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In the Matter of Union Electric Company d/b/a )
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Ryan Kind, of lawful age and being first duly sworn, deposes and states

1 My name 15 Ryan Kind. T am a Chief Utility Economist for the Office of the Public
Counsel

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

3 I hereby swear and affirm that my statements contained 1n the attached affidavit are
true and correct to the best of my knowledge and belief
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Subscribed and sworn to me this 5™ day of November 2008
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SURREBUTTAL TESTIMONY
OF
RYAN KIND
UNION ELECTRIC COMPANY
CASE NO ER-2008-0318

PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS.

Ryan Kmd, Chief Energy Economist, (fice of the Public Counsel, PO Bov 2230

Jefferson Citv. Missoun 65102,

ARE YOU THE SAME RYAN KIND THAT HAS PREVIOUSLY FILED DIRECT TESTIMONY IN
THIS CASE REGARDING REVENUE REQUIREMENT ISSUES AND DIRECT TESTIMONY
REGARDING CLASS COST OF SERVICE (CCOS) AND RATE DESIGN ISSUES AND
REBUTTAL TESTIMONY REGARDING REVENUE REQUIREMENT AND RATE DESIGN

I3SUES?

Yes

WHAT I5 THE PURPOSE OF YOUR TESTIMONY?

The purpose of this testimony 15 (1) 1 address the rebuttal tesimony of vanous witnes»es
regarding the Class Cost of Service issuz and {2) to respond to the rebuttal wesnmony
remarks of Umion Electric Company (UE} witness Shawn Schukar m the areas of off-
systemn sales (0S8} margins on asset-based and non-asset based wholesale power
marketing transacnons and the mprtation of OSS marpins 40 hold customers harmbess
fronn the smpacis of UE 5 aom Saub disaster  Thus testimony mncludes the results of an

updated UPC class cost of service study
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1

Class Cost of Senvice (CCOS) Swdy

A

Dip UE AND OTHER PARTIES IN THIS CASE PROVIDE COMMENTS ON THE CCOS
STUDY THAT YOU PRESENTED IN YOUR DIREGT TESTIMIONY REGARDING CCOS AND

RATE DESIGN ISSUES?

Yoo COOR wimesses from U (Wilham Warwch and Wilbon Cooper) stall (David
Ruost MILC (Maunce Brubabety Noranda (Donald Johnstoned and the Commercial
Group (Richard Baudino)y intoized some of the anady sl approaches that OPC useg m

ws CCOS sady

HAVE ANY OF THE PARTIES RAISED ADDITONAL ISSUES ABOUT OPC's CCOS sTuny

BEYOND THOSE THAT WERE RAISED iN THE ABOVE CITED REBUTTAL TESTIONY?

Yeo In LE s third senes ot data requests 1o OP{ that were sued Tast weekh UF ransed

a~s additinnal 1ssue abow the financial data that OPC teed 1m0t studhy

PLEASE EXPLAIN THE ISSUE ABOUT OPC’S CCOS STUDY THAT WAS RAISED BY UE'S

RECENT DATA REQUEST

DR No UR-OIPC 21 requests mformanon regarching the manner m which OPCs OC08
stugy  ised financial dima n the arexs of Deprecmation Expense, Gross Plant ang
Depreciation In DR No UE-OPC 21 UE inplies that OPC has used dala froem a test
vear emdimg Tune 30 2006 rather than wnhang data perunent o the st vem {on the

current rae case
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Q.

HAVE YOU REVIEWED THE WORKPAPERS THAT SUPPORT OPC's CCOS sTuDY N
RESPONSE TO ISSUES RAISED IN REBUTTAL TESTIMONY AND TO SEE IF YOU
INADVERTENTLY USED FINANCIAL DATA FROM A TEST YEAR ENDING JUNE 30, 2006
RATHER THAN UTILIZING DATA PERTINENT TO THE TEST YEAR FOR THE CURRENT

RATE CASET

Yes. | have reviewed the workpapers tor OPC™s CCOS study and [ did not find the old

test year data that UE alleged was used in OPC s swudy 10 this case

THERE HAVE BEEN TWOD “SETTLEMENT/TECHNICAL” CONFERENCES IN THIS CASE
SINCE THE TiME THAT DIRECT CCOS TESTIMONY WAS FILED IN THIS CASE. DID UE

RAISE ANY OF THESE CCOS 1SSUES DURING THOSE CONFERENCES?

Ne Mr. Kind was available to discuss his CCOS atudy and supporting workpapers a1 the
two technical conferences but U did not make any iquines about OPC s CCOS study

and supporung workpapers at that tme

DO YOU HAVE ANY OTHER REMARKS ABOUT OPC’s CCOS sTuDY?

