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Ryan Kind, of lawful age and being first duly sworn, deposes and states

1

	

My name is Ryan Kind I am a Chief Utility Economist for the Office of the Public
Counsel

2

	

Attached hereto and made a part hereof for all purposes is my direct testimony

3

	

1 hereby swear and affirm that my statements contained in the attached affidavit are
true and correct to the best of my knowledge and belief

JERENE A BUCIQNW
My Canesslai EON

wAuat to, 2309
Cole

ComrtWon #0615"

My commission expires August 10, 2009

Subscribed and sworn to me this 4` h day of September 2008

i

Jerte A Buckman
Notary Public
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OF

RYAN KIM)

UNION ELECTRIC C'OMPANI

CASE NO ER-2008-11318

Q

	

PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS

Rtan Kind Chef Eneigs I conomt,r, 0fF1Le of the Puhhc ( ounscl P (1 1308

Jetterson Cut Missouri 6510?

Q

	

PLEASE SUMMARIZE YOUR EDUCATIONAL AND EMPLOYMENT BACKGROUND

I hate n 111,B1\ in rconorIL" and a %l t\ III I'conomic, lions the IJmtersm of

' issoun-Columbia 1UMCI Whsle I v ,1 a graduate ,indent at t_'MC I ttas en'nlosed a,

a Icachto AcsI5lmn ttnh the Department (It I cnnnmtes and taught cla,>es In

lntroducton Leononncs and Mon nd Banking, m which I served a, a I ab ht,tructor

for Dissuasion Sections

Ms' preslon, ttork etperiet ce include, suvetal ,ears of employment truth the A1t,souu

lha •lonot Iran,ponanona .aFlnanctal \nalt't Alttesponstblhne, .utheDnl"Ion 0 1

I rancpottauon included prcparntg nansponauon rate propos, is anti lesunton} 101 r,ac

case, msOistug various segments of the trucking Indnsur I have been emplo3 ed a, ,m

c t ouom)cl at the (3111ca of the PubII- ( ownel I Puhiic C oumcl or 01 1C) duct 1991

Q

	

HAVE YOU TESTIFIED PREVIOUSLY BEFORE THIS COMMISSION'



,

10

12

14

Ia

to

is

1')

-„

23

O irect Testimony of
Ryan Kind

Yes prior to this case I submitted trmen teumony In numerous go, rate eases seeiai

electric rat, design case and rate cases as tall as I ther mi,cellancou , gas tsatcr

elecitu, and telephone Case,

Q HAVE YOU PROVIDED COMMENTS OR TESTIMONY TO OTHER REGULATORY OR

LEGISLATIVE BODIES ON THE SUBJECT OF ELECTRIC UTILITY REGULATION AND

RESTRUCTURING?

Yes I hase pi onded Lommeniv and tetnnony to the I ederal fnergs RCFulaIon

Commission (I I RCI tine Nhs,oun House of Representatives lluhty Reeui ua nt

C onnmntee, the ;vIis,ouri Senate s Commerce & En viionment Committee and the

bhssourt I egIslature's lot in Interim Committee on IelecotmnUnr,ation,and I-neigy

Q HAVE YOU BEEN A MEMBER OF, OR PARTICIPANT IN, ANY WORK GROUPS

COMMITTEES, OR OTHER GROUPS THAT HAVE ADRESSED ELECTRIC UTILITY

REGULATION AND RESTRUCTURING ISSUES?

1 e, I tas a member of the hlissowI Puhhc Sec site Commission s (the Commission sl

Snand,d ( ost Working Group and paru,ipated estencisely in lie Conmirssirnt ; Mfat6ct

Structure Work Group I ant cunends a member of the Sh„oun Department ,t Natural

Resources Weathenzatiora Pohcs Ads icon • Committee the National Association of State

Consumer A lsocates tNASUCA) f lecnu Committee and fit,, standards Autho(1ratton

C mnmmee o(the North American I lerlnc Reliability C ouncd iNt 1W) l have served a-

the small •ustomer reptesentause ()it the NERC Operating Committee and as the pub h,

consumer group representatise to the Stldtest ISO's (hiiSO,) Advisory Comm10e,

Dur me the early I0r>t)s I served is a ',fall l iatson Iii the Vneigy and I ransport ition 1 1,1,

