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PROCEEDI NGS

JUDGE DI PPELL: Let's go on the record. Good
morning. This is March 11th, 2020, and ny nane is Nancy
Dippell. I'mthe regulatory |aw judge assigned to this hearing.
This is Case Nunber ER-2019-0335 in matter of Union Electric
Conpany doi ng business as Areren Mssouri's Tariffs to Decrease
Its Revenues for Electric Service. W' ve cone here today for
the evidentiary hearing and all of the issues have stipulation
and agreenents except for the one fuel adjustment clause issue.
So that's what we're going to hear today.

We're going to begin with entries of appearance,
and 1'd like to begin with the Conpany.

MR LOAERY: Good norning, Your Honor, Jim
Lowery, Smth Lewis LLP, P.O Box 918, Colunbia, M ssouri 65205,
appearing on behalf of Aneren M ssouri

MS. TATRO. Wendy Tatro, 1901 Chouteau Avenue,
St. Louis, Mssouri 63103.

JUDGE DI PPELL: And commi ssion Staff?

MS. BRETZ: Karen Bretz for Staff. The court
reporter has ny information

JUDCGE DIPPELL: Al right. Ofice of Public
Counsel ?

MR HALL: Good norning, Judge. Caleb Hal
appearing on behalf of the Ofice of Public Counsel. |

previously supplied ny contact information to the court
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reporter.

JUDGE DI PPELL: Okay. And the other parties wh
did not have testinony specific to this issue asked to be
excused, and | have done so with ny usual caveat that they waive
any right to make any objections or enter any additi onal
evi dence on this issue.

So because one of the issues we had planned to
have today |live, we did not enter testinmony fromthat issue at
the presentation |ast Wednesday. So I'd like to go ahead and do
that. Can we begin with Ameren?

MR LONERY: Yes, Your Honor. W have,
bel i eve, seven pieces of testinony to enter on those other
I ssues starting with Exhibit 5, rebuttal testinony of Ben Hasse;
and then Exhibit 11, direct testinony of Laura More; Exhibit
12, rebuttal testinony of Laura More; Exhibit 13, surrebutta
testinony of Laura Moore; Exhibit 14, direct testinony of John
Reed; 15, rebuttal testinony of John Reed; and 16, surrebuttal
testimony of John Reed. That should be all of our prefiled
testinmony except for wtnesses appearing today.

(WHEREI' N, Ameren Exhibits 5, 11, 12, 13, 14, 15
and 16 were offered into evidence.)

JUDGE DI PPELL: Thank you. Wbuld there be any
objection to those exhibits comng into the record?

M5. BRETZ: None.

MR HALL: No.

0]
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JUDGE DI PPELL: Seeing none, then | will admt
Exhibit 5 Exhibit 11, 12, 13, 14, 15, and 16.

(WHEREI N; Aneren Exhibits 5, 11, 12, 13, 14, 15,
and 16 were received into evidence.)

JUDGE DI PPELL: And then, Staff, you have
addi tional testinony?

MS. BRETZ: Yes, Judge, we have two exhibits.
W have what's been marked as Exhibit 120, which is the rebutta
testinony of Mark Qigschlaeger; and then also Exhibit 127,
which is the surrebuttal testinony of Mark Qi gschl aeger

(WHEREI N, Staff Exhibits 120 and 127 were
offered into evidence.)

JUDGE DI PPELL: GOkay. Would there be any
objection to those exhibits? Seeing none, | will admt Exhibit
120 and 127.

(WHEREI N, Staff Exhibits 120 and 127 were
received into evidence.)

JUDGE DI PPELL: And Public Counsel ?

MR HALL: Yes, Judge. Gven the reconciliation
of the affiliate transaction issue, we have three exhibits for
adm ssion. The direct rebuttal and surrebuttal testinmony of
Robert Schal | enberg. Those nunbers are 206, 207, and 208
respectively. At this tine | nove for their adm ssion

JUDGE DI PPELL: And 207 and 208 both have

confidential versions?
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MR HALL: 207 has a public and a confidenti al
version, that's correct.

JUDGE DI PPELL: But not 208, just 207?

MR HALL: Sorry. | mssed that. 208 has a
public and confidential version as well.

(WHEREIN, OPC Exhi bits 206, 207P, 207C, 208P,
and 208C were offered into evidence.)

JUDGE DI PPELL: Wbuld there be any objection to
Exhi bits 206, 207, and 2087

MR. LOAERY: No objection

MS. BRETZ: None.

JUDGE DI PPELL: Seeing none, | will admt those
exhi bi ts.

(WHEREIN;, OPC Exhi bits 206, 207P, 207C, 208P,
and 208C were received into evidence.)

JUDGE DI PPELL: And then yesterday Ameren filed
a notion to take official notice of nultiple items. Wuld there
be any objection just in general to those itens? And then if
there are, I'll get into the specifics.

MS. BRETZ: W don't have any, Judge.

JUDGE DI PPELL: Al right. |If there are no
objections to the Conmi ssion taking official notice of the
items, |'Il just read themso that it's clear in the record.
Staff's fuel adjustnent clause prudence review reports for

Ameren M ssouri in File Nunmbers EO 2010-0255, EO 2012-0074,
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EOC 2013- 0407, EO 2015- 0060, EO 2016- 0228, EO 2018- 0067,

EOG- 2019-0257; the Conmission's report and order in File Nunbers
EO 2010- 0255, and EO 2012-0074; and the Commi ssion's orders
approving Staff's prudence reviews in File Nunbers EO 2013-0407,
EO 2015- 0060, EO 2016-0228, EO 2018-0067, and EO 2019- 2057.

Then the fuel adjustnent clause section of Conm ssion reports
and orders in the follow ng Areren Mssouri Electric cases,

whi ch were ER-2008-0318, Pages 57 to 76; ER-2010-0036, Pages 72
to 80; ER-2011-0028, Pages 74 to 92; ER-2012-0166, Pages 73 to
93; ER-2014-0258; and also official notice of Comm ssion Rule 20
CSR 4240-20-090; and last but not |east, the fact that there
have been 32 adjustnents to rates charged under Ameren
Mssouri's Witer FAC since it first becane effective starting
on March 1st of 2009. And with that the Conm ssion will take
official notice of those itens.

MR LOWNERY: Your Honor, | think this is clear
enough fromthe record based on case | aw under 536.070.5 since
we are -- since we are offering those docunents you referenced
by reference, | think we're actually supposed to offer them In
addition to taking notice of them | think the statute
contenplates that we offer them So | formally offer those

documents as well by reference.

JUDGE DI PPELL: And once again just so that it's
clear then would there be any objection to those items com ng
into the record?
Tl GER COURT REPORTI NG, LLC 294
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MR HALL: None.

JUDCGE DI PPELL: Seeing none, then those are
admtted by official notice by reference.

Ckay. So M. Lowery also noted that the
testinony of M. Byrne on this issue got left off of the
official wtness list or proposed witness |list that you all had
filed. Does Aneren intend for M. Byrne to go first or second?

MR LOAERY: W intended himto go after
M. Meyer, so second.

JUDGE DI PPELL: Okay. Then with that, | think
we can begin opening statenents. The first opening statement is
Aneren M ssouri .

M5. TATRO  Good norning, conm ssioners, Judge.
So every single issue in this case has been resolved by all of
the parties with one exception and that issue is the sharing
percentage to be used in the Conpany's fuel adjustnment clause or
FAC. Al of the parties agree that Ameren M ssouri shoul d
continue to have an FAC. Al of the parties agree that the
cost, which cost should flow through the FAC and OPC only takes
issue with the sharing percentage in this case.

So let's start wth sone FAC history. Aneren
M ssouri's FAC was first put into place in 2009, and consi stent
with the Aquila FAC that had been approved before it, the tariff
included a 95-5 sharing percentage. That is, any net cost above

or bel ow the amount included in base rates would be shared, 95
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percent to custonmers and 5 percent to Areren M ssouri

Now, the reasoning behind the 95-5 sharing was
that the Conm ssion wanted utilities to have sonme additiona
Incentive to manage their FAC costs while also remaining
faithful to the overall purpose of the FAC, which is to allow
utilities to recover their prudently incurred FAC costs. Since
2009, all electric utilities in Mssouri wth an FAC have had
that 95-5 sharing percentage. Not that the Comm ssion hasn't
been asked or that there haven't been efforts to change the
sharing percentage, there have been. In fact, if you | ook at
the rebuttal testinmony of Andrew Meyer in this case,
specifically Exhibit AMMRL fromwhich the information on this
document, which is kind of small up there and maybe | should
have printed it nice and large like I did for on-the-record, but
that lists every rate case since, | think, Aneren Mssouri's
2007 rate case where there was discussion about sharing
percent ages of the FAC.

[f you were to count them there are 18 cases in
whi ch individual s challenged the FAC sharing percentage. Not
five, not ten, but 18. And of those 18 cases, Lena Mantle was
the witness that request the change in nine of them and those
are the cases that are highlighted in yellow That's the nunber
of tines she's requested, with this case being nunber 10.

Now, despite the multiple requests, Ms. Mantle's

reconmendati ons to change the sharing percentage have not been
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adopted in a single case. In fact, in every case where any
party recommended a different sharing percentage, and that's the
18 listed up there, the Conm ssion retained the 95-5 sharing.

As M. Byrne testifies, there is benefit in
regul atory stability and in the Conmi ssion not changing the
sharing percentage in each and every case despite having been
asked to do so multiple tinmes. Oherw se, the sharing
percentage cones up for grabs in every rate case, it will result
in different sharing percentages for different utilities, and
wi Il represent regulatory inconsistency at its worse, that is,

i nconsi stency without a reason.

Thi s mechani smwas not supposed to produce
wi nners or |losers. |t was supposed to allow for recovery of
prudently incurred costs over which the utility has little
control. So what is the basis for Ms. Mantle's recomendati on?
Her testinony relies on a few argunents, vague warnings of FAC
abuses, an argunment that Ameren M ssouri coul d earn nore under
i ncreased sharing and a reliance upon a new capital investnent
st at ue.

So let's discuss those. First, Ms. Mantle's
dire warning. She makes a truly ridiculous and frankly
of fensi ve argunent that Ameren Mssouri in this case gained the
FAC by intentionally setting the NBEC in the case too low in
order to gain a PR benefit fromfiling for a rate decrease. She

went on in her testinony to assert that Aneren Mssouri is
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willing to suffer any |loss created by the 5 percent show ng --
sharing, again, for sone PR benefit. Conm ssioners, this is
patently untrue. If you ask Ms. Mantle if she has any direct
evi dence that Aneren M ssouri manipulated it's NBEC cal cul ation
inthis case in order to obtain a rate decrease, she will answer
she does not. That is because there is no such evidence to
support this ridiculous claim The only evidence and even this
is indirect is that she believes the off-system sal es revenue
| evel used in the production cost nodel was too high. And even
if she's right, that doesn't prove nanipulation. It only proves
that we have a difference of opinion on an input, an input
di sagreenent, nothing nore. And, again, if you were to ask
Ms. Mantle where a di sagreement on an input is proof of
del i berate mani pul ation, she will admt it is not.

And you don't have to take ny word for it.
Staff proposes an even higher |evel of off-systemsale revenue
in their modeling. Staff's NBEC and direct is |ower than Amreren
M ssouri's and Staff's true-up NBEC is even |ower than that.
Staff's overall revenue requirement is |ower than Amreren
M ssouri's original ask. So if Aneren M ssouri was mani pul ating
the cal culations, NBEC -- Staff's NBEC cal cul ati on woul d have be
hi gher and its revenue requirement would have been higher, but
it was not. It was |ower.

So does OPC and Ms. Mantle really believe that

Staff is in on sone conspiracy with Aneren Mssouri to force the
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revenue requirenment in this case negative? So how strongly does
OPC believe this manipul ation argunment? OPC signed the
stipulation and agreenment in this case reserving only two

I ssues, one of which has subsequently been resol ved.

The NBEC set forth in the stipulation uses Staff's true-up NBEC.
So Staff -- or so OPC agreed to use the |lowest NBECin this
case.

Surely OPC woul d not have agreed to that if it
believed it was the result of manipulation on the part of the
Company or on Staff. Again, it's an inflamatory insertion
wi t hout any direct evidence and you should pay it no mnd

Now, it is true that the cost decrease in Aneren
M ssouri's NBEC are offsetting O8Mincreases el sewhere. That's
not proof of manipulation. Instead, it's a denonstration of the
effort that Andrew Meyer and his team put into properly managing
fuel costs. If anything, this proves the current sharing
percentage works, not that it does not. And the Company did not
hide this fact fromits customers. | would point you to the
notice that was provided to all Aneren M ssouri custoners, a
notice that was witten by Areren Mssouri and was approved by
this commssion. The notice explicitly stated that, Overall
reduction in base rates proposed by Aneren Mssouri in this case
is associated with the rebasing of these net energy costs. In
this case, the reduction in cost due to the rebase of net energy

costs is largely offset by net increases in other costs. |f the
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net energy cost had not been rebased in this case, the base
rates proposed by Aneren Mssouri in this case woul d have

I ncreased the typical residential custoner bill by 3.7 percent,
end quote.

And there is nore evidence that disproves
Ms. Mantle's allegations. As M. Myer points out, Aneren
M ssouri has undergone seven prudence reviews since 2009. Now,
two reviews involved a dispute about a classification of a
contract but even that was not used to justify an increase in
the sharing percentage as the Comm ssion explicitly found in a
July report and order in ER 2011-0028.

And through all of these prudence reviews,
conm ssioners, the undeniable fact is that no party has argued
t he Conpany inprudently managed its FAC costs or revenues. No
one says Ameren M ssouri doesn't negotiate hard enough. No one
says it overpaid for coal. Nothing |like that has been raised.
And accordingly, the Comm ssion has never held that Aneren
M ssouri acted inprudently in regard to its FAC at all.

Next, Ms. Mantle argues that a larger sharing
percentage could allow Aneren M ssouri to keep nore noney if
actual costs are |lower than the base amounts because we'd be
keeping 15 percent instead of 5. | submt to you that this
argunent flies in the face of the purpose of the FAC. The FAC
shoul d not be a vehicle for a utility to make noney or to |ose

money. It ought to be a mechanismto allow nanagenent of |arge
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and vol atile costs and revenues over which the Conpany has
little control.

Ameren M ssouri, frankly, doesn't believe any
sharing mechanismis necessary. Virtually every utility across
the country has an FAC and only a few of them have any sharing
at all. But the Conpany has accepted and continues to accept
this conmssion's long-standing view that a 5 percent sharing
mechanismis warranted. And, conm ssioners, as you know, if the
Company were to mismanage its NBEC cost and revenues, the
Commi ssion woul d disall ow i nprudent expenditures and in severe
cases, the Conmpany could |ose the FAC nechanismin total. These
are powerful incentives in the Conpany's opinion before we ever
even get to the sharing percentage.

Now, Ms. Mantle's newest argument is that Senate
Bill 564 set a sharing percentage of 85-15 and that that 85-15
percentage should be used for all utility incentive mechanismns.
Again there is no basis for her claim Senate Bill 564 does set
a sharing percentage for Plant In-service Accounting or Pl SA,
but it didn't amend the FAC statute and didn't attenpt to anend
the FAC statute. And as Ms. Mantle's surrebuttal testinony
makes it very clear, the PISA statute and the FAC statute dea
with very different aspects of utility cost.

Let ne read you what she said on Pages 4 and 5
of her surrebuttal: As Areren Mssouri w tnesses Byrne and

Meyer testified in their rebuttal testinmony, PlISA applies to
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capital expenditures and the FAC applies to expenses. |,
Ms. Mantle, would take that one step further by saying that Pl SA
expenditures are conpletely under Aneren Mssouri's control. |t
can decide the timng and the anmount of the expenditures.
Aneren M ssouri has less control over its FAC costs. The FAC
costs are |argely dependent upon the M dcontinent |ndependent
System Qperators or M SO markets, fuel prices and | oad demands
of customers, end quote.

Now, conm ssioners, | can't speak for why
| egi sl ators adopted the 85-15 sharing requirement, but the |aw
sets the sharing percentage but only for capital investnments
once a conpany has el ected to adopt PISA

Now, Ameren m ght take issue with Ms. Mantle's
i dea that the Conpany doesn't have at |east some required
capital investnments, but certainly we have far nmore control over
PI SA investnments than we do FAC costs. | submt to you that
flips Ms. Mantle's argunents on its head. A greater incentive
m ght be required when an investnment is discretionary than when
it -- the spending is over which the utility has little control
In other words, her own argunent denonstrates that a greater
sharing percentage for Pl SA nakes nore sense than a greater
sharing percentage for the FAC.

Ms. Mantle will also argue that the higher
sharing percentage the better Areren Mssouri will manage its

fuel costs and revenues, but nowhere does she tell you how. She
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offers no evidence of what m ght happen. None. Her increase
incentive argument is theoretical, not based on fact and shoul d
be rejected.

Now, finally, conm ssioners, you should
recogni ze there are real dollars involved in this argunent. As
stated in M. Myers' rebuttal testinony, since 2009 the 5
percent sharing mechani smhas equated to $42 nillion in actual
prudently incurred costs which have not been recovered by the
utility. That neans a 15 percent sharing woul d have resulted in
$126 million in unrecovered prudently incurred costs. Now,
perhaps Ms. Mantle does not consider those nunbers significant,
but ny managenent certainly does.

A change in the FAC sharing percentage is not
needed. Ameren M ssouri manages these costs and revenues
appropriately and all such requests have been rejected by this
conm ssi on over and over and over. The fact is, we are here
again today to hear the same arguments as before. Your ruling
shoul d be the same as it was before. There's no reason to
change the sharing percentage in the previous 18 cases where an
attenpt to do so was nade and there's no reason to do so today.

Thank you for your tine.

