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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of Union Electric Company d/b/a )

AmerenUE for Authonty to File Tariffs )

Increasing Rates for Electric Service Provided ) Case No. ER-2008-0318
)
)

1o Customers mn the Company’s Missouri
Service Area

AFFIDAVIT OF RYAN KIND

STATE OF MISSOURI )
) ss
COUNTY OF COLE )

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

1 My name 1s Ryan Kind I am a Chief Utihity Economust for the Office of the Public
Counsel

[~

Attached hereto and made a part hereof for all purposes 1s my direct testimony

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

¥ ou

Ryan King

Subscribed and sworn to me this 4" day of September 2008

Vi ~T Ve
SR, JERENEA BUCKMAN Pl Q \
R o 6 My Connision s GRS GV ATV e
ST August 10, .
4, SEAL, &7 mcﬂgm Jer !eA Buckman
TR Commaskn 16754096 Notagy Pubhic

My commuission exptres August 10, 2009
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DIRFCT TFSTIMONY
OF
RY AN KIND
UNION ELECTRIC COMPANY
CASE NO IIR-2008-0318

PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS

Ryan knd Clief Enetgy | eonomst, Office of the Pubhic Counscl PO Bon 2270,

Jetterson Uity Missoun 63102

PLEASE SUMMARIZE YOUR EDUCATIONAL AND EMPLOYMENT BACKGROUND

P have a BSBA i Meonomues and o M A Poonommes trom ihe onvessiny of
Muissoar-Columbia (UM While | eas a gradaate student at UMC T was emploved o
a leachmy Aswistam with the Bepartment of oonomes and 1aught dlasses m
fntroductony Leononucs and Mongy and Banking, m which | served as a 1 ab hstrucior

for Dhscussion Secnions

My previous swork esperichice includes several sears of employ ment with the Mussoun
Piveion of Transportauen as & binanceal Anabst Myoresponsibrhnes atb the Dinvacaon of
Fransportatton included prepanny Lansporiation rate proposals and testimony for rale
Lases mvoiving vanous segments of the trucking ndestry | have been emplos od us n

ewonomsst it the Ohice ot the Pablic € ounsel (Public Counsel or OPC) since 1991

HAVE YOU TESTIFIED PREVIOUSLY BEFORE THIS COMMISSION?
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Yes prior to this case | sobmuned written 1eslimons m numerous gis rdle cases severdd
clectric rate design cases and rate cases as well as cther miscellancons gas wakr

elecie and telephone cases

HAVE YOU PROVIDED COMMENTS OR TESTIMONY TO OTHER REGULATORY OR
LEGISLATIVE BODIES ON THE SUBJECT OF ELECTRIC UTILITY REGULATION AND

RESTRUCTLURING?

Yes 1 have movided comments and festimony to the [ederal Fnergs Regulaton
Commesion {(FTRCY e Moun House of Representatives Uty Rewslaion
C ommiutee, the Miwoun Sepate s Commerce & Epvoonment Comnuttes and  the

Mussournt tegslatme’s ot Interom Committag pa Felecommuni ations and Lperys

HAVE YOU BEEN A MEMBER OF, OR PARTICIPANT IN, ANY WORK GROUPS
COMMITTEES, OR OTHER GROUPS THAT HAVE ADRESBEC ELECTRIC UTILITY

REGULATION AND RESTRUCTURING ISSUES?

Yos o Dwas g member of the Missaun Public Setvice Commisssion s (the Commission si
Sranded € ost Working Group and participated extensivelyv m the Commisson s Aarher
Stiucture Work Group 1 am cunenth & member of the Missoun Department o Natural
Resources Weatherization Policy Advisory Commntee the hational Assotiation of State
Comumer Advocates (NASUCA) Tectie Comminee and the Standards Aathonzation
Commitiee af the North Ametcan | lectre Reliabibity Councd (NI RCY | have served a-
the sinall custemer repiedentarive on the NERU Operaimg Commitice and as the publn,
consumer grogp representatanee 1o the Midwest SO (MISO < Advisory Commusio
Paing the carls 19906 1 served 5 a Statt Dason o the Unergy and Framsportyion $ash

Torce of the President » Councdd un Sustamable Deyelopment
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1. INTRODUCTION

