Returns (25%) I 
a) Timeliness of Recovery of Operating and Baa Baa Baa Baa 
Capital Costs 
b) Sufficiency of Rates and Returns Baa Baa Baa Baa 
Factor 3 : Diversification (10%) 

a) Market Position Baa Baa Baa Baa 
b) Generation and Fuel Diversity Ba Ba Ba Ba 
Factor 4: Financial Strength (40%) 
a) CFO pre-WC + Interest /Interest (3 Year 5.0x A 4.9x- 5.2x A I 
Avg) 
b) CFO pre-WC I Debt (3 Year Avg) 22.5% A 22%-25% A 
c) CFO pre-WC- Dividends I Debt (3 Year 12.9% Baa 13%- 16% Baa 
Avg) 
d) Debt/ Capitalization (3 Year Avg) 41.1% A 39%-42% A 
Rating: 
Grid-Indicated Rating Before Notching Baa1 Baa1 
Adjustment 
HoldCo Structural Subordination Notching 0 0 0 0 
a) Indicated Rating from Grid Baa1 Baa1 
b) Actual Rating Assigned Baa1 Baa1 

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non­
Financial Corporations. [2] As of 9/30/2014(L); Source: Moody's Financial Metrics [3] This represents Moody's 
forward view; not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions 
and divestitures. 

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, 
please see the ratings tab on the issuer/entity page on http://www.moodys.com for the most updated credit rating 
action information and rating history. 
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