JUDGE DI PPELL: Thank you. Conm ssioners, did
you have any questions for Ms. Tatro at this tine?

COWMM SSI ONER KENNEY: | have no questions.

MS. TATRO W have printouts of someone wanted

TI GER COURT REPORTI NG LLC 303
WAV TI GERCR. COM  573. 999. 2662



© o0 ~N oo o B~ w N

N O N I I S R e e S N N T i o e
g &5 W N P O © © N o O b w N kB O

ER-2019-0335 , Vol. XV

to see this. | knowit's not very legible up there.

JUDGE DI PPELL. Ms. Tatro, could | get you to,
before you sit down, could | get you to come over here and --

MS. TATRO. You're asking me to do tech stuff.
Ckay.

JUDGE DIPPELL: | am Find the escape key on
t he keyboard and | think that that will take your presentation
down, or you can just close it.

MR. LOAERY: No pressure.

M5. TATRO. Yeah. | warned you.

MR HALL: We can bring that back up.

JUDCGE DI PPELL: Ckay. That's fine. Conm ssion
Staff?

MS. BRETZ: Good norning. My it please the
Commission. M name is Karen Bretz representing Staff.

The fuel adjustnent clause, commonly known as
the FAC, is designed to address fuel and purchase power cost

volatility, as well as off-systens sales.

JUDGE DI PPELL: M. Bretz, let me ask you to get

alittle closer to your mc.

MS. BRETZ: kay. |I'Il raise it up alittle
bit. I'malittle taller than Ms. Tatro.

The Comnmi ssion has traditionally applied a
sharing mechanismthat allows the utility and its ratepayers to

share in over and under collections. |If actual incurred fuel

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

304



© o0 N oo o A W DN

N T T N I T S R e e R N T o e
g B W N P O © 0 N O OO M W N L O

ER-2019-0335 , Vol. XV

and purchase power costs are |ess than estimted, 95 percent of
the savings is returned to customers and the utility keeps the
other 5 percent. At the sanme tine, if actual incurred costs are
more than estinated, the utility receives nore tinely recovery
of 95 percent of the difference. The Conmission has stated that
this sharing nechanismgives the utilities an incentive to
econom ze and allows ratepayers to share in any savings.

Staff and Ameren support maintaining this 95-5
sharing. OPC advocates for changing the nechanismto 85-15.

OPC advocates for this because OPC believes that Areren is
trying to gain the FAC for PR purposes. OPC believes that while
Ameren has stated that this is a rate decrease, its actually a
rate increase. According to OPC, Ameren proposes artificially

| ow normal i zed fuel and purchase power cost in this case to keep
base rates down. OPC believes that Ameren will make up for this
difference with higher FAC costs down the road, and that the
95-5 sharing nmechanismis not enough incentive for Aneren to
front end nore normalized fuel and purchase power costs.

So where does OPC cone up with this 85-15
proposal ? OPC uses an analogy. It anal ogi zes the FAC statute
to the Plant In-service Accounting comonly known as Pl SA
statute. The PISA statute allows a utility to recover 85
percent of total depreciation expenses and return associ ated
with eligible plant additions in subsequent rate cases. Wile

the FAC does not specify a sharing nechanism the PlISA statutory
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-- the PISA statute is a statutory 85 percent requirenment. PISA
is asignificantly different type of regulatory nechanismfrom
the FACin that PISAis a one-way street. Ratepayers always pay
for PISA up to the statutory rate caps and there is no refund
mechani sm

So where are the simlarities between the FAC
and PISA statutes? M. Mantle states that the simlarities that
both statutes create incentives to protect ratepayers
interests. That's it. The differences in these two statutes
overshadow the simlarities. Please keep in mnd we are talking
about two different types of costs. PISA applies to capital
cost while the FAC applies to purchase power cost. FAC can
either be a ratepayer expense or a refund. PISA is always an
expense and it's a guaranteed recovery. OPC s analogy is not an
apples to apples analogy. It's actually apples to pineapples.

Also attached to M. Meyers' rebuttal testinony
is alist of cases in which the Conmi ssion has ordered a 95-5
sharing mechanismin the face of proposals fromvarying parties,
just not OPC, to split it in other ways. M point is that the
95-5 sharing mechani sm has w thstood chal | enges from numerous
parties. Further, all parties have had an opportunity to review
Aneren's fuel and purchase power costs and the nodeling. As it
i's, OPC has no proposed changes.

We recommend that you continue to order the 95-5

sharing mechanism Thank you. And we will tender Staff nenber
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Lisa Wl dhaber to answer any questions that you may have | ater.
JUDGE DI PPELL: Any questions for Ms. Bretz?

COW SSI ONER HOLSMAN:  No questions. Thank you.

JUDGE DI PPELL: Thank you, Ms. Bretz.

And | apol ogi ze, M. Coffman, | should ve |et
you make your entry of appearance. Wuld you like to do so at
this tine?

MR COFFMAN.  Thank you, Your Honor. John
Cof f man appearing on behal f of the Consumers Council of
M ssouri, 871 Tuxedo Boul evard, St. Louis, Mssouri 63119.

JUDGE DI PPELL: And did you have an opening
statenent this norning?

MR COFFMAN. | do.

JUDGE DI PPELL: Al right.

MR, COFFMAN: Ckay. My it please the
Comm ssion. |'mrepresenting the Consumers Council of Mssouri,
and 30 years ago it was the Wility Consumers Council of
M ssouri, under a different nane, and at that tine -- or rather
in the 1970s, that's when the history of the fuel adjustnent
clause begins. So |I'mgoing back, a little bit further back so,
you know -- fromthe beginning of Union Electric Conpany had its
certificate until about the md 1970s. There was no fuel
adj ustment clause. Fuel costs were overestinated and the
utility bore the risk. As you know, they have some control over

costs, and the probl em which was definitely a double-digit
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return on equity at that time was considered sufficient
conmpensation for the utility to nanage the fuel costs.
Qobvi ously, they have sone control over fuel costs. Maybe not a
lot or -- you know, they say it's a little bit of control, but
it's some. Contrast that with utility customers. Uility
custoners have zero control over these fuel costs. So it didn't
seem appropriate that there should be sone special insurance
policy for the utility until about the md-1970s and fuel costs
were becom ng nore volatile and were high at that time. The
Uility Consumers Council of Mssouri thought that was unfair
Pi ecemeal ing out this single issue nechanismdidn't seemquite
fair. The consuners had to bear the volatility for this when
they had no control over it.

That issue was taken all the way to the M ssour
Suprenme Court in the fanous UCCM 1 case. You may have heard
about that. That's really the guiding star of us consumner
advocates in Mssouri. It struck down the fuel adjustnent
clause as being unfair. Although they did note that the
| egislature had the ability to -- if they wanted to, to wite it
in, but the current |aw said that the Public Service Commi ssion
needs to look at all relevant factors and so you weren't -- you
shoul dn't be breaking out and unraveling the rate case process.

So we went back to -- we went fromthe utility
bearing 100 percent of the risk to consumers bearing 100 percent

of the risk for a couple of years to back to the utility bearing
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100 percent of the risk, and that was from 1979 to about 2009.
So for about 30 years we went back to the old way of doing
things where the utility had to bear 100 percent of the risk.
And during that tine it was interesting. Ameren took the tactic
that they were actually kind of proud of. They said it forces
us to sharpen our pencils and they said, you know, our fue
costs were better than other utilities because they had to
real ly focus on that cost because they have a |lot at stake in
it.

Vell, the legislature, in 2005, adopted a
statute for the fuel adjustnent clause and that's where the
story, | guess, begins as you've been telling it before.

It's very clear fromthe statute that the
Commi ssion is supposed to revisit this, that the Conmm ssion has
the ability to adopt, reject, or nodify in every case. So |
think it is entirely appropriate that we talk about it. That
statute, as you know, also says that the Conm ssion shoul d
consider incentives. And in that first case in 2008, 2009, we
had a variety of different proposals. There was significant
testinony about how a 50-50 sharing woul d be an appropriate way
to do this. Sone parties said 85-15 and so forth. No party
proposed anything as |opsided as 95-5 percent.

As | recall the agenda neeting at that tine, al
t he conm ssioners were | ooking at a significant bal anced sharing

mechanism One conm ssioner held out and didn't want any
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sharing. That was Conm ssioner Mirray, fornmer state
representative Connie Whle Mirray. And there was sort of a
negotiation at the Conm ssion and they settled on 95-5. She
was W lling to agree to at |east 5 percent.

So at that time the understanding was that we
were going to see how that worked and continue to revisit the
Issue, and it has. But for sone reason that particular 95
percent lug that the consumers have to bear has continued case
after case after case, but it isn't fair. Uility has sone
control. Consumers have none. Uility has a very generous
return on equity to manage its costs.

The standards shoul dn't be prudence. The
standard should be is this what is going to really get the
attention of the utility. | think it is inmportant -- | think it
Is msleading to describe this as sone sort of a disallowance.
It is not a disallowance. It is symetrical. Costs go up and
down. The question is how much of an insurance policy should
consunmers have to bear for something that they have no control
over? | say that the sharing should at |east be 15 percent.
From a consuner perspective this is extremely |opsided and we
are not convinced that it has gotten Ameren to focus on these
costs. The nost el egant and the best consuner protections are
those that are built in and are not based on prudence. W have
al nost no confidence in the prudence process anynore. The

evidentiary burden has placed so high I'"mnot even aware of any

TI GER COURT REPORTI NG LLC 310
WAV TI GERCR. COM  573. 999. 2662



© o0 ~N oo o B~ w N

N O N I I S R e e S N N T i o e
g &5 W N P O © © N o O b w N kB O

ER-2019-0335 , Vol. XV

prudence that is actually succeeded in this case. And that
doesn't mean we don't have it. Look, ny client can't afford a
fuel nodeling system |t does not have the resources to
actually launch a prudence investigation. But we rest a little
easier at night knowing that the utility has sonme skin in the
game. So the question to you is, is 95-5 fair or can we bal ance
this alittle bit better. That's all | have.

JUDGE DI PPELL: Thank you. Are there any
questions for M. Coffman?

COW SSI ONER KENNEY: No. Thank you,
M. Cof f man.

JUDGE DI PPELL: Thank you, M. Coffman.

O fice of Public Counsel?

MR HALL: Let's just get this set up.

MR KEEVIL: | thought Ms. Tatro erased that.

M5. TATRO. | tried

MR HALL: My it please the Conm ssion. At the
outset | feel the need to depart frommy sem -scripted notes and
presentation on this point, because |I find it hard to sit there
quietly and have accusations thrown at nmy office that aren't
true. | encourage you to reread the testimony of Ms. Mantle.
Nowhere in her testinony does she allege that Aneren engaged in
any mani pul ation or that Staff engaged in manipulation. |If
sormeone's feelings were hurt or if there were accusations on

this point, I wish that had been discussed with our office
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prior. \Wat Ms. Mantle's testinony spoke to was how the FAC can
operate and what inpacts that can have for customers, regardless
of the utility.

Returning to the issue at hand, the final
dispute in this case is how much of a sharing mechani sm shoul d
exist wthin the FAC. Restated, how nuch of an incentive should
t he Conpany have to reduce fuel costs and its utility operations
goi ng forward.

We've all talked -- nmost of the attorneys here
have tal ked about history. Let's go back to bygone era of 2005
before we had an FAC. So here, this block that | put up on the
screen is a representation of fuel costs that are put into
rates. This is the NBEC nunber or net base energy cost nunber
that we discussed |ast week. This nunber includes projections
of off-systemsales, it includes the cost to procure fuel, the
cost of operation, transmssion. There's a nultitude of other
factors that I'mgrossly overstating. But regardless, in this
matrix here this is what we decided to go in rates and then that
Is what is paid for prospectively going forward.

However, estimates don't often reflect reality
of the future. Otentines, a situation looks like this, with
this black box here. This, I'mcalling a deficit. This
represents a scenari o where costs have increased fromwhat they
were projected in the rate case.

Wt hout the FAC, the Conpany woul d have to eat
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that until they come in for its next rate case. This is the
boogeyman that is referred to as regulatory lag. On the other
side, though, this is the incentive. This is what keeps -- this
I's what incentivizes the Conpany to keep the costs low, and if
costs go bel ow what were set in the rate case, that is a boomto
t he Conpany goi ng forward.

But then come 2006, we don't have this anynore.
We have an FAC. What happens in an FAC? This yellow block is a
representation of what customers foot. This -- again, this is
the exanpl e of when costs are higher fromwhat they were
projected to be in the past for whatever reason, possibly the
cost of fuel went up, transm ssion cost, any other nultitude of
factors. Custoners are paying for 95 percent of the
differential. The Conpany's skin in the game is 5 percent, not
5 percent of total fuel costs, but less than 1 percent of total
fuel costs. W're only dealing with 5 percent of the
differential. Wth this FAC system the utility is still
recovering over 99 percent of all fuel costs, of course, those
that are prudently incurred.

This is what we're tal king about right now
This five or less than 1 percent incentive. Wuere did this
incentive cone fron? This is the | anguage of the authorized FAC
statute. Note that it doesn't say anything about a sharing
mechanism |t doesn't prescribe any specific nunber. It sinply

advi ses that the Comm ssion has discretion to include an
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incentive to inprove efficiency and cost effectiveness when it
approves any fuel adjustnent clause.

Your predecessors decided on a ratio of 95-5.
They recogni zed that you had to include sone type of efficiency
incentive. Qherwi se, there would be no -- the Conpany woul d
pursue to recover all of the excess costs and argue that they
are all prudent. Wth some skin in the gane, you're still
havi ng some encouragement to reduce costs.

The issue that we are debating nowis is that
enough. Wen 95-5 was selected, and it has been reaffirmed
since 2007, the market has changed. Technol ogy has inproved and
utilities have inproved. W should recognize that and
reconsi der this issue.

| have reprinted one of blocks fromthe prior
slide, again, show ng the hypothetical where costs increase and
you have a utility with an FACwith a 95-5 sharing.

Let's look at the opposite exanple again. So
this clear box, I"'mrepresenting that that's the deficit when
costs decrease fromwhat they were expected in the rate case.
Wthout an FAC, this is regulatory lag to the benefit of the
utility. They get to keep that until the fuel costs are
recal culated in the next rate case. Wth the fuel adjustnent
clause with a 95-5 sharing, custonmers are getting 95 percent of
that gain. The utility is getting 5 percent. Again, 5 percent

of the differential, which is less than 1 percent.
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Just |ast week Comm ssion Rupp took unbrage with
whether a 1 percent price variation in a tine of use rate would
be enough of a price signal to induce changing custoner
behavior. |If this conm ssion is cognizant that 1 percent may
not be enough for tine of use, we're sinply asking for you to
consi der and apply that sanme logic here in the fuel cost regine.
If the Conpany is only getting 1 percent of its gains, why woul d
it necessarily want to achieve those gains? And this is not an
accusation towards Ameren. This is just saying look at the
situation here

Consi der the issue of self-dispatch or
self-commtnments that were brought in this case. Sierra Cub
all eged certain self-commtnent and self-dispatch practices on
Aneren -- or accused Aneren of certain self-dispatch and
self-commtted activities. W are not raising those accusations
today, but in this scenario why wouldn't a utility self-commt?
|f costs increase due to self-conmmt decisions, costs increase
and then they recover 95 percent of that increase.

Now, you m ght be saying to yourself, well, they
woul dn't do that because that gets caught on the back end with a
prudence review. Again, FAC only counts for prudent incurred
costs, and the self-dispatch as alleged by Sierra Club they're
al | egi ng inprudence so that wouldn't work in the FAC, except
there's the realistic -- there's the practical real issue of

accounting for that in a prudence review.
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When Comm ssioner Hol sman asked for specific
data to be included and presented to the FAC, that was included
in the stipulation agreenent that addressed the self-commt
I ssues. The answer fromthe Conpany was that that data was too
vol um nous to even put into your filing system An FAC review
Is six nonths long and it addresses a nultitude of issues that
are all put into the FAC, not just self-commt. | struggle to
see how an adequate prudence review of that one issue can be
done when everything else is considered.

|"d also invite you to read the testinony of
Staff's own w tness Shawn Lange when discussing the self-conmt
I ssue. He remarked that, Due to the highly confidential nature
of utilities market-bidding strategies, it is highly unlikely
that any party other than SPP or M SO have the raw data,
model i ng software access, and resources to conduct such an
extensive analysis of nmarket trends. Your staff is put in the
real problemscenario of they admit that they do not have al
data available to do a full conplete prudence review of this one
I ssue in a prudence case.

In that situation, there is an inherent problem
with this framework. The utility will have nmore incentive to
engage in behavior where costs increase versus a situation where
they get 1 percent of the gains fromreducing costs.

Now, how does OPC s proposal address that?

Again, here is a reprint of the current scenario and a

TI GER COURT REPORTI NG LLC 316
WAV TI GERCR. COM  573. 999. 2662



© o0 N oo o B~ w N

[ S S e \ N S T \C R et ot N e T e B o B e T o B o S o
a A W N PP O © 00 N OO OB~ W N+, O

ER-2019-0335 , Vol. XV

hypot hetical where a utility |like Areren does the good thing and
reduce costs. Here is a representation of our proposal. W are
proposing tripling the efficiency incentive. The utility gets
15 percent of the gains and the custoners only get 85 percent of
the gains. This is one of those rare instances in government
where you can have a win, win, wwn. The utility is still
recovering. Al nmost 99 percent of all fuel costs through this
FAC -- through our FAC mechanism Customers are still insulated
fromthe majority -- they are still receiving fast majority of
the gains fromfuel cost decreases and you can -- those two
results come fromthe fact that you have tripled the utility's
incentive to do better. This is not a punishnent. This is a
bal anci ng nechanismthat is a good thing.