Q PLEASE IDENTIFY THE MAJOR ISSUES THAT YOU WILL BE ADDRESSING IN YOUR
TESTIMONY.
A Fhe magor 1ssues that are addressed o this estimony include

o Off-system sales mangins for the current period (test s ear and truc-up porrads,

o Ratemaking reatment of U s speculalive teading acbvities

An adsustment 1o hold costomers harmless from the Taum Sauk disaster that was

nat teflectod i the rates resufunge trom Case No FR-2007-0007 and

o Ui s request for the Conmesion 1o approne a Facl Adjustiment Claose (1 AC)

1L, OFFE-SYSTEFM SALES MARGINS

Q WHAT 15 PUBLIC COUNSEL’S RECOMMENDATION FOR THE RATEMAKNG TREATMENT

OF OFF-S5YSTEM SALES MARGINS IN THIS CASE?

A Public Counsel ~ recommendations refated 1o otf-sy stem sales consist of the follow ing

s The amount of off-system sales (O8%) margins that should be meluded in LT
revenue jequirement should be U~ updated budger cstimate of calendar e

2008 affesystom sales margers, Tis figgee o 7 "

I———

o he amount of offssystem sales marpins that the Commission decdes Lo aacdide
UL~ revenue reautement for the carrent peniod should reflect U < opdated
eshmate of calondar sear 2008 tevenses from the sale of capaciiv-ondy produces
and the wapacity companent of anaitary services such as spinmng resenves ind
supplemental reserve capacity and

-
3
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¢ hesevenues trom of1-svalem sales and the marzms on those sales that aie wsed in
the catenlavon o1 LE s revenue requitenient i thes case shoodd retledt
reasonable amount ol heduemg 1evenues from the forward sales of energy through

il teral contracts nd other assci-based lransactions

HOwW DID YOU OBTAIN THE UE APRIL 15, 2008 BUDGET RE-FORECAST FIGURE THAT

YOU ARE RECOMMENDING IN THIS CASE?

OPC DR No 6 requested Uk w Please provide a comy ot all dacuments veated by o for
the RMSC wibun the fase three vears thar pertam to storical and posaible huure
purchases o1 sales of energy o1 capacity by Amerenl,E or it agents " UF's response 1o
this DR mdluded several pachers from Ameren RMSC (Hish Management Staurng
Commutteey meenngs frum the last three years The Ameren RMSC imcludes members on
Ameren’s sentor managemend team mcludmg fom Voss the Chiet Fewutive Oihcer
dndd President of the Dmon Licowe Company  In addion 1o the posinons that Mr Voss
sl Vb he s abso the Baecutive Vice President and Chief Operating Cificer of the

Ameren Corporation

The Ameten RAMSC meenng packet for s Jule 19 2008 incenny contaned e Apnd 13
2008 budget re-torecast figure o U < ONS mamgos The figure appears close o the
botton ol the {irst 1able on pape d (for the reader < convemience the top third of ths page

has buen reproduced and ealarged i Attachment BY of Mwachment A

PLEASE EXPLAIN WHY YOU BELIEVE IT IS APPROPRIATE TC USE UE’S UPDATED 2008
OFF-SYSTEM SALES MARGIN BUDGET FIGURE TO REFLECT UE’S OFF-SYSTEM SALES

MARGINS FROM THE CURRENT PERIOD IN THIS CASE
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A

The Apnil 13 2008 budget re-Toreast figure relledts Ul s hest estimate of the amount of
058 sales margin that o espuds o recerve m calendar sear 2008 Pubhe Coursd
believes s sty best gstinate of the level of OSS maranis that U s cwrrenth
acheving and the best estimate of the devel of ONS magins that UF will be achieving on

an ongog hasey -

WHY DO yOU BELIEVE THE UE OSS BUDGET REFORECAST FOR 2008 15 A GOOD

APPROXIMATION OF THE LEVEL OF OS5 MARGINS THAT UE WILL ACTUALLY ACHIEVE

IN 20087

Blease tefer agamn 1o the wop of page 1 of Allachiment A (or to Atackimem 13} The bl

at the top of that page ndicates that as of July 7 2008 UE was ess than 2% away trom
acineving 15 budget goal for a tine peniod coverme @ litle more than the firss hall of
2608 i addion there s a graph m the upper third of that page (see abe Atachimen )
that shows UE < actaal OSs marging aie currenthy eacending s Januar 3 2008 budga
fipure of ** ** and that UL » actual 0SS margin fevel as of Juls 7. 2008

fave put 1t en 1 path o substanuaiiv esceed the January 3 2008 budget Hgure by the end

of the vear

WERE UE'S ASSUMPTIONS IN CALCULATING THE JANUARY 3, 2008 BUDGET FIGURE
AND THE APRIL 15, 2008 BUDGEY REFORECAST FIGURES BASED ON REALISTIC