T owe of the President s Council on Sustautable DeselopmenI
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a. INVI RODUCTION

a

	

PLEASE IDENTIFY THE MAJOR ISSUES THAT YOU WILL BE ADDRESSING IN YOUR

TESTIMONY .

the major issue; that aic addre,sed in tht, te,umony include

•

	

Off-,',stem sale, mat gins for the current period (test y ear and true-up pc rod ),

•

	

Ratema II ,peculauvc trading tic Its itie5

•

	

An adiustrnent to hold customer, harmless from the faint Soulk disaster that xv,

not tzllectcd in the rats iesuhine tram Ca,e No FR-2007-0002 and

•

	

t I S ropiest jot the ( ton in issioti to approse a Fuel Adlustinent Clause (I A(')

It, OFF-SV'SlTM SALES MARCINS

0

	

WHAT IS PUBLIC COUNSEL'S RECOMMENDATION FOR THE RATEMAKNG TREATMENT

OF OFF-SYSTEM SALES MARGINS IN THIS CASE?

public C noose! , recomnrendmions related to att-s stem sales consist of the tallow me

• The amount of oti-system sales (USS) mare ins that should be Included in I,t s

re'emte requirement should be (it '- updated budget estimate of calendar \ Cal

2008 off-srsiem ,ale , miruri,, l Its ligurc 1s "

I- • I he amount of otf-ststeini ,ales margins that the t -ommu,a i decide, to include

IS in lit , revenue requnement foi the current per tad should reflect (UL s i'pdare I

19 cstunate of calcndai scar 2008 revenue, from the ale of capacil'-only podue .,

20 and the cnpacit' component of ancillary ,ervrees such as sp'nning re,erscc Ind

21

	

supplemental reserve eapauw and
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•

	

1 lie revenues from ofl-sv stem sales and the niarcms on iho,t ales that are u,cd in

the calculation of t I s revenue requirement in fill, vase houlJ cc IccI a

rca,onable amount of h;demg ie enue, fiom the foreard sales of eiwrgc through

I'll ttLial contract , md other asst-based transactions

HOW DID YOU OBTAIN THE LIE APRIL 15, 2008 BUDGET RE-FORECAST FIGURE THAT

YOU ARE RECOMMENDING IN THIS CASE?

A

	

Olk DR No 6 requested LiE to Please provide a Lop) of all documents cieated

	

i for

the RMMSC within the last threes years that pertain to historical and pasvble tuture

pinchaces of sales of energy m capacity by AmeiefLF or its agents ' UT's response to

this DR included several packets from Ameren RMS(' (Risk Management StcLrme

Commneet meetings from the last three )ear, the Ameren R&1SC includes members oo

Anterens senior management team including iota Vtos, the Chid I settnnc U{Tice'

and President of the t,mon Llectric Company In addu ott to the pocmons that Vtt S'o„

has at UL lie is also the tvetuuve Vice President and Chief Operating ()f foci of the

Anicren C orporaucm

The Ameten RMSC meeting p•tcfef for it, JoIs I0 200k mceuno contauted tile \pll

2008 budget re-forecast figure lot UI' I O',S uiatgms This figure appears close to the

hot otn of the first table nn page 4 (for the readei c convenience the top third of thi, p.,g,

ha, been reproduced and anlargcd in Attachment 13) of Attachment A

Q PLEASE EXPLAIN WHY YOU BELIEVE IT IS APPROPRIATE TO USE LIE'S UPDATED 2008

OFF-SYSTEM SALES MARGIN BUDGET FIGURE TO REFLECT LIE'S OFF-SYSTEM SALES

MARGINS FROM THE CURRENT PERIOD IN THIS CASE
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A I lie \pi it I i 2008 budget re-f cast figure reflects Lit s b st estimate of the amount of

OSS sales margin that it espcctb to receive In calendar ,tar 2008 Public ( Oun,.l

believes tli , is In, best esunine of the letel of OS',, margins that t'F i, cut rentI'

achiet Ing and the best ce0ntate of the letel of OSS margins that tit- will be achleting on

an onemnc basis

Q WHY DO YOU BELIEVE THE UE OSS BUDGET REFORECAST FOR 2008 iS A GOOD

APPROXIMATION OF THE LEVEL OF OSS MARGINS THAT UE WILL ACTUALLY ACHIEVE

IN 2008?