So why 85-15? Yes, Ms. Mantle turned to
recently passed | egislation. SP564 passed in 2018 included the
Pl ans | n-service Accounting provision or PISA. PISA had a
sharing mechanismfor -- what is the best way to describe this
-- what was the concede of PISA? The prom ses that were nmade
down the street were that incentives were needed to encourage
utilities to engage in nmore capital investment in the state,
but, again, there was concern that if you just wholly
incentivize to and engage in capital expense that they'll just
run wild with noney and engage in so nuch nmore cost and they'l|
cause a rate shock. So a bal ancing was necessary.

The legislature, that is, representatives duly
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el ected by the people picked 85 percent, based off 15 percent is
t he adequate skin in the gane for the utility to still be

i ncentivized to engage in capital cost investnent while also

i nsul ating custoners sonmewhat .

Now, there's been claimthat this is a msmatch
that FAC can't be conpared to PI SA because one's capital cost
and one's fuel costs. The idea is that capital cost can be
controlled but fuel cost can't. | nean, | think this is news to
a lot of people trading the markets right now. Capital cost can
i ncrease due to international nmarket. We've seen this with
tariffs, steel prices. Steel prices have gone up and fuel costs
are wholly -- fuel costs are not wholly in control of the
utility, but the utility does have control. They return to
short termand long-termcontracts. There's hedging. Ameren
has an entire group devoted to the procurenment of uranium oil
natural gas, and coal

Frankly, if you go with our proposal, Ameren
woul d make noney. Since Aneren's |ast rate case to now, Ameren
has given nore noney back to custoners through the FAC than what
they -- they have given noney back to custoners through the FAC
If we had gone with the 85-15 in Areren's |last rate case, Areren
woul d make nore money. That's what they are objecting to. The
only reason why you woul d have to disagree with that is that you
have to say that Ameren didn't have any control of its fue

costs. | think that's a disservice to what the profession of --
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the people Areren is enploying.

Why does Aneren M ssouri enploy Andrew Meyer to
be in charge of this fuel group if they have no control of their
fuel costs? Wy not just have a single person who's pushing a
button at a randomy self-commtting plant if there is no
control? There is control.

And we're not asking you to punch the Conpany.
W' re asking you to increase the incentive for themto exercise
that control and to be better.

If you have any nore questions on this point, |
can attenpt to provide a nore coherent -- | can attenpt to
provi de a coherent response. However, | invite you to ask
questions of our witness Ms. Mantle. She has nearly four
decades of experience in the utility sector working on both
Staff and Public Counsel. She has been working with the FAC
since its inception and she is our office's chief engineer.

Q herwise, inclosing, | believe | have to formally ask that
this be -- I"'mnot admtting it for any -- |'monly asking that
it be in the record for denonstrative purposes.

JUDGE DI PPELL: | can mark that as a
denonstrative exhibit, and | wll just -- just for the record
give it -- mark it as Exhibit 215 as a denonstrative exhibit,
and that is Public Counsel's PowerPoint fromtheir opening
statement .

Are there any questions for M. Hall?
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COW SSI ONER KENNEY: | have one brief question
and | would ask Ms. Mantle but she hasn't been involved in al
these cases. But going back to 2008, OPC has recommended
sharing mechanisns from50-50 all the way up to 90-10 and
several in between. Correct?

MR HALL: Correct.

COW SSI ONER KENNEY: So this case, OPCis
reconmendi ng the 85-15 strictly on the fact that the legislature
made a decision on a piece of legislation to do that on what
many think is a different conflict?

MR HALL: So | think that is a good question,
and that does deserve a clarification. So going back to this
slide -- I'"mjust going back one slide to Slide 5 addressing --
this shows our proposal versus what exists now Public Counse
has consistently believed that a higher incentive is needed in
the FAC, the utility needs nore skin in the game, not only to
protect customers on the front end for when costs increase, but
al so to encourage the utility to continue to decrease costs
goi ng forward.

You're right, we have gone -- there has been
sone different variations of the request. Even Staff at one
poi nt suggested 85-15 in the past. Wy we're picking 85-15 now
I's because the legislature was silent when it first passed FAC
It knew that you guys needed discretion to decide what incentive

was necessary, but it left that up to you. However, the
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| egi slature has not stayed silent. Wen it nost recent -- when
It has nost recently been debating how much skin is needed in
the game, it drew on 85.

COW SSI ONER KENNEY: But the skin was -- you'r
tal king about fuel adjustment costs. Right?

MR HALL: Yes. The debate that |'m--

COW SSI ONER KENNEY: This is the cost of --
we're tal king about a fuel adjustnent clause. Correct?

MR HALL: Yes.

COW SSI ONER KENNEY: But the |egislature did
not address a fuel adjustnent clause. Right?

MR HALL: The legislature did not anmend this
the legislature did not anend this statutory |anguage regarding
the FAC and what the accepted mechanismis. Correct. |
bel i eve --

COW SSI ONER KENNEY: They did tal k about 85-15
inadifferent topic, a different subject, but it did involve
utilities. Correct?

MR HALL: Correct.

COW SSI ONER KENNEY: So you're nmaking the case
that because they made a distinction regarding a utility it goes
across the board? | nean, it should be in all costs?

MR HALL: Rate mechanisns are inherently an
exception to the rule that | showed prior, which is that in a

pure regulatory lag framework there's just a zero-zero sharing.

€
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| think since we have the nost recent manifestation of what the
M ssouri body politic is going to bear. That is 85-15. | think
that deserves sonme due consideration.

You are right, Conm ssioner, that they did not
anend this language. The legislature did not decide to
paternalistically tell you that this sharing in the infancy
shall be 85-15. But | don't believe it's because they wanted
you to just maintain 95-5 and stay the course with regulatory
nurtia; however, | do believe that this power was left to you
because there are cases, not in this case with Areren that has
been a good actor recently, but there may be cases where a
hi gher sharing may be necessary, say a 50-50 sharing ratio may
be necessary if future evidence shows that a utility has engaged
i n prudent behavior or isn't pursuing every cost effective
measur e possi bl e.

COW SSI ONER KENNEY:  That makes sense. But
we' re not saying Areren has been inprudent. Correct?

MR. HALL: Correct.

COW SSI ONER KENNEY:  The legislature told us
how PI SA standard woul d be handl ed, 85-15. Correct?

MR. HALL: Correct.

COW SSI ONER KENNEY:  Going forward. So they
told us it's 85-15 on PI SA?

MR, HALL: Yes.

COW SSI ONER KENNEY:  They haven't touched the
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FAC, that statute? You just said they haven't -- that's what
we're dealing with. Right?

MR HALL: So when you say haven't touched t hat
statute --

COW SSI ONER KENNEY: | mean, they didn't change
that statute? They didn't tell us what to do? They didn't go
in there and say we want it to be 85-157?

MR HALL: So, Conmi ssioner Kenney, |'m not
disagreeing with you. [I'mnot neaning --

COW SSI ONER KENNY:  You' re not.

MR. HALL: There was -- there were anendnents to
the specific statute. So SP564 did touch on that statute. So
for purpose of this record, this |anguage --

COW SSI ONER KENNEY:  You're dealing with five
ex-senators, offering an amendnent doesn't mean nuch.

MR HALL: So to answer your question, and
agreeing with you, this language that we're debating, that is
the | anguage that authorizes the efficiency incentive, that was
not explicitly changed by SP564.

COW SSI ONER KENNEY: | think we agree on all

t hat .

MR HALL: Yes.

COW SSI ONER KENNEY:  Thank you.

JUDGE DI PPELL: M. Chairman, you had a
foll ow up?

TI GER COURT REPORTI NG LLC 323
WAV TI GERCR. COM  573. 999. 2662



© o0 N oo o A W DN

N T T N I T S R e e R N T o e
g B W N P O © 0 N O OO M W N L O

ER-2019-0335 , Vol. XV

CHAI RMAN SILVEY: Yes. Thanks. Just to follow
up on that, the legislature clearly during that debate coul d
have?

MR HALL: Coul d have anmended this authorizing
| anguage regarding the efficiency incentive? Yes, it could
have.

CHAI RMAN SI LVEY: And they could have said
85-15, which is what you're wanting us to infer when they were
specifically silent; is that correct?

MR HALL: What |I'm asking you to consider from
the | anguage within PISA is that we now have sone explicit
gui dance on what is the baseline sharing that is necessary to
encourage the utility to engage in investnent while still
protecting custoners. That is what the |egislature decided was
a fair sharing. | don't believe the legislature --

CHAIRMAN SILVEY: But isn't it also fair to say
that the legislature decided that was a separate issue by not
addressing this when they specifically anmended portions of this
statute?

MR HALL: | can certainly see your argunent,
Chai rman, and reasonable m nds may disagree, but | believe that
the legislature did not explicitly address this |anguage for the
hypot hetical that | presented, that 85-15 may be a baseline but
that there may be particular utilities that in certain instances

a different sharing nechanismmy be required. Again, the FAC
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statute does not state that the efficiency incentive is to be
uniformin all utilities. That is not to say we are targeting
Amreren on this issue. You can read the pre-file testinony of
Ms. Mantle in the ongoing Enpire case, and we're raising the
85- 15 agai n.

CHAI RMBAN SI LVEY: So follow ng that |ine of
| ogic, that the Conm ssion should have the ability to set the
rate differently to address specific situations where utilities
may need a higher cost-sharing. Wat has this utility done that
makes you believe that they should no | onger have 95-5? Wy are
we now tal king about this?

MR HALL: So there are two answers to that
question, and | think those hit on key points. One is that --
and with no offense to Areren, they are the first -- they happen
to be the first utility with a rate case that is initiated
following the effective date of PISA It would not have been
proper to raise that argument -- raise the PISA argunment in the
| ast rate case. W're raising it as the rate cases come in.

CHAI RMAN SILVEY: But you've tried to -- you've
rai sed the argunent of changing this cost-sharing in nultiple
cases over the years.

MR HALL: Onh, yes. But in this case | do
believe that there is, frankly, nore basis than our past
argunments. It's a lot |ess nebulous. W are actually able to

poi nt back to sone specific guidance. And as a second answer to
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your prior --

CHAI RVAN SILVEY: [Is it specific guidance though
or is it you're inferring guidance when the |egislature was
silent?

MR HALL: | see it as specific guidance as to
what type of sharing was necessary to get |egislation passed.

Now, as a second answer to your point though, so
we' ve heard from Aneren's counsel that this $42 mllion figure
-- the $42 nmillion is real dollars, according to Aneren's
counsel. $42 million is how nuch noney and prudently incurred
cost that Aneren hasn't recovered over ten years throughout the
FAC. That is the 5 percent that was -- that is 5 percent of the
differential that was |ost when costs increased over the past
ten years. |If that is real dollars, then | wonder why M. Byrne
in his rebuttal testimony refers to $218 nmillion as not nateria
regarding the affiliate transaction issue. If $218 nmillionis
not material, | don't think $42 mllion is an incentive. And so
that's why we think that a higher incentive may be necessary.

MR. LOAERY: And, Your Honor, | apol ogize, but
I'"mgoing to have to object if M. Hall is going to testify
about what the record says. |'mconfident M. Byrne did not say
$218 nmillion dollars -- the $218 mllion disallowance that
M. Schal | enberg proposed was not material. So he's msstating
the record. And | think since we don't have any ot her

opportunity to deal with that, I want to make sure the
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Conmmi ssion is aware of that.

MR HALL: | would invite that the Conm ssion
read the testinony now, and also | would rem nd everyone that
M. Byrne is going to be on the stand today and we can address
t hat .

JUDGE DI PPELL: The testinmony wll speak for

itself at this point, assumng that it gets entered into the

record.

CHAI RMAN SILVEY: | have no nore questions at
this tine.

JUDGE DI PPELL: Conmi ssi oner Rupp?

COW SSI ONER RUPP:  Good norning. | appreciate
the shout out fromthe 1 percent fromlast week's. | guess this

boils down to -- you know, going back to your comment about, you
know, the hearing we had |last week, if a half a cent is not
sending a price signal on the time of use rates, is -- are we
sending a price signal strong enough to this conpany to, you
know, change their behavior or to incentivize their behavior?

I's that kind of where you're going wth this? 1Is there not

enough of an incentive for themto alter behavior where these

| evel s are?

MR HALL: | think that was the argument | was
trying to make. | could state it nore eloquently.

COMWM SSI ONER RUPP:  No, no. | think you did it
well. | think the chairman brought up sonething |ike has Aneren
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done anything, you know, to show evidence and stuff that they
haven't been prudent or done anything -- not cutting enough
costs or something. | can't remenber exactly what he said, but
--and | don't believe they have in this case. However, let's
assunme there is a scenario where maybe there is a utility that
has historically lost, let's say, | don't know, $100 million in
their hedging practices and there hasn't been any change from
that utility because there's not really an incentive because it
kind of flows through the FAC. Do you envision that being a
scenari o where there's not a strong enough of a price signal to
the utility to change a behavi or and change their practices when
t hey have continually just had cost, cost, cost?

MR HALL: | can certainly imagine in that
hypot hetical that that is a scenario where one person could -- a
person coul d reasonably ascribe that type of behavior to a lack
of incentive to decrease costs. | would need to know nore
particulars on why the hedging practice was adopted and what
exactly we're dealing wth.

COMM SSI ONER RUPP:  Then | sincerely hope that
in future cases that may come before this comm ssion that your
guys' office take strong consideration of your argument if
certain situations like that were to present thensel ves.

MR HALL: O course. Duly noted.

COW SSI ONER RUPP:  Excel l ent. Thank you.

JUDGE DI PPELL: Conmi ssi oner Hol sman?
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COW SSI ONER HOLSMAN:  Thank you. So | had the
benefit of actually being in the roomwhen this -- the 564 was
bei ng debated and discussed. | think that it is very clear by
the legislature not taking a specific anendment or action on
this | anguage, the intent was to allow for this conm ssion to be
the arbiter of that percentage going forward, and the fact that
PISAis 85-15 as the legislature's determnation that that's
where they wanted those percentages to fall for that particular
section of the statute.

Now, having said that, you al so said that Ameren
hasn't done anything that has raised a flag or required to seek
a change fromthe 95-5 or that they've done anything to abuse
that. So why -- ny position would be this conm ssion because of
that statute possesses the ability to nake those changes
whenever we determ ne those changes are necessary. So
woul dn't automatically dismss a change if a utility has shown
behavi or that needs to have an adjustnent. But this case nmay
not be that place to do it if, by your own adm ssion, there
hasn't been the behavior to necessitate it.

So going forward, the scenario where you said
50-50 mght be nore appropriate to fix a problem there's
nothing in that statute that prohibits us from making that
determi nation except for the circunmstantial evidence that we'd
require at this time. So |I'mopen to future changes, but |

would like to see the evidence behind the utility's behavior
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that's necessitating it.

MR HALL: | can certainly respect that
response, Conmm ssioner Holsman. But if | may, | think a
realistic consideration for our office is that we needed to
denonstrate that our suggestion that the FAC the share mechani sm
shoul d be changed we need to denonstrate that it's sincere. W
can't just say, well, 17 times is the charm No. |f we had not
-- there is a reason why this is one of that |ast remaining
issues to be litigated. |If we hadn't raised this issue for this
case, when it came up in Enpire this conm ssion may reasonably
judge us as not being sincere in our arguments and that we're
just picking on Enpire. | think Areren is correct that
regul atory consistency is a key to good government. So we're
asking that the FAC incentive be changed for not only Ameren,
but --

COW SSI ONER HOLSVAN:  But if regulatory
consi stency were the paramount subject, the |egislature would
have changed the statute and made it consistent with PISA.  The
fact that they didn't nmeans that consistency is not the nost
i mportant aspect here, that our judgnent of being the
representatives for the Conmssion to make this determnation is
what is inportant going forward. So if Enpire has a different
set of circunmstances that has your office saying we need to have
an adjustment here, that's up to us to decide whether that

evidence is there to agree with you, not necessarily just saying
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we need to make a change for the sake of future cases that may
requisite

MR. HALL: Conmi ssioner Holsman, | don't believe
we actually disagree on that point, and you certainly have nore
first-hand know edge of what was di scussed on the senate fl oor
versus nmy own. But we agree that the legislature maintain your
discretion. They have not paternalistically told you that FAC
shall remain 95-5 regardl ess of changes. From Aneren's filing
reduced its fuel costs like -- when they filed this case, it
reduced its fuel costs, its net based fuel costs $108 mllion
That was a good thing. They should be -- utilities should be
rewarded for good behavior and that is what the 85-15 proposal
does.

COW SSI ONER HOLSMAN:  Apparently not according
to the utility in this particular instance. Mybe in one in the
future they may see a benefit in making that change, but now
they' re in opposition to that change, and w thout any evidence
of saying it's requisite, | think that -- nmy position would be
open to that change in the future. So if your office sees it
being -- evidence as being present, | encourage you to continue
to have this discussion, but that's the position that | fee
we're at at this juncture. Thank you.

JUDGE DI PPELL: Conmi ssi oner Rupp, do you have
anot her question?

COW SSI ONER RUPP:  Yes, | did. | want to
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foll ow up on Conmi ssioner Holsman's question. Wuld your office
take issue if this conm ssion decided that the FAC anbunts was
not uniformfor all utilities, if we |ooked at it as an
incentive to the utility and we had made adjustnents of those
based off the actions of that utility, or do you think fromyour
of fice standpoint that all utilities need to be treated the sane
when it comes to the FAC?

MR HALL: See, you never want to ask an
attorney an ever or a never question, because they'll never give
you a straight answer. But what | can tell you is, | see
nothing in this statute that prohibits that type of regulatory
framewor k where an FAC sharing mechani smmay be different in one
utility versus another. Again, that's left to your discretion
That's not what we're asking for at this tine.

JUDGE DI PPELL: Any ot her questions,
commi ssi oner s?

All right. M. Hall, you may step down.