ASSUMPTIONS ABOUT UE’S OPERATIONS IN 20087

Phey cortamiy shoubd have boen of TR was gomg w utthee the Bges tor s budget and
for grving guwdanee o mvestors about 1y 2008 coinings The sssuniphions dsad
calonlating 1hase flgures would hove includea Ameren « best eshimate o) wholesals

murket prices. the assemption that there wall be a Callawas re-fueling ousage i the Fall
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o1 2008, and ihe assumption that Tawm Sauh contmuees 10 be ot of service Juring all of

2008 a5 a result of the destrucuon of the Taum Sack generating facibity i Late 2003

IF THE TAUM SAUK GENERATING FACILITY WAS IN SERVICE FOR ALL OF 2008, woutD
UE’S BUDGET ESTIMATE AND REFORECAST FIGURE LIKELY BE CONSIDERABLY

HIGHER FOR 20087

Yes, the Taum Saek fachse was g hughhy prolitable compunent of U s genaating teet
the Commussion s nvestiganon of the Tawm Sauk disaster indicated thar Taum Sauh was
wsed extensnely ind that g profitabilay may have contribued o the disaster since LF
fad spcentives o Bl the storage resenvon as fully as possibie and 10 delay 1abing the

plant out of service for crucial repans

WHY DO YGU BELEVE THE LUJE OSS BUDGET REFORECASY FOR 2008 15 A GOOD
APPROXIMATION OF THE LEVEL OF 0SS MARGINS THAT UE WwILL BE ABLE YO

ACHIEVE ON AN ONGOING BASIS?

3

I beheve that LE s January 30 2008 budget fzure and the Apnd 15 2008 badael
reforecast tigure are comsenvaine m light of UL - pledge o hold rareposers harmibos
from the unpadts of the Taum Sauk Deasier since these figwres sould not rellect the
addimoniat sales of energy and cap oty that wouldd be made (f the disaster had not taben

thes plant v of service

LET'S TURN NOW TO THE CAPACITY PORTION OF OFF-SYSTEM SALES MARGING WHY
1S iT IMPORTANT TO REFLECT THE LEVEL OF OSS MARGINS FROM CAPACITY SALES N

THIS CASE?
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Capaciy markets are g selamvel new addiion 10 wholesale Jledime markets e
Mubwest Whilke bititeral cloetnie wholesale transadtions have ichuded praes for hoth
eneigy and capaaity for o jong i & Lapasin-only wholesale clecinie produc has onbs
become widespread over the last fow vears  The fisd time that ' seeened revenucs
from @ capecitv-enly transaction was in 2006 In that sear U4 eceved about ©=__,

oo capaoiny sales povenoes {See

S@if DR No 2 m Case No ER-ZI0R-0015) The level of UF s capacity sales 1oy uiues

hasve rensamed substantial sines that e I 2007 LR s capaity revenues wert close to

%

Dip THE STAFF AND UE POSITIONS ON OFFSYSEM SALES MARGINS IN UE'S LAST
RATE CASE, ER-2007-0002, REFLECT UE'S ABILITY TO ACHIEVE 0SS MARGINSG

THROUGH THE SALE OF CAPACITY-ONLY WHOLESALE MARKET PRODUCTS?

No o the Statf ma not have been aware thet these tramsacuons wete oceurrmg ang UF

those to agnore them an the cost of serviee walculatons that o presented 10 1

Commission

iIF THE COMMISSION DECIDES THAT EITHER THE STAFF OR THE COMPANY'S
PRODUCTION COST MODEL CALCULATION OF 0SS MARGINS ON ENERGY SALES
SHOULD BE RELIED ON IN SETTING THE LEVEL OF 0SS MARGINS (N THIS CASE, WiILL {T
BE NECESSARY TO ADD CAPACITY SALES REVENUES TO THE OSS EMERGY SALES

MARGIN FIGURES CALCULATED FROM THESE MODELS?