V Please islet again to the lop of page 1 of Attachment 1 for to Attachment H) Tile lank

at the top of that page indicates that as of hit, 7 2018 tit tsa, less than 3"6 ascas Irom

achietntg its budget goal tat a umc petiod cowruie a little more than the first halt of

200;K -fit addition there is a graph in the uppat third of that pace (,cc also Attaclnnem 11)

III it shoo, t IF , actual OSS margins ate eunrcntiv crcccd no its Jarmart 3 2008 hudgcI

figure of **	*' and that tit, s actual 3)SS margin letcl as of Jal% 7- 2008

hate put it on i path to substantially escecd the Januan 3 2008 budget tigers b, the cnd

of the gear

Q WERE UE'S ASSUMPTIONS IN CALCULATING THE JANUARY 3, 2008 BUDGET FIGURE

AND THE APRIL 15, 2008 BUDGET REFORECAST FIGURES BASED ON REALISTIC

ASSUMPTIONS ABOUT UE's OPERATIONS IN 20081

flies c s rlauilt should hate been it l L ma, going to utihre the lames for us budget and

(or giving guidance to investor, about is 2068 eetnutgs I he as,wnpliou, used m

calculaune these figure, ttould hate includca -Amereu , best estimate of ttholesaL

market prices, the assumption that there will he a Call atsa' re-fueling tousage in the Fill
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of 2008_ and the assumption that I aum Sauk , .onunues to he out of sertice dunng all of

2(038 as a res it of the de,trucunn of the I aum Sauk generating LiJaN in Life 2005

IF THE TAUM SAUK GENERATING FACILITY WAS IN SERVICE FOR ALL OF 2008, WOULD

UPS BUDGET ESTIMATE AND REFORECAST FIGURE LIKELY BE CONSIDERABLY

HIGHER FOR 2008?

Yet, the I au in Satik faulitt sac a highly profitable component of I I s genei .n in liter

I he Coin inisston s mteslgaunn of the Tautn Sauk disasiet uidicated that taann Saak wa,

used esters tely end that its proftabduy nwy have contributed to the tiisastet since I,F

had Incentives to fill the storage reservou as fully as possible and to delay inking the

plant (ill[ of service for crucial ripavs

WHY DO YOU BELIEVE THE UE OSS BUDGET REFORECAST FOR 2008 IS A GOOD

APPROXIMATION OF THE LEVEL OF OSS MARGINS THAT LIE WILL BE ABLE TO

ACHIEVE ON AN ONGOING BASIS?

I beliese that t t s Januars ;, 2008 budget ligure and the Apiii Is 2008 budget

relorecast figure are tousenaute in Ight or t L , pledge to hold t.nep .'yer, htrmk,,

Innn the impacts of the Iauin Sank I)i,ast:r since these ligniec tlould 1101 reflect the

additional ales of enetgc and op a it that cnoutd be made if the disaster had not la kcn

tilt, plant out of scr, ice

Q LET'S TURN NOW TO THE CAPACITY PORTION OF OFF-SYSTEM SALES MARGINS WHY

IS IT IMPORTANT TO REFLECT THE LEVEL OF OSS MARGINS FROM CAPACITY SALES IN

THIS CASE?