At this time | would like to go ahead and take a
short break. W're going to break for ten mnutes, and then
when we return, we're going to try to continue with all of the
W t nesses and maybe even finish before agenda time. W wll
stop at probably around ten till noon for agenda.

So let's go ahead and take a short break and
cone back at 10:15.

(OFF THE RECORD.)
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JUDGE DI PPELL: Okay. We're back on record
after our break. W are ready to begin with witnesses. Anmeren?
MR. LOAERY: Your Honor, we call Andrew Meyer to
the w tness stand.
(Wtness sworn.)
JUDCGE DI PPELL: Go ahead, M. Lowery.
MR LOAERY: Thank you, Your Honor.
ANDREW MEYER, being duly sworn, testified as foll ows:
DI RECT EXAM NATI ON BY MR. LOWERY:

Q M. Meyer, would you pl ease state your nane for
t he record?

A Andrew Meyer.

Q Did you cause to be prepared for filing in this
docket three pieces of testinony direct, rebuttal, and
surrebuttal, which have been marked for identification as
Exhibits 6, 7, and 8?

A Yes.

Q Do you have any corrections to any of those
testi moni es?

A | do not.

Q [f | were to pose the questions that appear in
those testinonies to you today, woul d your answers be the sane
as given in the testinony?

A Yes, they woul d.

JUDGE DI PPELL: M. Meyer, could | get you to
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move that m crophone so that -- there. Thank you

MR LOWERY: Wth that, Your Honor, | offer the
direct, rebuttal, and surrebuttal testinmonies of M. Myer,
Exhibit 6, 7, 8 and tender the wi tness for cross-exam nation

(WHEREIN;, Exhibits 6, 7, and 8 were offered into
evi dence.)

JUDGE DI PPELL: Woul d there be any objection to
Exhibit 6, 7, or 82 Seeing none, then | will admt those
exhi bits.

(WHEREIN, Exhibits 6, 7, and 8 were received
into evidence.)

JUDGE DI PPELL: |s there cross-exam nation by
staff?

MS. BRETZ: Nothing, Judge.

JUDGE DI PPELL: Consuners Council ?

MR. COFFMAN:  Sure, Your Honor
CROSS- EXAM NATI ON BY MR COFFMAN

Q Good norning, M. Myers.

A Good nor ni ng.

Q My name is John Coffman. | represent Consumers
Council. Let ne just ask you a couple of prelimnary questions.

I's the fuel adjustment clause sharing nmechani sm
a nmechani smthat allocates cost or allocates risk?
A My understandi ng of the fuel adjustnent clause

mechanismis that it is designed to allow utilities to recover
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prudently incurred fuel costs.

Q But the sharing nechanismitself is a mechanism
that allocates risk between the utility and its sharehol ders and
the custoners. Correct?

A Yes. There's an incentive aspect to it, yes.

Q And so when we're tal king about 95 percent, 5
percent, we're not talking -- we're tal king about which of the
two sides of the scales here have to bear the risk of
volatility. Correct?

A And cost.

Q Right. Right. And that translates into cost
and it could be up or down. But can you tell me why you think
it's fair that customers have to bear 95 percent of the
volatility of fuel costs in between rate cases?

A The utility has an obligation to serve
affordably, and we have this generation fleet that's there,
that's a | east cost solution, so we try to operate it, you know,
to provide reliable service.

Q And the utility has some control of where those
fuel costs land. Correct?

A We have a hedging programfor nost of the
commodi ties we manage, but that doesn't get us to 100 percent
certainty. And that hedging programonly inpacts the rate that
we mght pay. There's still another aspect of the calculation

of the volume. It's rate times volunme is going to get you the
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total cost, and the volunme of fuel consunmed can fluctuate for

its own whol e host of reasons, just like the rate can.

Q How many enpl oyees, how nmany FTEs does Ameren
enpl oy to manage fuel costs?

A Specifically in our fuel procurement group
there's ten to 12, | guess.

Q And | assune that there is -- that they're not

just sitting around just watching the numbers come in. Those
fol ks have to pay attention and nmake decisions to try keep those
costs under control. Correct?

A Absol ut el y.

Q And so you woul d concede, would you not, that
Ameren has sonme control, and those ten enpl oyees exercise
control in trying to nanager those costs?

A We do not control the market. The market
fluctuates with supply and demand, you know, at its own will.
We are a very, very small conponent of that. |If you're talking
about the rates that we pay for specific commodities, yes the

hedgi ng program all ows us sonme influence over the rate. The

volune is still largely in question.
Q And the decisions that those ten enpl oyees nake
have consequences for what -- how the numbers actually fall out

in the fuel adjustnent clause. Correct?

A Yes.
Q And do customers have any control over the
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hedgi ng, over the volune or the rates at all?

A The fuel adjustment clause rates?

Q Yeah. Do customers have any control over how
those costs fall out in the fuel adjustnent clause charges that
t hey have to pay?

A No, they do not.

Q So why is it fair that custonmers have to bear 95
percent of the risk of those decisions?

A Because they're costs that are prudently
incurred to result in a benefit to the custoner.

Q So you woul d agree with me that the 95-5is a
risk sharing -- | mean, you can -- | guess you can look at it as
a cost sharing, but it's also a risk sharing. Right? The risk
of volatility, the risk of fuel cost changing over tine.
Correct? That is, under this nmechanism the change is borne 95
percent on consunmers and 5 percent on the utility under the
current nechanisny is that --

MR. LOAERY: Your Honor, |'mgoing to object.
It's asked and answer about three timnes.

MR COFFMAN: | don't think | got a straight
answer .

JUDGE DI PPELL: 1'Il allow himto answer.

THE WTNESS: Yes, there is some risk on both
parties.

BY MR. COFFMAN
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Q And when you allocate risk -- you know, a risk
doesn't go away by putting into a mechanism it's transferred
fromone side to the other. Right? |If you were to change the
current mechanismfrom95-5 to 85-15, that would be transferring

sone of the risk fromcustomers back to the utility. Correct?

A Yes.
Q Risk is a zero-sumgain. Do you agree with
t hat ?
A Sure.
Q All right. And so Areren is -- would you say

that Aneren is confortable with only having to bear 5 percent?
Wul d you desire that to be zero percent? Wuld you Iike

consuners to bear 100 percent of the risk?

A No. We propose keeping the status quo
mechani sm
Q | mean, Aneren wasn't -- didn't |ike any

percentage originally, right, in 2008, 2009, but you've grown
accustonmed to 5 percent? You can live with it; is that fair?

A That's correct.

Q Ckay. And woul d you concede that it is a
symetrical mechanisn? So if the nechanismis changed to, say,
let the utility bear 15 percent of the risk of fluctuation,
woul d sone years -- financially, would that benefit the utility
and some years not? It could go up and down; is that fair?

A Yes.
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Q Ckay. But you don't believe that that snall
change fromb5 to 15 percent would incent any nore cost-effective
behavi or ?

A We have a whole list of reasons why we try to
reduce fuel costs as much as we have. | nean, it starts with
the fuel adjustnent clause in and of itself. As you described
earlier, you know, it's a privilege, not a right. And so we
totally recognize that we come forward and ask for it in every
one of these occasions and if we're not acting prudently, it
could just be taken away entirely. And then probably the next
bi ggest reason is the prudence review nechanism You know,
we' re maki ng econom ¢ decisions, we're not considering 5 percent
of the exposure. W' re making econom c decisions on a full
notional value and if that decision is deemed to not be prudent,
we expect Staff to identify it in a prudence review and we
expect the Comm ssion to disallowit.

Q | know you're not a |lawyer, but | assume that
you're intimately famliar with the fuel adjustnent clause
statute? You've read it?

A |"ve read it.

Q And so you're famliar with the provision that
was projected up there that tal ks about the incentive mechani sm

for cost effectiveness?

A Ri ght.
Q And that provision doesn't say that that shoul d
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be based on bad acts or abuses by the utility, does it? It's
not set up as penalty?

MR LOAERY: njection to the extent it calls
for a legal conclusion about what the statute is set up to do or
not to do.

JUDGE DI PPELL: | agree.

MR COFFMAN: 1"l withdrawal.

JUDGE DI PPELL: Thank you.

BY MR. COFFMAN:

Q Is it your opinion that Ameren shoul d not have
to bear anynore than 5 percent of the volatility risk unless it
has been caught red-handed with sone inprudence finding? Does
that --

A W already -- in the instances where sonething
Is deemed to be inprudent, we already bear nore than 5 percent.
Agai n, whatever that decision, the notional exposure of that
decision was, | expect the full amount of it to be disall owed.

Q Ckay. Al right. Well, let's just take all the
other considerations we tal ked about aside. |[If the sharing
percentage is -- if it were changed to say 50-50 sharing, there
woul d still be volatility, but it would be snoothed out over
time, would it not, for consunmers fromwhat it is currently?

A Volatility in what? The actual fuel adjustnent
cl ause rate?

Q In how nuch fuel cost changes consuners have to
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bear .

A Who's paying the bill? Yes.

Q This is what I"'mtrying to getting at. Tell me
i f you agree. The sharing percentage in one sense is about
volatility. Right? How nuch customers should have to bear as
far as fuel cost changes in between rate cases?

A It's an allocation of who's going to pay for
prudently incurred costs.

Q And over tine the nore risk that consunmers are
asked to bear, the nore volatile those rates are likely to be in
between rate cases; is that fair?

A |'mnot sure | get to that concl usion.

Q Do you understand the fuel adjustment clause to
be a volatility allocator, an allocator of volatility?

A No. | consider the commodity market thensel ves
to be volatile and uncertain. The rate, to me, is a reflection
of what actual costs were, you know, when conpared to the base
that was set in the rate case.

Q And so it's your opinion that customers shoul d
bear 95 percent of that actual volatility of fuel costs?

A W' ve asked to keep the sharing nechanismthe
same, yes.

Q If that sharing percentage is changed to
al l ocate some of the risk back to the utility, would that not

result in a snoothing out the fuel adjustment clause changes for
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consumers over tine? The increases won't be as high and the
decreases won't be as low;, is that fair?

A If you're asking me to assune that the
deviations fromthe base factor are always the same and they
share in less of the cost, then yes.

Q So which side -- which side do you think is
better? Fromthe custoner side and the utility side, which side
is better able to absorb volatility and costs? Take ny nother
for exanple, living on a fixed income, do you think that she has
the financial tools to mtigate changes in her rates as well as
the Aneren Mssouri utility?

A | don't know.

MR COFFMAN:.  Ckay. Fair enough. That's all |
have.

JUDGE DI PPELL: Thank you. Public Counsel ?
CROSS- EXAM NATI ON BY MR, HALL:

Q M. Meyer, good norning.
A Good nor ni ng.
Q Hel p ne out here. Am|l getting this right?

You're the senior director of the Energy Management and Tradi ng.

I's that a group wthin Aneren M ssouri?

A It is.
Q How many people are in that group?
A Roughly 50 people, but not all of themare

devoted to FAC managenent issues.
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Q Ckay. Do you oversee all of those people?
A | do.
Q I's there anyone above you in the Energy

Managenent and Tradi ng G oup?

A | report to the vice president and president of
Power QOperations and Energy Managenent and Tradi ng.

Q Ckay. How I ong have you been in that trading

group?

A |'ve worked in that trading group essentially ny

whol e Aneren career, which is 21 years now.

Q Twenty-one years. Have you always been with
Aner en?

A | had a job previously, but no.

Q Your testinony says you were enployed with

Continental Gain Conpany; is that correct?

A That's correct.

Q | was |ooking into them They're headquartered
in New York. Were you in New York or were you working in
M ssouri ?

A | was working in Menphis.

Q Ckay. Thank you. \Wen | hear Continental G ai
Company, they're a -- what were you doing there?

A My role was a grain nerchandiser, so | would
procure grain fromlocal farmers or snall elevators, and then we

woul d resell it for export purposes.

n
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Q So you were like trading conmodities. Is that a
fair description of your job, you were working with trading

commodi ties?

A It was a procurenent function.

Q How | ong were you in that job?

A About two years.

Q M. Meyer, do you have a copy of your testinony

in front of you?

A | do.

Q Could you turn to the schedul e that you attached
in your rebuttal, AMVRL

A | have it.

Q | don't want to come across as rude in this

question, but did -- so this was attached to your testinony.

Did you prepare this table?

A. No. It was prepared at ny request.

Q Did you review the cases that are listed in this
tabl e?

A No, not each one individually.

Q Am | hearing correctly, you didn't review the
first one that's listed, ER-2007-00027?

A Vel |, what do you nean by review? Did | read

all the testimny? Dd | --
Q Fair point. Didyou read the report and order
for that rate case, ER-2007-0002?
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A No, | did not.

Q You did not read that in that case the
Comm ssion actually did not approve an FAC?

A | did not read that. No.

MR HALL: Your Honor, at this time | would ask
that the Conm ssion take notice of this report and order from
that af orementioned docket, just as the Comm ssion has with all
t he other dockets I|isted.

JUDGE DI PPELL: Just one second. Would there be
any objection to the Comm ssion taking notice of the report and
order in ER-2007-0002?

M5. TATRO. None here.

MR LOAERY: | assune, Your Honor, that the
entire -- | mean, | don't care, but the entire report and order
or just the FAC section?

JUDGE DI PPELL: Since we don't have it before
us, | would say the entire report and order.

MR. LOAERY: No objection.

JUDGE DI PPELL. | wll take notice of that.

MR HALL: Thank you, M. Meyer. No further
questi ons.

JUDGE DI PPELL. Are there any conmi ssion
questions for M. Meyer? M. Chairman?

CHAI RVAN SILVEY: Yes. Thank you.

QUESTI ONS BY CHAI RVAN SI LVEY:
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Q How of t en under the current FAC have you seen
over recovery versus under recovery?
A | just read those statistics here recently in
Lena's testinony | believe, but | think for the first part of us
havi ng an FAC, you know, for roughly the first several years it
trended towards an under recovery, and so we were collecting
back additional actual expenses from custoners, and nost
recently it sort of switched to an over recovery. So we've been
of fering refunds.
CHAI RMAN SI LVEY: Thank you.
JUDGE DI PPELL: Conmi ssi oner Kenney?
COW SSI ONER KENNEY:  Thank you.
QUESTI ONS BY COWM SSI ONER KENNEY:
Q On your rebuttal testinony, Pages 12 and 13, on
Line 17 you said, There's a distinct mnority of utilities
having sharing of costs at all. And then -- so | just had a
question, vertically integrated states, how nany utilities have

FACs?

A | don't have an exact answer for you. [|'m
sorry.

Q You don't know?

A | don't know.

Q The question on Page 15 says how woul d even

greater sharing percentage for Areren M ssouri conpared to the

FACs of the other 97 utilities operating in non-restructured
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states. That's on Page 12, question 15. So | would assume if |
took that to be like 98. | guess ny question is: How nmany of
those utilities -- do you know how many of those utilities have
a sharing nechani sn?

A The Conpany conmi ssioned a review of this. It'
probably been three and a half years ago where we broke it all
out and identified sharing nechanisnms. | just do not have the
exact nunmber of how many actual |y have a sharing nechanismfor
you.

Q Do you happen to know how many have a sharing
mechani sm greater than 5 percent?

A Again, | don't have the specific details of it.

Ckay. \Well, the reason |' masking those
questions is because you said that -- and I'"'mgoing to trying to
understand what it is -- that a distinct mnority of utilities
have sharing of costs at all, froman investor standpoint and
fromthe standpoint of putting Mssouri electric utilities on
conparable footing with their peers, even the 5 percent share of
net energy cost increases at Mssouri utilities nust bear places
themat a disadvantage. So | kind of want to know what is that
di sadvant age and how does that additional -- what enconpasses
t hat di sadvantage that you feel that Aneren has that other
conmpani es that don't have a cost-sharing mechani smdon't have?

A So in terns of a disadvantage froma utility

that recovers 100 percent of their cost versus, in this case,

S
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Ameren M ssouri that recovers 95 percent, | think the

di sadvantage is in the investor perspective. So if you |ook at
autility that is -- you know, there is a -- that has a fue

adj ustment cl ause mechanismthat may not allow it to recover 100
percent of its prudently incurred costs or a fuel adjustmnment
mechani smthat is, you know, subject to change with any
frequency. If I'man investor, | would |ook at that and say
that's just another indication that the utility may not be able
to earnits allowed return on equity.

Q Ckay. Gven the amounts we're tal king about and
the size of Ameren, would that be considered de mnims?

A Wel |, the nunber that we've been throw ng about,
and, again, it's over ten years, is $42 mllion. So | don't
consi der that nunmber de mnims

COW SSI ONER KENNEY: Forty-two million dollars
over ten years. Al right. Thank you.

JUDGE DI PPELL: Conmi ssi oner. Rupp, any
questions?

COW SSI ONER RUPP:  No.

JUDGE DI PPELL: Conmi ssioner Hol sman -- |'m
sorry, Conmm ssioner Coleman, do you have any questions?

COWM SSI ONER COLEMAN:  No.  Thank you

JUDGE DI PPELL:  Conmi ssi oner Hol sman?

COW SSI ONER HOLSMAN:  Yes. Just one brief one.
QUESTI ONS BY COWM SSI ONER HOLSMVAN
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Q If cost sharing were to go to 85-15, do you
think that that woul d hasten the shuttering of coal plants?
A The decision to shutter any coal plants is

really a long-termresource planning decision. So --

Q Schedul i ng i ssues and, you know, you don't think

that it would provide an incentive to close the coal plants
faster than they woul d have ot herw se?

A No. | mean, when you're |ooking at the fue
adj ust ment cl ause cost, you know, we're |ooking at the
short-termview of the market, you know, on an hourly, daily,
maybe up to a year basis. But that decision to shut the coa
plant really is a long-termplanning decision. So | don't see
any connection there.