You ot will 1ot i not done then the levet of OSSR marains 1that are rebleciod s rakes

will be underestimated just as thoy weren the fast LiF rate ease
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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 0SS MARGINS ON ENERGY SALES

IN THIS CASE”

b behese that the Comnnssson ~hoald use Uk ~ sipdated figure fon capacity sales in 2008
referenved above plus an unputed amount of capaats sales rovenucs that retlecis e
addmonat cagacity sales revenues tha HF wourld have schieved (f the Taum Saub plam
was stif i service | beheve that she actal 2008 wales figure 15 o conserydtinve estimiate of
the amaunt of Capacty sales revenues thar U E wall be achieving on an angomg basis due

ter the nighiewng of capacnty markets

fable 2 m Atachment € 10 thes westumony contains the calonlations that | have made fo
the mmourt of cumrent period capacity sales revenues { %% #% y that should be
inc bucked 1 hold ratepavers harmioss with respect 1o the forgone capauity sates thal would
Have been posstble o Taom Saok was stdl in senvice In Table 1 of the <ame attachment
this amoeunt 15 added to the amount of actual capacity sales matgias tor 2008 A« able |
mdheates e s of these two amounty i %% = Pubhe Counset
tecominends that that 1t the Compusson wses the outpu! from the Sty or the
Compans 5 praduchion ¢ost moedel for ONS mangins from energy sales phen *7*

“* Jhould be added o the OSS energy sales marem figore

DoEs OPC RECOMMEND ADDING ANY ADDITIONAL AMOUNTS TO THE OUTPUT FROM
THE STAFF'S OR THE COMPANY'S PRODUCTION COST MODEL FOR O8S MARGINS
FROM ENERGY SALES, IF THE COMMISSION DETERMINES THAT THE OS5 MARGINS ON
ENERGY SALES FROM ONE OF THESE MODELS SHOULD BE USED AS PART OF THE
BASIS FOR DETERMINING {JE’S CURRENT PERIOD REVENUE REQUIREMENT IN THIS

CASE?
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yos, 1f the Comanssion deeidied 1o use the OSY margsns on energy sales trom wither the
Stafl™s o1 the Company 3 produciion vost models as part of the hasis for deturmming
LL s cwrrent poniod rovenue requirement n this case then 1 peeds o add additional
margins on energy sdles 1o refleet the addivonal carmngs tha Ul s Asser Management &
Bading group un 2008, thes mtemal LT group began performing the wholewak
marheting functions formerhy done at Ameren Energy) s making taough jorward sake
whaolesale transacnons and fingrcidl hedgmg UL s earmings from these activities have
been qute substanial over the last three years UL would not be ma postion o wenctate
these carmings without the regolated generating wmts that rafepayverns ae supporling
through the rates they pay tor regulated eleune service Those camings are generatad by
UL empler ees wamg regulated unlits tacthies that gre abo supported v revenuc- for

ralLpavers

WHAT IS THE AMOUNT OF ADDITIONAL O55 EARNINGS THAT UE 18 MAKING THROUGH
FORWARD SALE WHOLESALE TRANSACTIONS AND FINANCIAL HEDGING THAT OPC

PROPOSES TO REFLECT iN THIS CASE?

PFublic Counsel recommends that** #* he nchided a5 addimonal OS5
earmngs 1w this case This fiswre 8 the sverage of the amounts that Ameren Bnergs

worhtmg a~ an agent for UL achieved m 2006 ( %2 ** yand 2007 (

[

_* ) | obtamed these Tigores from the Ameren T nergy Pertormance Scorecards
tar December 2006 and December 2007 that UL provided in response 1o OPC DR No
2086 Thewe figures reprosent carmmgs m the USS area that will not by 1eficcied m the

produc non tos) model cabculations performed by ST and UIF

YOU STATED EARLIER IN THIS TESTIMONY THAT THE STAFF AND UE OS5 MARGIN

RECOMMENDATIONS IN THE LAST CASE FAILED TO REFLECT THE EARNINGS THAT UE
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Q

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

Yoo i calendar vear 2006 Aameren | nerey made ** *Fn calrings related
1o wholesale mausactions and hedging done on behalf af U that was not reflecied o the

ONS margin reeommendations ot Stan and U

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?