Q

6 4

7

8

q

10

II a
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A Capacrts markets are a teIautels nets adjiuon to hhulc,alc Jet Ira. market, nt me

'vlidvtest 4Ghtlc hilneraI c tel it nhnlwaIc IranstAions halt included pnt ..s for hot Ii

enetgs and capa.ttV for a long tune a capaatyonlti wholesale eiecitic ptodus 1 11'3s On

become Utdespread over the lass lets scat l h : first tune That I'i - itceited revenuas

Irom a capac¢t-ooh tot saction ssas in 2006 In that tear It[ - tecetved about x'

~a m capaens ales revenues (See

Staff DR No 2 in Case Nn l;R-'_OOS-0015) rite Intel oi'l ;F s capactt sales tetctitle c

hate reniauned substarlttal stn, that time In 20(17 UL s capacuv revenues tserc clo,e to

Q. DID THE STAFF AND UE POSITIONS ON OFFSYSEM SALES MARGINS IN UE'S LAST

RATE CASE, ER-2007-0002, REFLECT UE'S ABILITY TO ACHIEVE OSS MARGINS

THROUGH THE SALE OF CAPACITY-ONLY WHOLESALE MARKET PRODUCTS?

A

	

No the Staff ntay not hate been aware Thai these transactions ttetc occurnuf' anc UP

chose to ignore them in the con of servue calculations that it presented to the

C01711711„1011

Q IF THE COMMISSION DECIDES THAT EITHER THE STAFF OR THE COMPANY'S

PRODUCTION COST MODEL CALCULATION OF OSS MARGINS ON ENERGY SALES

SHOULD BE RELIED ON IN SETTING THE LEVEL OF 055 MARGINS IN THIS CASE, WILL IT

BE NECESSARY TO ADD CAPACITY SALES REVENUES TO THE OSS ENERGY SALES

MARGIN FIGURES CALCULATED FROM THESE MODELS?

Y'S it toll It this 1, nit one then the level at OSS nartms that arc reflected Iii ates

will he underezttmated lust as they tsere In the fa,t UF rate case
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0 WHAT IS THE LEVEL OF CAPACITY SALES MARGIN REVENUES THAT OPC BELIEVES

SHOULD BE ADDED IF THE COMMISSION RELIES ON THE RESULTS OF THE STAFF OR

UE's PRODUCTION COST MODELING RESULTS FOR OSS MARGINS ON ENERGY SALES

IN THIS CASE?

N I believe that the ( omnu„non should u,e U l-, s updated figuic ini Lapachy ,aIe It 2008

releten,td above plus an Imputed amount of capacity sale, retcnucs that ictlcct, IhL

add atonal capacity sales retcones tit it I F uoold hate i,hieved if the laum Sauh plant

ttas cull tit sea ice I believe that the acmul 2008 ales figure is a c0nsenalite e,tunate of

the amount of capacin sales let canes that t E udI h < aclmet the on an on1going hic

to the tightening of capaeit markets

[able 2 tit Attachment C to ihi, testunony contains the calculations that I hate made lot

the amount of current period capaeoy sale, revenues ( **	** I that should he

included to hold iatepater, harmless t, dh respect to the forgone capacnl tale, that mould

hate been possible iflaum Sauk sta . still to sets ice In Iable I of the same atta .hntcnt

ties amount is added to the amount ul actual capac t sales margins for 2008 A, 1,1111L I

indicates tie quit of these tsso amounts i, **		Public ( oun,ei

ic,ommends that that 11 the 1.omnnssion uses the output from fife Staffs or the

Comp_tm s production cast model for 135.5 maigms front enerat sales then **

* should he added to the OSC energy ales maivin figure

DOES OPC RECOMMEND ADDING ANY ADDITIONAL AMOUNTS TO THE OUTPUT FROM

THE STAFF'S OR THE COMPANY'S PRODUCTION COST MODEL FOR OSS MARGINS

FROM ENERGY SALES, IF THE COMMISSION DETERMINES THAT THE OSS MARGINS ON

ENERGY SALES FROM ONE OF THESE MODELS SHOULD BE USED AS PART OF THE

BASIS FOR DETERMINING UE'S CURRENT PERIOD REVENUE REQUIREMENT IN THIS

CASE?
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1 'i Q s, it the (.otnmnsion decided to use the t)SS margin) on cnergs Sale , iron) either the

Staff", of the Company s production o,t models as part of the basis for det~unimng

III- , current pitittd ittenue rtttuaement in this La,e then it needs to add Iddinonal

margins on energs sales to refl,Ct the additional earnings that I'I-- , Asset Mauagentern A