COWM SSI ONER HOLSMAN:  Thank you

JUDGE DI PPELL: Are there any additional
cross-exam nation questions based on questions fromthe bench?
Staff?

M5. BRETZ: None.

JUDGE DI PPELL: Consuners Council ?

MR, COFFMAN:  Nope.

JUDGE DI PPELL: Public Counsel ?

MR HALL: Yes, briefly. Thank you.
CROSS- EXAM NATI ON BY MR HALL:

Q M. Meyer, in your conversation with

Conmi ssi oner Kenney you noted a hypothetical investor nay | ook
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at an 85-15 sharing and think that that's an indication the
utility may not reach its authorized return. Aml
characterizing your answer correctly?
A Yes.
Q Are you saying that Ameren Mssouri is reliant
on a 95-5 sharing to reach its authorized return?
A No. There's nmultiple factors.
MR, HALL: Thank you. No further questions.
JUDGE DIPPELL: Is there any redirect?
MR LOAERY: Just a little bit, Your Honor.
Your Honor, if you would indulge nme, | didn't anticipate this
question, but Conm ssioner Kenney had a nunber of questions
about how many other utilities and the 97 utility figure. |
have the work paper that M. Myer relied upon for that with me,
if we can get the conm ssion copies. |, obviously, can't give
you a copy off of ny conputer, but 1'd like to refresh his
recol | ection about that, if | could.
JUDGE DI PPELL: Would there be any objection?
MR. HALL: Not an objection, but could other
counsel see this docunent before?
MR. LOAERY: You've seen it in discovery, at
| east in the |ast case.
REDI RECT EXAM NATI ON BY MR LOWAERY

Q M. Meyer, you recall -- and I'Il let you
operate the conputer -- you recall Conm ssioner Kenney asking
Tl GER COURT REPORTI NG, LLC 350
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you sone questions about other electric utilities and the
sharing percentages that they did or did not have in their fuel
adj ustment clauses? Do you recall that?

A | do.

Q And your testinony indicates that there were,
believe, 97 other electric utilities that have fuel adjustnent
clauses; is that right?

A That's correct.

Q And is this document in front of you, which we
wi Il provide to the Conm ssion, you -- you' ve nentioned
somet hi ng about the Conpany comm ssioning a survey about three
or three and half years ago. |Is this the source of the
information that you have in your testinmony and that you were
di scussing with Comm ssioner Kenney?

A It is.

Q Can you share with Conm ssioner Kenney, | guess,
some statistics that m ght answer the questions that he had?

A So there's aline itemin here, the FAC passes
through 100 percent of cost changes to ratepayers, at which

point in 2015 80 utilities had an FAC that had that nmechani sm

Q Qut of 97?
A Correct.
Q And woul d those have included the M ssouri

utilities that had 95-5?
A That passed through 100 percent?
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Q Actual |y bad question. The 17 that had
sonet hing other than a hundred percent, would they have included
the Mssouri utilities?
A Yes.
Q Any ot her statistics there that were responsive
to Conm ssioner Kenney's questions?
A (Wtness shook head.)
MR LOAERY: Thank you. We'Il get copies, Your
Honor, and mark it as an exhibit if you would IiKke.
JUDGE DI PPELL: | don't think it's necessary,
unl ess the other parties would like it in the record.
MR LOAERY: W can or we don't need to. |'m

just offering it up.

MR HALL: | believe a witness is entitled to
| ook at a docunent to refresh his nenory. This is -- refresh
his or her nenory rather. |f Aneren wishes to admt it, we have

no objection, but we have no preference.

JUDGE DI PPELL: W don't need it then,

M. Lowery.
MR. LOAERY: (Ckay. Thank you
BY MR LONERY
Q | want to go in reverse order, just a couple of

questions. Conmi ssioner Hol sman asked you about whether or not
changi ng the sharing percent would have sonething to do with the

econom cs of the coal plants, right, in terms of when they m ght
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be decomm ssioned or not deconm ssioned? Do remenber that?

A | do.

Q When you are making deci sions about commtting
the units or what incremental costs you would bid the units into
the market, does the sharing percentage have anything to do with
t hose deci si ons?

A No, absolutely not. Wen we're making unit
commi tment decisions, we're considering the full notional value
of the decision, and so if we're deciding whether or not a unit
shoul d be turned on and operate in the nmarket for tonorrow,
we're doing a daily evaluation to try to informus on what's in
the best interest of the customers, should it be running, wll
It create a positive margin for themor not.

Q So if the Conpany was bearing a greater
percentage of changes in the FAC, but the unit was economc for
customers, then the Conpany could continue to run the unit.

Ri ght ?

A That's correct.

Q You were asked some questions, | think they were
by M. Coffman primarily, about the 95-5 versus the 85-15, and
he was trying to get you to, | think, indicate that the 95-51is
in your mnd the right sharing percentage. Do you renenber

t hose questions?

A | do.
Q What's your position on whether there ought to
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be a sharing percentage -- in the absence of the Conm ssion
having made this decision for the last 11 years, what woul d have
been your personal opinion about having a sharing percentage of
t he FAC?

A My personal opinion is that we don't need any
sharing percentage. | feel |ike we have our processes down and
we have all the -- you know, such that the unit comm tnent
decisions we're naking, we're making those decisions in the vein
of what benefits custoners nmost, and in terns of incentive to
keep the fuel costs down. | mentioned in a previous answer, |
feel like we have a |ist of reasons to incentivize us to manage
our fuel costs efficiently.

Q M. Coffman asked you sone questions about
control over -- who has relative control over the various
conponents. Do you renenber that?

A | do.

Q And | think you answered -- you did mention
hedgi ng that the Conpany does. Right?

A Yes.

Q I's hedging your fuel needs at a given tinme, does
that equate to control or are they different things?

A [t's not control. | mean, the point of the
hedgi ng programis to narrow the range of possibilities on what
the ultimte expense may be. But, again, you' re only providing

a fractional anount of certainty on the rate conmponent. The
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volune can still change, and so the ultimate expense, we have no
control over that.

Q You were asked, | think, questions by
M. Coffman and by M. Hall about the nunber of enployees you
have in your group. Do you renmenber those?

A Yes.

Q | think M. Coffrman was nore specific. He was
asking, | think, about enployees that deal with fuel. Do you
remenber that?

A Yes.

Q How have the decisions those enpl oyees made
recently, how have they manifested thenselves in this rate case?

A Again, as was previously nmentioned in the
openi ng statements, but if you |ook at what we've done with net
fuel costs, | nean they've cone down dramatically. So a
conpari son of net base energy costs in this filed case conpared
to net based energy costs in the filed case from 2016, they have
been reduced by $108 million.

Q And what was the sharing percentage that was in
pl ace when you were taking those steps to reduce net fuel costs
by $108 million?

A It was 95-5.

Q Just to be clear for the record, would your
actions have been any different if it was 100-0 or 85-15?

A They woul d not.
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MR. LOAERY: That is all | have, Your Honor.
Thank you.

JUDGE DI PPELL: Thank you. M. Meyer, you may
step down.

Wul d Aneren like to call its next witness?

MR. LOAERY: W call Tom Byrne to the stand.

(Wtness sworn.)

JUDGE DI PPELL: Thank you. You can go ahead,
M. Lowery.

TOM BYRNE, having been duly sworn, testified as follows:
DI RECT EXAM NATI ON BY MR LOWERY:

Q Pl ease state your name for the record?
A Tom Byr ne.
Q M. Byrne, did you cause and prepare for filing

in this docket direct and rebuttal testinony and surrebuttal
testinmony marked for identification as Exhibits 2, 3, 4?

A Yes, | did.

Q Do you have any corrections to any of those
testinoni es?

A No.

Q If | were to pose the questions that appear in
those testinmonies to you today, would your answers be the sane?

A Yes.

MR. LOAERY: Wth that, Your Honor, | offer

Exhibits 2, 3, and 4 and tender M. Byrne for cross-exam nation.
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(WHEREI N, Ameren Exhibits 2, 3 and 4 were
offered into evidence.)

JUDGE DI PPELL: Would there be any objection to
Exhibit 2, 3 or 47

MS. TATRG. None here.

JUDCGE DI PPELL: Seeing none, then | will admt
t hose exhibits.

(WHEREI N, Ameren Exhibits 2, 3 and 4 were
received into evidence.)

JUDGE DI PPELL: 1Is there cross-exam nation from

Staff?

M5. BRETZ: No, Your Honor.

JUDGE DI PPELL: Consuners Council ?

MR COFFMAN. I'll pass on M. Byrne for today.
Thanks.

JUDGE DI PPELL: Public Counsel ?

MR HALL: No questions. Thank you.

Good norning, M. Byrne.

THE WTNESS: Good nor ni ng.

JUDGE DI PPELL: Are there questions fromthe
Comm ssion for M. Byrne?

All right. Oh, I'"'msorry, Conm ssioner Rupp, go
ahead.
QUESTI ONS BY COMM SSI ONER RUPP:

Q Good nor ni ng.
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It's not a rounding error?

A Good nor ni ng.

Q Do you feel that $218 mllion is irrelevant?
A No. It is a huge nunber.

Q Huge nunber. 1Is $42 nmillion irrelevant?

A It's a huge number. It's very relevant.

Q

A

I[t's not a rounding error.
COW SSI ONER RUPP:  Thank you.
JUDGE DI PPELL: Al right. Any further
cross-exam nation based on Conm ssion questions from Staff?
M5. BRETZ: Not hi ng.
JUDCE DI PPELL: Consuners Council ?
MR. COFFMAN:  No, Your Honor.
JUDGE DI PPELL: Public Counsel ?
MR. HALL: None. Thank you.
JUDGE DI PPELL: |s there any redirect?
MR. LOAERY: Yes, Your Honor.
REDI RECT EXAM NATI ON BY MR, LOWERY:

Q M. Byrne, Conm ssioner Rupp just asked you
about the $218 mllion figure, and | assume that he probably
asked you that because of what M. Hall said during his
questioning and answers to his questions. Do recall that?

A Yes.

Q Did M. Hall fairly characterize your rebuttal

testi mony when he indicated that you claimthat you said that
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$218 was not nmaterial ?

A. No, he didn't.

Q Coul d you turn to Page 2, Lines 22 and 23 of
your rebuttal testinmony, please.

A Ckay. |'mthere.

Q When you said that Areren M ssouri has no

material level of transactions with unregulated affiliates, to
what were you referring?

A | was referring to affiliates other than AMS. |
basical ly was counting AVS as effectively a regulated utility,
and as you can see in the next sentence, | say nearly all of the
services Aneren Mssouri receives fromaffiliates, about 97
percent of the dollars are with Ameren Services Conpany. So |
wasn't -- when | said it wasn't material, | wasn't talking about
the Ameren Service Conpany dol lars which was the $218 mllion.

MR LOAERY: Thank you, M. Byrne. | have no
further questions, Your Honor.

JUDGE DI PPELL: Al right. Thank you,
M. Byrne. You may step down.

| believe that concludes all the schedul ed
w tnesses for Aneren. W can begin with Staff.

MS. BRETZ: Staff calls Lisa WIdhaber.

(Wtness sworn.)

JUDGE DI PPELL: You may go ahead with your
direct, Staff.
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LI SA W LDHABER, having been duly sworn, testified as follows:
DI RECT EXAM NATI ON BY Ms. BRETZ:

Q Good nor ni ng.
A Good nor ni ng.
Q Wul d you please state and spell your nane for

t he record?
A It's Lisa WIdhaber, W- L-1-SA,
WIl-L-D-H A-B-E-R
Q By whom are you enpl oyed and in what capacity?
A | ama utility regulatory auditor with the
M ssouri Public Service Conmi ssion.
Q Are you the same Lisa WI dhaber who caused to be
prepared certain testinmony which has been nmarked as rebuttal
testinony, Exhibit 123?

A Yes.

Q Do you have any changes or corrections to your
t estinony?

A No.

Q If | asked those sane questions to you today,

woul d your answers be the same?
A Yes.
Q I's your testinony true and correct to the best
of your know edge?
A Yes.
M5. BRETZ: Judge, we offer Exhibit 123.
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(WHEREIN;, Staff Exhibit 123 was offered into

evi dence.)

JUDGE DI PPELL: Would there be any objection to

Exhibit 123? Seeing none, | will admt that.

(WHEREIN, Staff Exhibit 123 was received into
evi dence.)

M5. BRETZ: And we tender Ms. W/ dhaber for

Cross-exam nation

JUDGE DI PPELL: Is there any cross-exam nation

by Ameren?
MS. TATRGC.  Thank you.
CROSS- EXAM NATI ON BY MS. TATRO

Q Good nor ni ng.
A Good nor ni ng.
Q | don't think I've met you before, so nice to

meet you.
Did Staff review the testinony filed by OPC

W tness Lena Mantle in this case?

A Yes.
Q Did Staff review Areren M ssouri's NEBC
cal cul ation?
A Yes.
Q In reviewi ng Aneren M ssouri's calculation, did

Staff find any evidence that Ameren M ssouri had artificially

mani pul ated the resul ts?
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A No.

Q Is the fact that actual results turn out
different froma projected nunber evidence that the party
mani pul ated the results?

A No.

MS. TATRO | have no further questions.

JUDGE DI PPELL: Are there any cross-exam nation
from Consunmers Counci | ?

MR. COFFMAN:  Yes, Your Honor
CROSS- EXAM NATI ON BY MR COFFMAN:

Q Good nor ni ng.
A Good nor ni ng.
Q How | ong have you been working for the Staff on

this particular issue of fuel adjustment clause mechani sm
| ssues?

A | began enpl oynent with the Conm ssion in June
of 2018.

Q Ckay. So you weren't here when this new version
of the fuel adjustment clause was adopted in 2009?

A Correct.

Q So | guess all you've ever known is the 95-5
percent sharing mechanism Correct?

A Correct.

Q And you weren't here when the Public Service

Comm ssion decided that small utilities would have a fuel
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adj ustment clause, the large utilities didn't need it? You
don't recall that?

MS. TATRO. |1'mgoing to object that this is
assunmed facts not in evidence.

JUDGE DI PPELL: Which facts?

MR COFFMAN: | don't know what facts.

MS. TATRO. Well, he said you weren't here when
the Commi ssion in 2009 determ ned bl ah, blah. There's no
evidence in the record about what the Conmi ssion determined in
2009.

MR COFFMAN.  Well, | think there is evidence,
or at least judicial notice of orders that refer to this.

JUDGE DI PPELL: | think that evidence is in the
record. She can answer.

BY MR COFFMAN:

Q So are you aware of previous decisions where
this conmi ssion has decided that the fuel adjustnent clause
shoul d be based on whether electric utilities, large or small,
you remenber those -- reading any of those previous decisions?

MS. TATRC.  Your Honor, | know you overrul ed ny
objection, but | read all of these orders. | don't know of any
of themthat talk about small or large utilities. So | don't
think there's any evidence about this in the record.

JUDGE DI PPELL: The original question was about

t he percentage.
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MR COFFMAN:  As | understand admnistrative |la
in Mssouri, cross-exam nation does not have to enconpass only
the evidence in the record. M question is, are you aware of
decisions by the Public Service Comm ssion regardi ng whether the
size of the utility matters as to whether a fuel adjustnent
clauses is allowed.

JUDGE DI PPELL: Okay. That's stated just a
little bit different. M. Tatro, is your --

M5. TATRO. He can pose a hypot hetical,
suppose, or he can provide her a basis for his statement, but he
can't testify in asking a question. There's no evidence in the
record.

JUDGE DI PPELL: M question is, does your
objection still stand to the question he just asked, which was
I's she aware of such decisions?

M5. TATRO. |'mokay with that question. Thank
you.

JUDGE DI PPELL: | will allow her to answer.

THE WTNESS: | amnot aware of that.

BY MR. COFFMAN:
Q So have you read previous fuel adjustnent claus

deci sions by this conm ssion?

W

e

A | have read sone, yes.
Q How many have you read? Have you read deci sions
goi ng back to 200772
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A | don't think I've read back to 2007, no.

Q All right. Do you understand the sharing
mechanismto be an allocation of risk between the utility and
its custoners?

A | understand it to be a nechani smdesigned to
give the Conpany an incentive if they appropriately manage their
fuel and purchase power costs.

Q And the statutory provision that allows this
i ncentive mechanismrefers to incentivizing cost-effectiveness;
Is that fair?

MS. BRETZ: Judge, objection. This calls for a
| egal concl usion

JUDCGE DI PPELL: Can you --

MR COFFMAN: | don't think it does. | can
rephrase.

JUDGE DI PPELL: Thank you. Go ahead.
BY MR COFFMAN:

Q In your mnd, is the sharing nmechanismthat has
been adopted in several cases -- is the idea of a sharing

mechani sm designed to pronote cost-effectiveness in your

opi ni on?
A | think so, yes.
Q And do you believe that the sharing mechanismis
a tool that is designed to punish a conpany that has abused the
systenf? Is it -- it's not designed to be a penalty, is it?
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A | can't address whether it's penalty,
puni shment. | think |'ve said what ny understanding is.
Q Ckay. But -- and Staff, in previous cases, has

recommended a sharing mechani smof 85-15 percent; is that

correct?

A That's my understanding in cases past.

Q And why is Staff confortable with 95-5 percent
currently?

A Because Staff has seen no evidence that -- we

haven't seen a pattern of inprudence in the prudence reviews
that woul d cause us to consider that the 95-5 needs to change.
Q Are you aware of any rule or law or regul ation

that says that custonmers have to bear 95 percent of the risk
until the Conpany is caught red-handed with an inprudence?

M5. TATRO. Judge, this argunentative, this
r ed- handed | anguage.

MR. COFFMAN. That's exactly what tes--

JUDGE DI PPELL: 1'Il allow her to answer.

MR COFFMAN:. Exactly related to her previous
questi on.