Yes OPC DR No 67stated

id U nave any costs and rovenues associated with pon-asset hased
tradmg of wholesale capwiny and enerey produets during the fest yem ¥ H
s werg these eonts and revenues mcioded in B4 test vear sovenue
reguirement” H these vosts and revenues waie incladed i UT ~ test vear
revenug reqairemnent please jelerence the workpapers at show how
they were ncduded m the revenue requirement | these costs and
revenues were NOT incladed a0 U« test vear revenue requiemicts
please fully explam why they wore nolincluded

U 5 response o this DR siates
U Jdid have cosls and tevenues associated wih specalative oading
during the test sear howover, these costs and revenues were nol mwluded
i the revenue requitement  The costs were not included hecause TERC
reguires these tovenues and cosis 1o be recorded  below the hive as non-

operaling fevenues or expenses and as d result ure viewed as tems w be
axeluded

15 OPC RECOMMENDING AT THIS TIME THAT THE EARNINGS FROM UE'S SPECULATIVE

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

10
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Pubhic € ounsed 1s not mahing that recommendation at s tme and we are sidt exploting
e tvsie We do hawever dipute UL < contentian w is sesponse 1o OPC DR No 67 tha
these revenues i expenses should be excluded trom consideration i Missoun PSCaate
Cases because ol UL < assertion that there s & HERC regulanon that requies “budow the

Bine treatment i F RO proceedmgs

i11. PRIOR PERIOD TAUM SAUK HOLD HARMLESS ADJUSTMENT

Q

PLEASE BRIEFLY EXPLAIN WHY YDU ARE PROPOSING A PRIOR PERIOD KOLD

HARMLESS ADJUSTMENT RELATED TO THE TAUM SAUK OUTAGE IN THIS CASE

U < senor management has explivily stased that nntends 10 hold ratepay cis harmloss
from thg nmpacts of the Taum Sauh disaster Adjustments were made 10 OS5 margins on
energy saies m UE s last rae vise for this purpose but no corresponding adnstments
were hade 16 hofd ratpas oy hammbkos (rom the adserse wnpacts on e amodns 31
capaatty sales that UF (oudd hine made due to the unavadabibiy of Tawm Saok . 440

MW ot capuans

Public Couasel rarsed this resue 10 UL s fast rate cse (Case No ER-2007-00021 but the
Conmnmission du net beheve 1t had sutficient mformanon to detesmine whether and how
much of an adgustment should be made {or forgone sales of capacity. On page HE ot ats
Report angd Onder i Case No FR-Z007-0002 the Comanission stated

Amerenl.I has thade a commitment (o hold the publhic harnidess fion the
eitects of the Taum Sauk disaster and the Lommission mends 1o bold it
o that conmmumut Based on Pubhic Counse! s aliepavions 1t appears
AmerenUE Could be niabang addhinonal sales of regulaiory capgaty i ot
for the foss of Taum Sauk s copacity Hinfortunalaly thare o wa
hased on the recond in the case o caleulate the amount of adsestmenm
that should be made 0 Amerent il ¢ income o account for that [oss ol
LAPRILS
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Becauss of the Comnussion s May 24, 2008 -ORDER GRANTING THE GHCE
THE PUBLIC COLNSEE S MOTIOGN 10 OPIN CAST AND GRANTING TH]
STARD (G THE MISSOURL PUBLIC SERVICT COMAMISNON'S MOTHON {0
CONSOLIDATE  OPC s naking 2 recommendation m this case for an adustment 1o

hold customers harmless irom the Tanm Sauk disaster

PLEASE DESCRIBE PUBLIC COUNSEL'S PROPOSED ADJUSTMENT,

The amount of the adwsiment o cabsulated i Table Yol Atachment € A that table
ndicaics the Commission should order an additional poor parrod Taum Sk hold
harmbess admstment i thes case of ** ** 1o hold customers haniess fiom
the forgons capacts sales smpact of the Taumt Sauk disaster This adjusimient 15 being
proposed m uddiion 1o the currem penied Yaum Sauk hold farmiess adpsonent for ihe
current period forgone capaainy sales impact of the Taum Sauh disaster There i no paad
to amortize this prior period Tacm Sauk hold harmless adjusunent since the nmy that well

clapse between the carrem rate case and LE s nest rate case will bikely be aboat the

samie da the trme elapsed between Case Mo LR-2007-00602 and this case

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

COUPLE YEARS?

UL wall need o file another rate case soon so 10 cdp get the capatal sy estimenis {1he Sious
power plant sciubber myestment and other projects) that are now undar way 1 orates onde

!é\(."“\‘ Jre pmvuhnc.; SErVICE L Cizlumets

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 Yos OPC opposes UL request that the Commission penmt nto use at TAC A detathad
descuption o OPC s pasiiton and the support fot 0 will be provaded m testmony that

will be filod Taker 1 thas case

Q DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?
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