Racing group in) 2008, slims mlemal LU group began perlonning the tcholc•, aIi

marketing functions former!) done at Ameren Fnergs) is ntakmg thtougl forward ,ilc

uholeeale n tncacmsns and financial hedging LC _, earnings from these accts ties hase

been quite substantial met ilk last three )cars t'L could not he ill a Iv,niiin to eenet cae

these earrings ssnhout the regulated generating units that ratepa ;et, arc ,uppniUng

through the rates tht) pay or regulated electric sCnice these earnings ore geiwrated b>

UL emplu_ ce, using regulated utdttt tacthuc, that are al •n sitppomled bs tcceniti or

ratt.pav ers

O WHAT IS THE AMOUNT OF ADDITIONAL OSS EARNINGS THAT UE IS MAKING THROUGH

FORWARD SALE WHOLESALE TRANSACTIONS AND FINANCIAL HEDGING THAT OPC

PROPOSES TO REFLECT IN THIS CASE?

Public Counsel recommends that**	" be Included as additional t)tiS

earnings in this case "ibis ti-mire is the aserage of the amounts that Ameren Enetgs

norhmg a, an agent for UL achieved in 2006 1 '9"	
** 1 and _N107 1 *

'* I I obtained these figure, horn the Ameren f nergy Perferman~e Scorecards

for December 2006 and December 2007Hthat III prostdcd in response to (JI'C DR No

2086 Ihese figure, rtpissent eatnmgs in the USS area that sill not b e elicited m the

production cost model cal,ulatiom pet formed h) Si iffand I IF

O

	

YOU STATED EARLIER IN THIS TESTIMONY THAT THE STAFF AND UE OSS MARGIN

RECOMMENDATIONS IN THE LAST CASE FAILED TO REFLECT THE EARNINGS THAT LIE
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WAS MAKING AT THAT TIME FROM CAPACITY SALES DID THE STAFF AND UE MARGIN

RECOMMENDATIONS IN THE LAST CASE ALSO FAIL TO REFLECT THE EARNINGS THAT

UE WAS MAKING AT THE TIME FROM FORWARD SALES AND HEDGING ACTIVITIES BY

AMEREN ENERGY, UE'S WHOLESALE MARKETING AGENT IN 2006 AND 20077

1 Cs in calendar rear 2006 Ameren I nerev made

	

in canune, relate t

to wholesale transaction, and hedging done on behalf of Ut - that s' as not reflected ill the1

	

1,

O,,S margin recommendations of Smit and I IF

Q ARE THERE ANY OTHER WAYS THAT UE GENERATES MARGINS IN THE WHOLESALE

POWER MARKETING AREA THAT WOULD NOT BE REFLECTED IN THE OS5 MARGIN ON

ENERGY SALES CALCULATIONS THAT ARE MADE WITH PRODUCTION COST MODELS?

A

	

) e, OPC DR No 67siated

[)lit ill rate am, costs and rcsenue, associated with non-asset based
trading of wholesale cap aces and energy products during the test deal' If
so wire these costs and revenue, included in hl-'s test War itVen ue
requirement" If these costs and revenues welt included in OF , test year
resenuc requirement please teierence the ssorkpapels mat show hog
they were Included m the revenue requirement If these cods Mild

iecenues were NO] included in I!I s list 'car revenue requnemem
please full; explain whs they acre not included

Iif- , response to this DR states

lit" did hate costs and tesenues associated will speculause Iiading
during the test year himcver, these costs and rc'enues sera not Included
ill the revenue requnemem fhc costs state not included hecnusc I I'KC
requires these icscnues and cogs to he iecorded heloss the line as non-
operatmc recenues or espcnses and a, i iesult are s ie„ed as Item, to he
esc bided

a

	

IS OPC RECOMMENDING AT THIS TIME THAT THE EARNINGS FROM LIE'S SPECULATIVE

WHOLESALE TRADING BE REFLECTED IN THE REVENUE REQUIREMENT tN THIS CASE?