JUDGE DI PPELL: Objection overruled. You can
answer .

THE WTNESS: Can you restate the question?
BY MR COFFVAN

Q Sois it Staff's opinion that custonmers have to
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continue to bear 95 percent of the volatility until soneone can
catch Aneren red-handed with sone inprudence in their fuel
procurenent practices? |Is that what it would take for Staff to

come off of the 95-5 percent recommendati on?

A Staff would need to see a pattern of inprudence.
Whet her you classify it as red-handed, | can't address that.
Q So howis that related to cost-effectiveness?

Can a mechani sm pronmpte cost-effectiveness without there being a
pattern of abuse or inprudence?

A | don't know.

Q But you're telling ne that in opinion the
Commi ssion -- that this should continue to be allocated 95
percent on customers and only 5 percent on the utility until

there is an inprudence finding?

A A pattern of inprudence that woul d nake us
| ook - -

Q So nore than -- there would need to be nore than
one inprudence finding. Is that what you're saying?

A | can't say how many it would take. | don't
know.

Q Has Staff ever -- let nme ask this: How hard is

it to make a prudence finding under the current regine?
A W review a lot of information. | don't know
how to quantify that.

Q Have you ever proposed a disallowance based on

TI GER COURT REPORTI NG LLC 367
WAV TI GERCR. COM  573. 999. 2662



© o0 ~N oo o B~ w N

N O N I I S R e e S N N T i o e
g &5 W N P O © © N o O b w N kB O

ER-2019-0335 , Vol. XV

| mprudence?
A | have not since |'ve been here. No.
Q Are you aware of any attenpt by Staff to nake a

case for inprudence with Ameren?

A Wth Aneren, | know in the past there has been.
Yes.

Q And when was that?

A The exact dates -- | know the case numbers were

2010 and 2012.
Q And what happened in that situation?
A I know it involved off-systenms sal es revenue and
the inclusion of certain contracts as revenues to flow through
t he FAC.
Q Was that issue resolved by settlenent or did the
Conmi ssi on deci de that?
A | don't know.
MR COFFMAN. Al right. That's all | have.
Thank you.
JUDGE DI PPELL: Is there cross-exam nation from
Publ i ¢ Counsel ?
MR HALL: Yes. Thank you.
CROSS- EXAM NATI ON BY MR HALL:

Q Good norning, Ms. W/ dhaber.
A Good nor ni ng.
Q Am | saying that correctly?
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A That's cl ose enough. Yes.

Q | have a weakness wi th nanes.

A That's all right.

Q [f | mspronounce your name, | want you to
correct ne.

A You're good. You're good.

Q Ms. W/ dhaber, you were just asked about, Iike,

your current duties and positions. How |long have you been with
t he Conmi ssion as an auditor?

A As | mentioned, | was enployed -- | started
empl oyment June of 2018. So it will be two years in June.

Q | must've mssed that. Thank you.

Help me with the termnology. Wuld you say
you're -- is there an auditing group or an office? Wat is the
structure of your place on Staff right now?

A ['"man auditor with the Energy Resources
Department. There is a separate auditing department with the
PSC.

Q So your position with Energy Resources has an
auditing group and that group is responsible for |ooking at --
Is a response to the FAC prudence filings?

A Correct.

Q Does your group al so deal with MEEIA prudence
M ssouri Energy Efficiency Investment Act prudence filings?

A Yes.
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Q Do you al so deal with the resource planning
reviews as part of the integrated resource plan process?

A We don't have active involvenent with the -- or
t he departnent does, the auditing group does not.

Q Ckay. So your internal group would not be
related to the I RP planning process then?

A Not the internal group of auditors.

Q What about prudence filings per the renewabl e
energy standard rate adjustment mechani smor RESRAM under
M ssouri's renewabl e energy standard?

A | have not been involved with that. No.

Q G ven your current position sitting here today
' mgoing to assume that your group is also involved in general

rate case filings as well?

A Correct.

Q And you do auditing as part of this case as
wel | ?

A Correct.

Q Are you also involved in the true-up filings

that occurred in the rate cases?

A Not as heavily as the actual auditing
depart nent.
Q And along with all of those responsibilities,

there's the internal admnistrative duties that have to be done

wi thin your group as well. Correct?
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A Yes.
Q So a prudence review under the fuel adjustnent

clause, that takes six nonths? Am | remenbering correctly?

A | think approxi mately, yes.

Q Is that an internal goal or is that prescribed
by rul e?

A It's prescribed by rule.

Q And for those six nonths, your department is

dealing with all these other duties. Correct?
A Al that you've mentioned. Yes.

QO her than IRP, which you pointed out you are

not --
A Correct.
MR HALL: Your Honor, may | approach?
JUDGE DI PPELL: Go ahead.
MR. HALL: For the record, | have just presented
the witness with a copy of Aneren -- the seventh prudence review
of Ameren's fuel adjustnent clause. | believe this is already

in the record per a notion from Aneren M ssouri
JUDGE DI PPELL: \What is the case?
MR HALL: EO 2019-0257.
BY MR HALL:
Q Ms. W dhaber, will you please turn to Pages 30
and 31? There is a confidential and a public version, but we

will only be discussing public matters. Am| reading correctly
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that you contributed to this portion of the report regarding
FERC accounts 565 and 456.17?

A Correct.

Q And what is this a review of?

A It has to do with transm ssion costs and
revenues.

Q Can you explain that broaderly? What are these

two accounts focused on?

A Because it is part of what cones under costs and
accounts that flow through the FAC

Q In this review, you found no inprudence activity
on the part of Areren. Correct?

A Correct.

Q There's a list -- I'mlooking at Subheading 4 on
Page 31 that there's a listing of docunments reviewed. Aml
understanding correctly this is the scope of your review for

this one issue?

A These are part of -- these are the docunents |
revi ewed.
Q So you | ooked at data requests. Correct?
A Yes.
Q You | ooked at work papers? Correct?
A Yes.
Q Monthly reports during the review period; is
that correct?
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A Yes.

Q And you al so | ooked at general |edgers and
journals during the review period?

A Yes.

Q So that's only a list of four things. How |arge
were those docunents just for this issue?

A | don't know offhand how | arge these were. The
monthly reports are extensive.

Q Did you | ook at what other conpanies' activities

were regarding transm ssion costs and revenues in your review?

A Ot her conpani es besides Areren you're tal king
about ?

Q Yes.

A No.

Q Did you ook at activity in other regional

transm ssion operators in your review?

A As part of ny review, no.

Q And ot her than these four |isted docunents, was
there anything el se that you reviewed to come to your
concl usi on?

A | don't know offhand. |'d have to go back and
revi ew.

Q Do you believe that Staff would ve been able to
review nore docunents if it had nmore than six nonths to review

in a prudence review? | realize | said reviewfive times in
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t hat sentence.

A Can you ask that again?

Q O course. |If a prudence review was |onger than
six nonths, do you think you could have reviewed nore than four

docunents, or four lists of docunents | should say?

A Yeah, | reviewed nore than four docunents. |
don't know. 1've never -- | haven't experience that, so | don't
know.

Q Ms. W dhaber, will you please turn to Pages 34

and | believe your conclusion is ultinmately on Pages 37 and 38.

I's this another portion of the staff report that you contribute

to?

A Yes, with another staff person

Q The caption heading is FERC 447 of f-system sal es
revenue. \What are you |looking at for this one issue?

A | think the report -- that section explains what
all was |ooked at for -- | don't know -- | don't know how

detail ed you want to get with that.

Q Well, pretend I'm-- what is the action for this
i ssue that Staff is trying to decide whether that action was
prudent or inprudent? |Is the question was Aneren prudent in
exercising off-systemsal es? Wat exactly are you | ooking at
for this issue?

A Vell, we |ooked at -- or | |ooked at all of the

documents that are listed there and included in that is |ooking
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at the general |edger for line by line transactions of what went
into the off-systemsal es revenue that flowed through the FAC.

Q And this is the sane general |edger that you
| ooked at for the previous issue we di scussed?

A Different accounts, but yes.

Q Different accounts, but -- actually, let's focus
on the docunents reviewed. For this one issue, you, again,
| ooked at all -- I'Il be quicker this time. You |ooked at data
requests, the general |edger we discussed, work papers, certain
M SO schedul es and tariff nodules and you | ooked at FERC
definitions froma federal governnent website. AmI reading
this correctly?

A Yes.

Q Was there anything el se that was considered for
determ nation on this one issue?

A I think that list is at least the mgjority of
t hem

Q Let's focus on Page 36 for make whole -- there's

a subsection on make whol e paynents. \Wat are nake whol e

paynment s?
A Do you want nme to read what |'ve got there?
Q Can you try to -- explain to som-
A It has to do with making -- in general, it has

to do with making the Conpany whol e when there are price drops

or price inconsistencies out of their control when they are
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forced to -- or when they do participate.

Q Am | understanding correctly these are entries
Ameren makes, |ike you said, to make itself whole because of its
responsibilities to its regional transm ssion operator?

A | don't think I understood the question

Q Allow ne to restate it. Am/| understanding that
t hese make whol e paynents are necessary to, again, nake Amreren
whol e because of the costs it incurs sinply because it's
operating within the M SO regi onal transm ssion operat or
net wor k?

A | woul d say probably yes. In general, yes.

Q Ckay. On Lines 21 through 23 you tal k about
your review. It says Staff only reviewed these transactions for
accounting accuracy. What does that nean, accounting accuracy?

A That woul d mean as far as the appropriate -- to
make sure that the costs that went through the FAC were
appropri ate based on the FERC accounts, the subaccounts, and
reconciliation between all of the sources of information for
this OSSR

Q Are you reviewing the information the Conpany
has gi ven you?

A What the Conpany is providing everyone as far as
monthly reports and --

Q So does this accounting accuracy review | ook at

t he experience of other utilities over this same tinme frame?
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A | did not |ook at that. No.
Q And it doesn't |ook at what's occurring in other

regi onal transm ssion operators?

A Again, | did not |ook at that. No.
Q Ms. W/ dhaber, were you in the roomduring ny
openi ng?
A Yes.
Q Did you hear ny quoting of M. Lange's
t estinony?
A | heard it, but I couldn't repeat it back to
you.
MR, HALL: Your Honor, may | approach again?
JUDCGE DI PPELL:  Yes.
BY MR HALL:

Q Ms. W dhaber, | was quoting from Page 4. |If
you woul dn't mnd reading Lines 5 through 8 -- no, 5 through 7.

A Due to the highly confidential nature of
utilities market bidding strategies, it is highly unlikely that
any party other than SPP or M SO have the raw data nodeling
sof tware access and resources to conduct such an extensive
anal ysis of nmarket trends.

Q Do you think M. Lange is wong?

A | wouldn't say he's wong. | just -- | don't
have an opinion right now on this.

MR HALL: Thank you. No further questions.
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JUDGE DI PPELL: Thank you. Are there questions
fromthe Commssion for Ms. WI dhaber? M. Chairman?

CHAI RVMAN SI LVEY: Thank you.
QUESTI ONS BY CHAI RVAN SI LVEY:

Q In your rebuttal you state that you didn't find
enough evi dence was presented to warrant changi ng the current
cost-sharing mechanismto 85-15. What type of evidence shoul d
t he Conmission be |ooking for to make that determ nation?

A As far as Staff goes with inprudence, it really
could be anything that affects the fuel adjustment clause, any
costs going into that. As | mentioned, you know, in earlier
cases it dealt with off-systemsales revenue. It could -- it
could deal with natural gas cost hedging. | can't predict what
could happen in the future, but it would certainly be -- and,
again, | know |'mrepeating nmyself -- it would have to be
| ooking at a pattern of any nunber of inprudences with any of
these fuel cost areas or the accounts that go through the fuel
adj ustment cl ause and the nunbers that are recovered.

Q And nothing that you | ooked at indicated to you
that we should nmove from95-5 to 85-157?

A |'ve seen no evidence of inprudency that woul d
cause ne to think we need to | ook at the 95-5 differently.

CHAI RVAN SI LVEY: Thank you.
JUDGE DI PPELL: Conmi ssi oner Kenney?
COW SSI ONER KENNEY:  No. Thank you. Very
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much.
JUDGE DI PPELL:  Conmi ssi oner Rupp?
QUESTI ONS BY COWM SSI ONER RUPP:
Q Mor ni ng.
A Mor ni ng.
| wanted to follow up on a couple interactions
you had with the Ofice of Public Counsel. You stated that you
woul d -- Staff would not recommend any changes to the FAC cost
sharing unless they saw a pattern of inprudence in their cost --
in controlling their costs. You also stated that in the past
Staff had recommended an 85-15 in previous cases for this
utility and other utilities maybe. Then you also stated that in
2010 and 2012 to your menory that that was the last time that
Staff had brought an inprudence charge against the Conpany. Did
| wite ny notes down correctly?

A. Uh- huh.

Q Ckay. In those 2010 and 2012 cases where Staff
felt the Conpany acted inprudently, did you correspondingly
suggest an 85-15 cost sharing because of those?

A | can't say for sure. | don't think so.

Q Ckay. So even when -- if that's the case, even
if you did find inprudence, you did not recomend a change to

the cost sharing?

A ' mnot sure what Staff did at that time. | do
know the two cases -- my understanding was it was the sane issue
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but possibly carried over because it dealt with specific
contracts.

Q Ckay.

A So that may have had a play -- a factor in what
Staff reconmended at the tinme.

Q Ckay. You also stated that the FACis a sharing
mechani smthat gives the Conpany an incentive if they properly
manage their fuel purchasing. Wre you characterizing that as
t he Conpany is being given this mechani sm because they properly
managed their fuel purchasing and they're given the FAC cost
sharing of 95-5?

A My understanding was it's an incentive for them
to appropriately manage their fuel and purchase power costs.

Q So it's an incentive for themto appropriately
manage their costs, it's not incentive so they will properly
manage their costs. Is it an incentive to entice behavior or is
it you've shown prudence in your decisions so we're going to
al l ow you this because you' ve shown prudence in nanagi ng your
costs? | guess is it given proactively or reactively based off
t he Conpany's history?

A | mean, it depends on the periods. Certainly
it's both, I believe.

Q (kay. So Staff then would believe that
providing -- allow ng the Company to have a 95-5 cost sharing

can be viewed as a benefit to the Conpany for past prudent
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deci si ons and managi ng their costs?
A Yes.
COW SSI ONER RUPP:  Ckay. That's all | have.
Thank you.
JUDGE DI PPELL: Conmi ssioner Hol sman, any
questions?
COW SSI ONER HOLSMAN:  No questions.
JUDGE DI PPELL: Is there further
cross-exam nation based on conm ssion questions from Ameren?
MS. TATRO.  None.
JUDGE DI PPELL: Consuners Council ?
MR. COFFMAN:  No, Your Honor
JUDGE DI PPELL: Public Counsel ?
MR. HALL: None. Thank you.
JUDCGE DI PPELL: Is there redirect?
MS. BRETZ: Yes, ma'am
JUDGE DI PPELL: Go ahead.
REDI RECT EXAM NATI ON BY MS. BRETZ:
Q Coul d you please turn to Anreren's seventh
prudence review report?
A Yes.
Q Turning to Page 31, M. Hall was asking you to

descri be sonme docunents in Section 4?

A Yes.
Q | mnot going to belabor this point, but Letter
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A is responses to some data requests. |'msure this has been a
while ago and you don't recall what's in the data request, but
is it safe to characterize data requests as often containing
several pages, nunerous docunents, it's not just a single sheet
of paper?

A Correct. Many tinmes.

Q And Letter Bis Aneren's work papers. What are
Aneren's work papers typically?

A These are -- it could be any nunmber of Exce

wor ksheets to support the nunbers they provided us.

Q And often these workbooks will have multiple
tabs in thenf

A Correct.

Q Is it fair to characterize work papers as often

bei ng vol um nous?

A Yes.

Q And you al so | ooked at Aneren's nmonthly reports.
What kind of reports are these?

A Again, it -- they are Excel worksheets with
several tabs of information, nuch information regarding the fue
costs. Just a wde variety of infornation.

Q And you al so reviewed Aneren's general |edgers
and journal s?

A Correct.

Q And it's fair to say that those are pretty |ong
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t 00?

A Yes. Yes.

Q If you could please turn to Page 37, going over
to Page 38. Letter Aare responses to Staff data requests. You
al ready stated that those can often be very long, it's just not
necessarily a single page of paper?

A Yes.

Q And the work papers you examned, that's Letter

B, those can often be vol um nous?

A Correct.

Q The general |edgers are often vol um nous al so?

A Correct.

Q And Letter Dis M SO schedules and MSO tariff
Module C and F. Coul d you describe M SO schedul es?

A Based on what -- fromthis website, | -- it has
to do -- it has to do with explaining the elenments that | used

-- the elenents that | reviewed in this OSSR section. But

beyond that, | can't tell you what is specifically stated in
Module C and Module F. | don't know
Q Ckay. And the FERC definitions, that speaks for

itself pretty nuch
A. Correct.
Q That's something you pulled off the website?
A (Wtness nodded head.)
Q And M. Hall also asked you to | ook at the
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rebuttal testinony of Shawn Lange?

A Yes.

Q [f you could turn to Page 4 please. He pulled
out a sentence towards the top of the page about it's unlikely
that any other party other than SPP or M SO have the raw data,
model i ng software access, and resources. Do you know what he's
referring to there, M. Lange? |f you could skip up a couple of
sentences, you mght see that.

A | -- | know basically what it is dealing wth,
but | can't answer any self-scheduling questions. So, no, I'm

not aware of that.

Q Does sel f-scheduling have anything to do with
t he FAC?

A [t's involved in the FAC prudence reviews.

Q But when you review data from Aneren, do you

have any problemgetting data or naterials or anything from
Aneren that you need?

A Typi cal |y, no.

Q They provide everything that you need to do your
prudence revi ews?

A Correct.

Q Was M. Lange's testinmony in response to the FAC

reviewin this case?

A Not that |I'maware of. No.
Q Do you know what he was responding to?
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A | thought he was responding to the self-commt
i ssue in and of itself.

Q Ckay. You stated that if you found that Ameren
was not managing its costs correctly that you would bring it to
the Conmi ssion's review. Right?

A Correct.

Q Does OPC have that same opportunity to review
Ameren's costs?

A | believe so. Yes.

Q So OPC gets all the sane information that you do
t hrough data requests and they're available to depose w tnesses

just like Staff can?

A That's ny understanding. Yes.

Q Are you aware of whether OPC does any anal ysis?

A | can't answer as to what they do. | don't
know.

Q To the best of your know edge, has OPC ever

found any i nprudence?
A | think in the past there have been cases where
-- yes. They have found inprudence or they -- and sonetines

they have agreed with Staff's position of finding inprudence.

Q But have they found any inprudence on their own?
A | don't know offhand. | don't know.
Q Did you find inprudence recently in some MEEIA

nedi a revi ews?
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A Yes.

Q And which reviews were those?

A We found recently in the Ameren MEEI A prudence
revi ew.

Q And what was your recommendation?

A | can only speak to ny issue, and that involved
t hroughput disincentive. | know other staff cited inprudence

with sone of the costs that they were recovering or trying to
recovery through that mechani sm

Q And what was your suggestion? I'msorry, | just
didn't hear it.

A | had suggested a disall owance regarding

t hroughput di si ncentive.

Q And do you know how that was resol ved?

A The parties -- the parties agreed to a bl ack box
settlenent.

Q Was there requested -- or did your group find
di sal  owance in a KCP&L and FAC revi ew?

A Yes, in the past.

Q Do you renmenber how | ong ago that was?

A | know when the hearing was. | can't tell you

of fhand what the -- the period that was covered init.
Q Do you recall what the inprudence was or the
found i nprudence?

A What was brought to hearing was the renewabl e
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energy credits. Staff proposed a disallowance because it
appeared the Conpany had not taken any action to attenpt to

generate revenue fromunused RECs that were not used for RES

conpl i ance.

Q And how was that resolved?

A It was -- there was a hearing, but | think
the -- | think it's been -- | think it's still in process after

t he Comm ssion made the deci sion.

Q Ckay. Do you have anything el se to nmention
regarding the last FAC filings of Aneren?

A There's been tal k of over recovery and under
recovery, and for the last -- for the last eight filings since
the last general rate case, it has resulted in a total over
recovery in which 95 percent of that over recovery was refunded
back to the customners.

M5. BRETZ: (Ckay. Thank you
JUDGE DI PPELL: Thank you. You may step down.
Ch, I"'msorry, Conm ssioner Rupp, you had a question?
COW SSI ONER RUPP:  Yes.
QUESTI ONS BY COWM SSI ONER RUPP

Q And this nay be not your area of expertise, but
the $32 nmillion rate reduction that's in the stip, what is that
equate to on an average customer's bill on a percentage? Do you
know?

A l"msorry. | don't know that.
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COW SSI ONER RUPP: | f sonebody woul d get ne
that, that would be great, because | didn't see it broken out
that way. Thank you.

JUDGE DI PPELL: The stipulation is noticed for
agenda this afternoon for discussion, and if the parties could
find that nunber for Conm ssioner Rupp.

MR, LOAERY: | think we can do it by probably
sone pretty basic al gebra because we know what the decrease was
fromthe point seven million that we asked for. So someone will
do the algebra and try to get you the nunber by noon.

JUDGE DI PPELL: Thank you.

MR LOAERY: | don't think it's in the record,
but | think the algebra will tell us.

JUDGE DI PPELL: Thank you. M. WI dhaber, you
may step down. Thank you

| think that was our only Staff wtness.

Publ i c counsel ?

MR, HALL: Public Counsel calls Lena Mantle to
the stand.

(Wtness sworn.)

JUDGE DI PPELL: You can go ahead, M. Hall.
LENA MANTLE, having been duly sworn testified as fol |l ows:

DI RECT EXAM NATI ON BY MR HALL:

Q Ms. Mantle, good norning
A. Good norni ng.
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Q Woul d you pl ease state your nane and spell it
for the court reporter?

A My nane is Lena M Mantle, Lena is L-E-NA
Mantle, MA-NT-L-E

Q And by whom are you enpl oyed and in what
capacity?

A ' menpl oyed by the Ofice of Public Counsel
My title is senior analyst.

Q And on whose behal f are you testifying today?

A I"'mtestifying on behalf of the Ofice of Public
Counsel

Q Did you cause to be filed in this case direct,

rebuttal, and surrebuttal testinony under your nane?

A Yes, | did.

Q And that is the direct, rebuttal, and
surrebuttal testinmony that is marked for Exhibit 200, 201 and
202. Am| correct?

A Yes. And | left nmy copies on your desk.

MR, HALL: Your Honor, if | may approach ny
Wi tness to give her her copy?

JUDGE DI PPELL: Go ahead.
BY MR HALL:

Q If | asked the same questions that are included
in that testinony, would your answers be the sane or

substantially simlar?
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A | do have one correction in ny direct testinony.
Q And where is that?
A On Page 3, Line 19, | would -- the sentence that

starts with, It is the conparison of the sumof these two
pieces. | would like to strike the words "the conparison of."
The sentence should read, It is the sumof these two pieces of
nornalized revenue requirenent that is conpared to the
nornal i zed revenue requirenent in the test year to determne if
there needs to be an increase or decrease in rates.
Q QO her than that correction, do you have any
other corrections you need to make to your testinony?
A No, | do not.
Q Are the answers included in these testinonies
true and accurate as to your understanding and belief?
A Yes, they are.
MR HALL: Your Honor, at this time | nove for
adm ssion of Exhibits 200, 201, 202.
(WHEREI' N, OPC Exhi bits 200, 201P, 201C, and 202
were offered into evidence.)
JUDGE DI PPELL: Woul d there be any objection to
Exhi bit 200, 201, plus the confidential version. Correct?
MR HALL: Yes. | should have been clearer.
Exhi bit 201, both public and confidential, and 202, which is --
there's no confidential version

JUDGE DI PPELL: Thank you. So 200, 201, both
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public and confidential, and 202. Any objection?

M5. TATRO  No.

JUDCGE DI PPELL: Seeing none, then | will admt
t hose Exhibits.

(WHEREI N, OPC Exhi bits 200, 201P, 201C, and 202
were received into evidence.)

MR HALL: | tender the witness for cross.

JUDGE DI PPELL: |s there any cross-examn nation
by Consuners Council .

MR. COFFMAN:  Yes, Your Honor.
CROSS- EXAM NATI ON BY MR, COFFMAN:

Q Good norning, Ms. Mantle.
A Good nor ni ng.
Q Whet her the Conmi ssion adopts a 95-5 or an 85-15

sharing percentage in this case, we don't know whet her or not
the dollar inpact will be negative or positive for consumers, do
we, over the next few years?

A We don't know the total direction. It wll be
negative or positive, but it could very well be both over the
next few years.

Q But can we not say with certainty that it wll
have an inpact on the volatility that consumers will have to
absor b?

A It will have an inpact on the volatility of

their bills that they see because they will be recovering or
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being returned varying amounts. Every four nonths it changes.

Q Regardl ess of what degree of care or prudence
the utility engages in, this decision will have an inpact on how
radically the rates nay be able to change in between rate cases;
is that fair?

A I nasmuch as the -- the FAC charge, yes. There
are several other surcharges now that the utilities can offer

Q Wiy do you think it's fair that consumers shoul d
have to bear even 85 percent of the changes of one cost in
bet ween rate cases?

A Personally, | don't think the custoners should
bear any of the costs. | think it should be back like it was.
But this commi ssion has determned that an FAC should be -- the
conmpanies, the utilities should be allowed to collect some of
those costs in between rate cases. | believe 5 percent is very
little skinin the gane, typically less than -- about half a --
over the tine period of Ameren's FAC, Aneren has actually not
absorbed anywhere close to 5 percent of these costs. They've
only absorbed .67 percent of their fuel costs, and the
ratepayers have had to absorb the other 99.6 -- or .4 percent of
t he costs.

The customers have one resource. They can
reduce their own usage, but they can't do anything about their
nei ghbor. They can't do anything about the big industrial plant

down the road that drives -- that changes those rates too.
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There's nothing in particular that says they only -- that that
one thing that they control how nuch they use will really even
I npact the fuel costs at all.

Q So assum ng we didn't even have this rate case,
that a rate reduction wasn't proposed, would the fuel adjustnmnment
clause be allowing during this correct period an increase in
custonmer bills even though the overall revenue requirenment of
the Conpany is going down?

A I'mnot for sure | understand your question.

Q Let me just ask you in general. Doesn't the
fuel adjustment clause allowrates to go up for custonmers even
when the overall cost of service to the utility is going in a
downward direction?

A Yes. And it -- and really what the custoner
sees is the bill, and that's what they -- it allows that bill to
go up even if their other costs are going down in between rate
cases, because it's just looking at -- it's not just one cost.
There are several in the FACthat -- a limted view and that

gets to be passed through to the custoners, 95 percent of it.

Q And what was the -- what direction did fue
costs change in the nost recent fuel adjustment clause change?

A They went down.

Q In your mnd is the sharing nechani sm desi gned

to be a reward or a punishnent for prudent or inprudent

behavi or ?

TI GER COURT REPORTI NG LLC 393
WAV TI GERCR. COM  573. 999. 2662



© o0 ~N oo o B~ w N

N O N I I S R e e S N N T i o e
g &5 W N P O © © N o O b w N kB O

ER-2019-0335 , Vol. XV

A It should not be seen as a punishnent. It
shoul d be a reward for cost effective behavior, behavior that
continually strives to inprove and to get better and to be nore
efficient, that while you nmay reach the pinnacle of efficiency
today, tomorrow it will be different. And to have some, what's
been referred to as skin in the gane for the utility, helps them
to keep | ooking towards that.

Q But shoul d that incentive be viewed as a
puni shment or a reward or just as good policy that pronotes the
most cost effective behavior?

A It should be seen as good policy, and, of
course, whether it's a reward or a stick or a carrot, depends on
which end that you're on. But it's just good common sense that
if you allow a reward, allowthe utility to have nore noney if
they save noney or not be able to recover as nmuch if they don't,
that's comon sense that people will act in their best interest.

Q So you' ve been doing this a long time and you' ve

been wat ching Areren's activities for, say, several decades; is

that fair?
A That is fair
Q And over the tine -- and you've nonitored this

utility at times when they had no fuel adjustment clause and

t hen when they've had a fuel adjustment clause; is that right?

A That is correct.
Q Have you noticed any change in the way that the
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fuel costs are managed with and without the fuel adjustnent
clause in general ?

A | know now it is nmuch nore conplex than it was
before -- and it doesn't have anything to do with the fuel
adj ustnment clause. It's the market, the M SO market. They are

a lot nore conplex. The decisions are made based on different

things now than they were prior. | also have seen in rate cases
the determ nation of the fuel costs -- before there was an FAC,
that was a highly contested issue. Now, it is typically -- you

know, it's not a contested issue anynore.

Q Ckay. And during tines when there was a fue
adj ustment cl ause and there wasn't and the back-and-forth, did
you see the Public Service Conm ssion make any changes to the
return on equity for Union Electric, Ameren Mssouri, as a
result of the change in this nechanisn®

A There's been a change in the RCE, but | do
not -- that is not nmy area of expertise. M genera
understanding is there's a lot that goes into that, and | have
not seen that the FAC drives that nunber. And it used to be
hi gh because the narkets were different than they are now. Even
nine, nine and a half is higher now But it was 14, 12 to 14
percent previously.

Q But allowi ng this monopoly utility to transfer
95 percent of one of its biggest expenses, how significant is

that change on the utility's business risk?
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MS. TATRO  Your Honor, |'mgoing to object.
She just said she doesn't -- it's not her area of expertise.
MR. COFFMAN: |'m not asking about return on
equity or cost of capital specifically. |'masking about
busi ness ri sk.
MS. TATRO  Business risk underlies what is
allowed for the return on equity.
MR COFFMAN: Can | get that on the record?
JUDGE DI PPELL: I'Ill sustain the objection.
MR. COFFMAN:  That is all | have then.

JUDGE DI PPELL: |Is there cross-exam nation from

Staff?

MS. BRETZ: None.

JUDGE DI PPELL: Aneren?

MS. TATRG  Good nor ni ng.

THE WTNESS: Good norni ng.

MS. TATRO | don't have any questions. Have a
good day.

JUDGE DI PPELL: Are there questions for
Ms. Mantle fromthe Conm ssion? M. Chairman?
CHAI RVAN SI LVEY:  Yes.
QUESTI ONS BY CHAI RVAN SI LVEY:
Q Are you asserting in anyway that the Conpany

could do nore or isn't doing enough to keep its costs as | ow as

possible related to fuel ?
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A |'masserting that a certain anount of pressure
needs to be continually on a utility. Wether it's Aneren UE
Evergy, Enpire, a certain amount of pressure needs to stay on
themso that they are efficient. Conplacency can cone and set
inon the utility that's doing a good job. And I'mnot saying
Ameren isn't, but today's market is different than tonorrow s
market and it's different than yesterday's market, and the
decisions that have to be nade, there should be -- what is good
practice today is likely not necessarily going to be a good
practice next year. So to say that today they' re doing the best
and therefore they don't need anything to keep themefficient
isn"t look -- is putting blinders on.

The FAC | ooks at costs going on a forward basis,
unlike a lot of our work here at the comm ssion where we | ook at
the historical. This is setting things for a progression,
what's going to happen, you know, after you nmake this

determ nation. So --

Q But can you predict the future?

A No. | wouldn't be here if | could predict the
future.

Q So then you can in no reasonably way say that 95
percent -- the 95-5 is not an appropriate amount noving forward?

A | don't believe anybody in this case has said

95-5 is appropriate because of anything other than that's the

way that it's always been. Nobody has said this 95-5 is right
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because of these nmeasures. The sane way that |'ve been asked to
say, well, what nmakes it right for 85-15, there's been --

Q Wel |, have you shown in any way that 95-5 is not
right?

A There is no way to know because that is the only
thing that has ever been done by this conm ssion.

Q Has there ever been a prudence case brought on

this issue?

A On the issue of the appropriate sharing
mechani sn?
Q On the fuel adjustment clause
A We -- there -- we have, just in the past -- the

O fice of Public Counsel has in just the past three years
brought up several issues. Not with Aneren, but with Evergy and
Enpire, and there have been sone things that we have caught in
FAC rate change cases for Areren that did not rise to a prudence
audit, but different things that have been done that were
corrected along the way. So, yes, we have done -- our office
has | ooked at prudency and we have placed before you instances
where we felt the utilities were acting in an inprudent nanner.
Q But in this particular case with the evidence

before us, nothing -- no one is alleging that this has been

| mprudent ?
A No, and we --
Q This conpany has acted inprudently?

TI GER COURT REPORTI NG LLC 398

WAV Tl GERCR. COM 573. 999. 2662




© o0 N oo o A W DN

N T T N I T S R e e R N T o e
g B W N P O © 0 N O OO M W N L O

ER-2019-0335 , Vol. XV

A No. No, we haven't.

Q And that the 95-5 has not worked for this
conpany in this case?

A | believe they can be inprudent if they nove
85-15. | think you're trying to tie two different things
together that don't necessarily tie together.

Q Well, | guess I'mjust trying to understand the
rati onal e of we have no reason to believe or you have presented
no reason to believe that this has been inappropriate ratio thus

far, but you think it mght be in the future. But we can't

predict the future, so you can't say it's not. Like, |I'mjust
trying to -- it just seens |ike a nuddled |ogical mess to ne.
A It is a nuddled |ogical mess. And | wll say

that, you know, in this time of decreasing fuel costs, it kind
of befuddles ne that the utilities don't want to nove to an
85-15. If you truly believe that their net base energy costs is
a good one, then they will make nmoney. They will make nore

profit off of our 85-15 versus their 95-5.

Q Did you sign off on that base energy cost?

A Yes, we did.

Q So you also believe it's appropriate?

A We | ooked at all factors in the stipulation and

agreenent in addition -- and including the fact that our
custoners would get a rate decrease sooner. So it is one of the

things that we |ooked at in determ ning whether or not we woul d
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sign the stipulation and agreenent.
Q But you did sign off on that?
A Yes. OPC did.
CHAI RMBN SI LVEY: Thank you.
COWM SSI ONER KENNEY: | have no questions.
JUDGE DI PPELL: Conmi ssi oner Rupp?
QUESTI ONS BY COWM SSI ONER RUPP:

Q Good nor ni ng.
A Good nor ni ng.
Q Fol | owi ng up on your conversation with the

chairman there, you stated that the current FAC s 95-5 sharing,
the logic behind it is a nuddled ness. |s that because the
reason we have a 95-5 was borne out of a negotiation between
conmi ssioners to try to get three votes and so they arbitrarily
pi cked the nunbers to try to -- so that they could get to a
maj ority?

A That woul d be the genesis of the nuddl ed ness.
There was nothing to -- nothing to back that 95-5 up. | wll
say that Areren M ssouri, when they got their first FAC and then
filed another case right on the heels of that -- and that
conm ssion asked the parties to propose -- after we filed direct
testinony, after we'd filed other testinony, that comm ssion
cane back and said, Parties give us sonething other than 95-5.
And at that point | came back in that case and said we haven't

had enough experience with 95-5. Ameren hadn't even filed its
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first rate change under that new FAC

So there's been comm ssions in the past that
have questioned the 95-5. [It's been a while since that. So
it's -- you saw nmy name on the list of all the different tines
that, you know -- and | believe this conm ssion deserves --
placed in front of it the ability to change if it so sees. And
so the fact that it's been 95-5 doesn't mean it should be that
forever.