10
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A

	

Public ( oumel to not making that reconunendannn at this lime and yse are itll esplot ing

the issue We do b metes dispute UI s contention in its lespoine to OPC 1)R do (t7 that

these reteoues and espen,es should be excluded Irom considetanon in blnsoun PhC late

cases because of UE s assertion that there is a f I KC regulation that requite, -helm+ the

line treatment in I I RC proceedings

iii. PRIOR PERIOD TAUMI SALIK HOLD FIARMLESS ADJliS1 ME\T

Q

	

PLEASE BRIEFLY EXPLAIN WHY YOU ARE PROPOSING A PRIOR PERIOD HOLD

HARMLESS ADJUSTMENT RELATED TO THE TAUM SAUK OUTAGE IN THIS CASE

III - s semi ,r management has esph .nisN stated that it intends to hold ratepaycis harml,5

from the nnpacts of the Iaum Sauk disaster vdlusunent, were made to Oh5 margin, on

energy sales in OF s last race c •tse far this purpose but no conv,pondme adtIstmatt,

lure made to hold tatcpa'ci harmless Iron', the adteise imp ct • On tile amoan , o!

capaLtts sales that tI[ could hone made due to the unasadabdu% or Iaunt haute , 44(1

h1w, of capaeny

Public Counsel raised this issue in UL s last rate else (Case No ER-2007-0002) Hut the

Commission did not hehese it had sufficient intonnauon to determine whether and how

much of an adjustment should be made for lot gone sales of eapacus On page 118 (It its

Report and Oidet nt Case NO i-R-2007-1)002 the Connms,ton stated

Anieren1,F ha, mad, a comnwment to hold the public . harniless ii um utc
of teas of the 1 auin Sauk disaster and the Commission intends to hold it

to that conumunutt 13a,ed on Puhhc . C ounsel s allegations it appears
Anteren1 F could be making additional sale, of iegulatort capacity it toil
tot the loss of lawn haute s eapac tv tiniortunataly these is Ilk, kas

based on the iecord in this case to calculate the amount of ad usiment
that should be made to AmetcutIf s income to account for that Ios •, of

eapacit s
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Because of the Commission n Mas 24, 2008 - ORDER C RANI INCO I HI-, Of I ICI OI

]ill PI,BIIC COUNSEL S AMOT"ION TO OPtN CASE AND (,RANIINC, [III

')[All Ot TH[ NIISSOURI PUBLIC SPRVIC I COMMISSION S Mf0110N (t)

CONS()LIDAIC' 0PC is mahmg a iccommendouon in dirt case far an adiustrnrnt n,

hold customers harmless from the faun Sail, di,astcr

Q

	

PLEASE DESCRIBE PUBLIC COUNSEL'S PROPOSED ADJUSTMENT.

A I he amount of the adimunent n cal, tilatuf tit lahle : of Auachnient C A, that table

mdicarcs the commission should order an additional prior penod laurn Soul. hold

harmless adiusaneot in tht, case uC k"	 "" to hold customers harmless fiotn

the fnigonr capaci\ sales impact of the Taut Sauk dneater This idWStnietit is being

proposed in addition to the currem pet it'd Iaum Sauk hold harmless adjnstinent foi the

current period forgone capacrty sales Impact of the Taum Sauk disaster There is no n,cd

to amortize thin prior period lawn Saul hold harmless adjuctntent eince the mm that %x ill

elapse beltsceo the current r :itt case and F. F. s nest late case still likely he about the

same as the note elapsed heftseen Case No I .R-2007-0002 and this case

0

	

WHY DO YOU BELIEVE UE WILL BE FILING ANOTHER RATE CASE WITHIN THE NEXT

COUPLE YEARS?

UT mill need to f le another rate case srxm SO It can get the capital ins e,unenls (I he SiouS

poster plant setubber insesunent and other projects) that are not uudet slay ill tales once

they ire providinn sers ice to cuv.Ineis

Q.

	

WILL OPC BE TAKING A POSITION ON UE's PROPOSAL THAT THE COMMISSION

APPROVE A FUEL ADJUSTMENT CLAUSE (FAC) FOR IT IN THIS CASE?
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A

Q

	

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

1 r, OPC oppore' ( I , request that the Gm mis,mn penlut n to uzt as I AC A ciclau

de' i plum of OP( ti po»mon and the support lot it roil he put ded in lesttmonl that

Lull he f hd l lid in this ca1c
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