Q So 95-5 was arbitrarily picked and it becane the
default status quo; hence, changing the status quo tend to be
difficult especially after time goes by?

A That is correct.

Q And you stated that very shortly after this was
establ i shed, the Comm ssion at that time had interest of
possi bly changing 95-5 or was wanting to do sonething different
but the relative fact that they had just started it recently,
the argument was, well, there's not enough -- you're going to
mess up our data because we just started this. W need data and
stuff. W can't change it right now, because we don't even know
how this is working yet.

A It was we haven't even had a -- | think there
had been one rate change.

Q Ri ght.

A And that kind of says, well, then why now, why

shouldn"t | have nore data. The fact is |'ve got one point. |
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don't know what would be different if you changed it. W' ve got
one point and everybody assumes that that's the optiml point.
Q And we assunme it's the optinmal point because

it's the status quo?

A Yes.

Q And that's just what we've always done?

A Yes.

Q And now you're in a position of having to defend

an 85-15, a 75-25, a 90-10 or whatever and prove that it is the
right thing to do, but we're not proving that 95-5 is the right

thing to do?

A That is correct.

Q (kay. (Going back to your rebuttal testinmony,
and you don't have to look it up, I'Il just kind of sunmarize it

and you can tell me what we're talking about. You were
responding to Sierra Cub, | think. It's on Page 17 of your
rebuttal testinony if you want to look it up. Talking about
coal plants nust run in the M SO narket where you were asked on
Line 11, What is the inpact on custonmers when Areren M ssouri
designates these units as nust run despite it not being economc
for themto run.

And then you respond, Because Ameren M ssour

has an FAC where only 5 percent of increased cost is absorbed by

Aneren Mssouri, it only sees the inpact of 5 percent of extra
costs. The other 95 percent of the uneconom c decisions -- |'m
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sorry, I'mtalking really fast -- paid for by the Aneren
M ssouri's ratepayers through its FAC.

And the next question on Line 17 was, |n your
opi ni on woul d Areren M ssouri be designated these plants as nust
run if it did not have an FAC. To which the answer was, | do
not believe that Ameren M ssouri woul d be dispatching these
units in this manner if it did not have an FAC Did | summari ze
that correctly or read --

A You read that correctly. Yes.

Q So ny question to you is, would Aneren M ssouri
be dispatching these units in this manner under your sharing
percent age proposal of 85-15?

A | don't know. | mean, a very honest answer, 15
percent still isn't very nuch. The Sierra Cub, | think the
total was -- you know, it was less than a mllion dollars. So
we' re tal king about even 15 percent of that is not a |large
nunber. But | do think it would be nore likely at 15 percent
than it would be 5 percent.

Q So do you view this FAC sharing percentage and
the self-conmt issue is intertw ned?

A | believe that -- yes, | do, because when Anere
sees very little inpact for the self-commtting when it knows
it's going to recover those costs because as it's already been
said, the volume of data to do a prudence audit over every one

of these decisions, Aneren doesn't even keep that data for

n
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anybody to look at it to whether or not it was prudent. |'m not
saying -- | realize that's a huge volunme of data, but just --
you know -- and | got sidetracked there. But there's a |ot of
decisions. And data is not kept for prudence audits. | don't
think that it's thrown away so that a prudence audit can't be
done. Please don't hear nme say that. | don't think Aneren is
intentionally saying, well, they're going to do a prudence audit
of that so I'll throwit away. There's a |ot of decisions to be
made and when they're going to receive nost of their -- 95
percent of that difference anyway, then | think there's very
little incentive for themto make econom c deci sions.

COW SSI ONER RUPP:  Thank you.

JUDCGE DI PPELL: Conmi ssi oner Col eman, any
questions?

COW SSI ONER COLEMAN:  None.

JUDGE DI PPELL: Conmi ssi oner Hol sman?

COW SSI ONER HOLSMVAN:  No.

JUDGE DI PPELL: M. Chairman, you have
addi tional questions?

CHAI RMAN SI LVEY: Thank you. Yeah. Just a
qui ck foll ow up
FURTHER QUESTI ONS BY CHAI RMAN SI LVEY:

Q And | think you kind of touched on it in your

conversation wth Conm ssioner Rupp, but does a 5 percent cost

share offer any incentive to Areren to control costs?
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A In ny opinion, it does not. It's not 5 percent
-- it's 5 percent of a incremental difference. So we're talking
| ess than 1 percent of their total fuel costs.
So you don't believe it offers any incentive?
No, | do not.
It could be 5 percent or it could be zero?
That's right.

And this comm ssion could find it to be zero?

> O > O > O

And it woul d probably be about the same
I ncentive, yes.

CHAI RVBN SI LVEY: Ckay. Thank you.

JUDGE DI PPELL: Is there cross-exam nation based
on conmi ssion questions from Consunmers Council ?

MR. COFFMAN:  No, Your Honor.

JUDGE DI PPELL: Staff?

M5. BRETZ: No.

JUDGE DI PPELL:  Aneren?

MS. TATRO Yes. Thank you.
RECROSS- EXAM NATI ON BY MS. TATRO.

Q So, Ms. Mantle, what your -- well, let ne start

by -- Conmi ssioner Rupp asked you sone questions tal king about

the genesis of the 95-5 sharing. Do you renenber those

questions?
A Yes.
Q And | think you tal ked about the FAC for Ameren

TI GER COURT REPORTI NG LLC 405

WAV Tl GERCR. COM 573. 999. 2662




© o0 ~N oo o B~ w N

N O N I I S R e e S N N T i o e
g &5 W N P O © © N o O b w N kB O

ER-2019-0335 , Vol. XV

M ssouri being granted in 2009; is that correct?

A It was in their 2008 case, yeah.

Q Probabl y 2009?

A March 2009, | believe.

Q (kay. And Ameren M ssouri certainly had the FAC
at issue in every rate case filing since then. Correct?

A Yes.

Q And you saw the attachment to Andrew Meyers --

the exhibit to Andrew Meyers rebuttal testinony that listed all
of the different cases and which parties had presented
alternatives to the 95-5 sharing. Correct?

A It listed all but three cases. |'mjust
assum ng those got overlooked. And it also included a case
where -- Ameren's first case in which you asked for an FAC where
you did not get it. So it wasn't just -- but it is a list of

all the rate cases, yes.

Q Fair enough. So when Ameren M ssouri filed case
ER-2011- 0028, woul d you have still been on staff?

A Yes, | was.

Q (kay. And did you raise -- did you suggest a
different sharing percentage at that tine?

MR HALL: | don't nean to interrupt, but if it
will aidin questioning, we have copies of the schedul e that
Ms. Tatro is referring to, if the witness would like to review
t hat .
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THE WTNESS: Whiich case were you were referring
to, Ms. Tatro?
MB. TATRO ER-2011-0028.
THE WTNESS: So that woul d have been two cases
renmoved fromthe case where you received your FAC.
BY M5. TATRO
Q Were you the witness for Staff on the FAC

sharing percentage in that case?

A No.

Q Who was?

A Matt Barnes.

Q Ckay. And did M. Barnes recomend a different

FAC sharing percentage?
A He recomended 85-15.

M5. TATRO. May | approach?

JUDGE DI PPELL: Yes. (o ahead.

M5. TATRO So | only have to do this once, |'m
going to give you two of them

JUDGE DI PPELL: Coul d You show that to her
attorney?

M5. TATRO. Yes. This is the section on the
report and order. And | don't have copies because | didn't
assune we' d be doing this.

THE WTNESS: And, Ms. Tatro, | did realize |

was | ooking at the Enpire case that Matt Barnes provided
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testinony in that case. You're talking about ER-2011-0028. |
was the witness in that case, and it was 85-15.
BY MS. TATRO

Q Ckay. |'Ill hand you these two docunents. |
apol ogize. It's nmy only copy. W have taken notice of these so
they are in the record. But |ooking at the docunent from
ER-2011-0028, it's the report and order fromthat rate case.

Correct?

A Yes.

Q And 1've only given you a portion of it. But
could you turn to page -- | believe it's Page 867?

A kay.

Q There about a third of the way down it says
deci si on, nmeaning conm ssion decision. Well, first of all, it's
in the FAC section right where -- if you look through there,

it's tal king about the sharing percentage. Correct?

MR HALL: |'mnot so sure this is an objection
but can | ask before we go down this rabbit hole for Ms. Tatro
to identify which conm ssioner question this is responding or
reference to?

M5. TATRO It was Conm ssioner Rupp, which
previously stated.

THE WTNESS: Yes, it's about the sharing
mechani sm

BY MS. TATRO
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Q And can you read for me the paragraph that's
under the heading decision? | think it's conveniently
hi ghlighted for your convenience.

A Staff stated reasons for experinenting with
adj usting the sharing nechani smof Ameren Mssouri's fue
adj ustment clause to inplenment an 85-15 split do not w thstand
scrutiny. Inposing a significant financial burden on the
company sinply to experiment with an alternative sharing
mechani smwoul d be unfair to the Conpany. The Commi ssion finds
that there is no reason to change the sharing percentages in the
fuel adjustnment clause under which Areren M ssouri has operated
for the past several years. The Commssion will retain the
current 95-5 sharing nmechani smincluded in Areren Mssouri's
fuel adjustnent clause.

Q So you would agree with ne, Ms. Mantle, that the
Comm ssion nade an affirnative decision that it was going to
retain the 95-5 rather than follow your experinentation offer?

A | woul d not -- the Conm ssion characterizes it
as an experinent and the Comm ssion that was there at this tine

did come up with -- that is the decision that they made.

Q Ckay. Then the second docunment that | provided
you i s fromER-2012-0166; is that correct?
A Yes.
Q Agai n, that another Ameren M ssouri rate case?
A Yes.
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Q And, again, | provided you the section on the
FAC, is that correct?

A That is what it seens, Yyes.

Q All right. And if you would turn to Page 83 --

MR. COFFMAN:.  Your Honor, |'mgoing to object.
|'mnot sure that | see the connection to the inquiry that
Conmi ssioner Rupp had with this witness. |f M. Tatro wants to
recite various past orders on this issue, they' ve placed themin
the record. They have the ability to cite it in their brief. |
don't see the point of having the witness just read sel ected
paragraphs that they |like fromprevious orders into the record.
It's already in the record.

JUDCGE DI PPELL: 1'mgoing to overrule your
objection. | believe it relates to Conm ssioner Rupp's
question, and as long as it's not too onerous a provision of the
statute or the report and order, you can go ahead.

MS. TATRG  Thank you.

BY M5. TATRO

Q So, Ms. Mantle, are you on Page 837

A Yes.

Q And, again, there is a section |abel ed decision
and there's a paragraph. | did not conveniently highlight it
for you this time, but is that -- can you read that to yourself
pl ease?

A (Wtness conplied.) Ckay.

TI GER COURT REPORTI NG LLC 410
WAV TI GERCR. COM  573. 999. 2662



© o0 ~N oo o B~ w N

N O N I I S R e e S N N T i o e
g &5 W N P O © © N o O b w N kB O

ER-2019-0335 , Vol. XV

Q And, again, that contains very simlar |anguage
to the order that you read previously, the 2011 case. Correct?

A Actually, it looks like it was a cut-and-paste
expect for 95-5 had percentage after it instead of just with no
percentage. It is the very sanme paragraph

Q Ckay. And, again, this paragraph says that the
Conmi ssion declines to experiment with adjusting the sharing

mechani sm of the FAC. Correct?

A Yes.

Q And that -- were you the witness for Staff in
this case?

A Yes.

Q And it also says that the Conm ssion makes --

and in this paragraph the Conm ssion makes an affirmative
determ nation that there's no reason to change the sharing
percentage in Areren Mssouri's fuel adjustnent clause.
Correct?

A The Conm ssion did make a decision that there

was no reason to change the sharing percentage in these cases.

Q It's a specific finding. Right?

A [t's under decision in their order.

Q And the | anguage says, The Conmission finds?

A Yes. The Conm ssion finds there is no reason to

change the sharing percentages in the fuel adjustnent clause.

MS. TATRO. Thank you, Ms. Mantle. Nothing
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further.

JUDGE DI PPELL: Are there any redirect
questions?

MR HALL: Just a couple. Thank you.
REDI RECT EXAM NATI ON BY MR HALL:

Q Ms. Mantle, Conmi ssioner Silvey asked you about
your justification for proposing 85-15 sharing versus the
current 95-5 sharing. Do you recall that conversation?

A Yes.

Q Do you recall, | believe it was in response to
Conmmi ssioner Silvey, that you al so renmarked that you woul d
prefer a situation without any FAC in your personal preference.
Correct?

A That is ny personal preference. Yes.

Q But that's not what you're asking for in this
case. Correct?

A No, it is not. Qur office decided that it would
file testinmony that did reconmend that there be an FAC for
Aneren M ssouri

Q So then why are we asking to -- why are asking
to change the sharing mechani smversus strike the whole thing?

A It has become established practice in the state
of Mssouri to have a fuel adjustnent clause. Wat | have
| earned over these years with the fuel adjustment clause is that

it is always changing and it should always -- it should al ways
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be allowed to be changed with change in circunstances. |n every
one of the cases Aneren, Evergy, Enpire, the utilities always
ask for changes, nodifications to their FAC, and this is a

modi fication based off of what our office saw that the

| egi slature had set what it believed was an appropriate
incentive to result in action fromthe utility. W saw that as
direction that we should also be asking for a change in the
sharing percentage for the FAC.

Q When you just referenced nodifications to the
FAC, am| correct, you're talking about certain inputs that have
been added to the FAC that weren't originally with the FAC?

A There's been costs added. There's been costs
changed. There's been changes to accunul ation periods and
recovery periods. There have been all types of changes in the
rate cases before the Conm ssion, just as the statute envisioned
when it said that it could only be changed or nodifi ed,
continued, discontinued or approved in arate case. So it is an
evolving creature, the FAC is.

Q Chai rman Silvey al so asked you about our
office's agreement to the net base energy costs. You reviewed
the net base energy cost nunbers that were proposed by Staff and
the Conpany for this case. Correct?

A Yes, | have.

Q And in your work fromboth -- in your work from

being on both Staff and OPC, you've reviewed net base energy

TI GER COURT REPORTI NG LLC 413
WAV TI GERCR. COM  573. 999. 2662



© o0 ~N oo o B~ w N

N O N I I S R e e S N N T i o e
g &5 W N P O © © N o O b w N kB O

ER-2019-0335 , Vol. XV

cost filings before. Correct?

A Yes.

Q I n your experience has net base energy costs
calculated in a rate case natched what the future i s going
forward?

A [t has not.

Q And that msmatch is not because of any active
decision by a party, that's just how math works?

A It's -- the net base energy cost is based off of
historical and projected from production cost nodeling, and it
will not -- it does not take into account all the things that
happen just on a daily basis. So it wll always be wong, just
as it was before there was an FAC, that fuel costs that was
included in rates was al ways w ong.

MR HALL: Thank you, Ms. Mantle. No further
questi ons.

JUDGE DI PPELL: Al right. Thank you
Ms. Mantle. Youmay step down.

| believe that concludes all of our wtness
testinony. 1Is there any other matters that the parties need to
di scuss on the record?

MR LOWERY: Conmi ssioner Rupp, would you |ike
your figures before you | eave?

COWM SSI ONER RUPP:  Sure.

MR LOWERY: Appendix J to the corrected
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stipulation that was filed, |I think, on March 2nd has the
figures. |It's about a 1.24 percent overall decrease.
Residential is 1.15 percent. Residential -- typical residentia
customer woul d be about $1.15, $1.20 a nonth.

COW SSI ONER RUPP:  Excel l ent. Thank you.

JUDCGE DI PPELL: Thank you for that. |Is there
any other itens that the parties need before we adjourn?

MR LOAERY: Real quick, not that |'m pushing
for it inmrediately or anything, we have plenty of time, but
transcripts, when do you expect thenf

JUDGE DI PPELL: Right now, the transcripts are

set to be returned to the Conm ssion on the third business day

from today.

MR LOWNERY: They will be available next week
t hen.

JUDGE DI PPELL: So we'll get themin the record
as soon -- in EFIS as soon as we can after we receive them and

make sure everything is correct.

Briefs are scheduled to be -- initial briefs are
schedul ed to be filed March 30th; reply briefs, April 7th.

We haven't ordered this in a long time, but I
will invite you all to file proposed findings of fact and
conclusions of lawif you would like. You're not required to by
any neans, but they will not be rejected.

Anyt hing el se?
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| do appreciate the amount of work that went
into the stipulations and agreenents and limting this hearing
to a few hours. So thank you all for your hard work on that.

The stipulation is schedul ed to be discussed i
agenda in a few mnutes, so wth that we can adjourn and go off
the record. Thank you.

( THE HEARI NG HAS CONCLUDED. )

(OFF THE RECORD.)

n

TI GER COURT REPORTI NG LLC
WAV TI GERCR. COM  573. 999. 2662

416



© o0 N oo o B~ w N P

N D NN NN P R R R R R R R R
o A W N P O © 0 N O O M W N P O

ER-2019-0335 , Vol. XV

CERTI FI CATE OF REPCRTER

|, Lisa M Banks, CCRwithin and for the State of
M ssouri, do hereby certify that the w tness whose testinony
appears in the foregoing deposition was duly sworn by ne; that
the testinmony of said witness was taken by ne to the best of ny
ability and thereafter reduced to typewiting under ny
direction; that | amneither counsel for, related to, nor
enpl oyed by any of the parties to the action in which this
deposition was taken, and further, that | amnot a relative or
enpl oyee of any attorney or counsel enployed by the parties

thereto, nor financially or otherwi se interested in the outcone

/%/é Kf«// &C\

Lisa M Banks, CCR No. 1081

of the action.
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