Yes  As | was reviewing the workpapers for my CCOS study in response 10 issues rused
m rebuttal 1estimony and to see if | machentently used data from a test venr ending June
30. 2006 rather than uubizing data pertinent to the test year for the current rate case, |
noticed thal the class cost of service allocator {allocator number 3 1n OPC'y CCOS
workpapersy did not pudl in all of the cost data that | had wtended for 11 to use i making
the CCOS allocator calculator | then changed the ealculanions that were made to creats
tins allocator so that 1t mcluded addiional cost input data afier becorming aware of the
problem with the CCOS allocator Changes to the cost input data for ths calculator had a

small unpact on the value of ths allocator for the clagses that were used 1n my sitdy
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Q

A

A

II_Financial Hedging - Net Marg

DID THE CHANGE IN THE VALUE OF THIS ALLOCATOR CAUSE A CHANGE IN TME

RESULTS OF OPC's CCOS sTUDY?

Yes  The changed value for the COOS allocator caased small chanses i the resuls
calolared 1 OPCs COGS study when ether the 1ime of use {TOU o1 4CP Asgrage and
Peak (A & P production cost allocator 1> used  The revised resaits of OPC . stuay are
presemed m Attachment A Tables 1 and 2 i Avackiment A contamn updatsd resubts thar
replace the sesults in shuwn lables | ang 2 on page 6 of o direct wshimany 12 2anding

CC0S and sate design isstes

HAVE THE REVISED RESULTS OF OPC’S CCOS $TUDY CAUSED YOU TO CHANGE THE
RATE DESIGN RECOMMENDATION THAT YOU MADE ON PAGE 7 OF YOUR DIRECT

TESTIMONY?

Ao Based on the tesults of OPUs revised CCOS study, Fonll Jo not believe min rivenue

neutral Clisg< shedts should be made m shis cuse

L Angt s

BEGINNING AT LINE 12 ON PAGE 22 AND CONTINUHNG THROUGH PAGE 28 OF HIS
REBUTTAL TESTIMONY, UE WITNESS SHAWN SCHUKAR ADDRESSED OPC's
RECOMMENDATION ABOUT INCLUDING UE'S FINANCIAL NET MARGINS IN THE
CALCULATION OF UE’S TOTAL NET MARGINS IN THE OFF-8YSTEM SALES {Q5S) AREA

WHAT IS YOUR RESPONSE TO MR SCHUKAR'S COMMENTS?

Mr Schubar strenuously obeets o ingluding amy of the margms tha U reiflects w s
calealaton of Financial Hedging  Net Margins on e Performance Scorecards tor it
power marheting operctions  Mr Sthukar goes on o nuscharacterize iy testimony by

aecusing me at hine 18 on page ?3 of  oustepresenting the budgeted value added
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A

number © Mr Schukar further states inar* he 18 misrepresenting that number because it s
not an addihonal budgeted ttem over and above the offos stem sales that were already

budgeted ™

Db YOU MAKE STATEMENTS IN YOUR DIRECT TESTIMONY CLAIMING THAT THE
FINANCIAL HEDGING — NET MARGINS WERE “AN ADDITIONAL BUDGETED iTEM OVER

AND ABOVE THE OFF-SYSTEM SALES THAT WERE ALREADY BUDGETED?”

No it appears that Mr Schuokar should have read my direct tesumom on this subgect
more closely My direct iestimany stated at line 1 on page ¢ that

if the Commession decided 10 use the OSS margins on energy sales from

enther the Statf™s or the Company *s producton cost modets as pan of the

basis for determmning UE's current peniod revenue requirement m this

case, then it needs to add addimonal margins on energy sales to reflect the

additional earnings that UE"s Asset Management & Trading group (n

2008 this internal UE group began performing the wholesale marketing

fimetions formerly done al Ameren Energy) 5 making through forward

sale wholesale ransacnons and financal hedging
Despite Mr Schukar & allegations 1o the contrary, my estumony dogs not recormmend
adding UE s Fimancial Hedging ~ Net Marging 1o the figures that UT has for s 2008
budger or Uk's Apnt 13 2008 reforecast of 1ts 2008 budget Instead the approach that |
recommended m o dired? testimony was 1o edher use UE’s April 15, 2008 reforecast of
18 2008 budgeted Gross Marzin in the 0SS area or if the Commussion chose instead to
rely on either the Staff or Company fuel modet runs for the determination of eneray
margms trom 058, then 1t should add the Financal Hedging - Net Margin average
amount for 2006 and 2007 to these 0SS energy margine | emphasized this approach
agam in my drect testmony at line 21 on page 9 where | stated that these 2006 and 2007

figutes represent “earnmgs in the OS8S area that will not be reflected in the production

cost model cateulations perfonned by SufTand UET
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Q

AT LINE 14 ON PAGE 24 OF HIS TESTIMONY, MR SCHUKAR STATES “THIS FINANCIAL
MARGIN ~ THE VALUE ADDED By AM & T REFLECTED ON THE 2006 AND 2007
SCORECARDS MR KIND REFERENCES HAS ALREADY BEEN INCLUDED IN MY
RECOMMENDED LEVEL OF OFF-SYSTEM SALES” DO YOU AGREE WITH THIS

STATEMENT?

oo There 1s at least one component ot the Tinancial Hedaing Net Margins figures for
2006 and 2007 that are not included in Sh Sehubar < recommended favel of off-5 sten
safes* M1 Schohi < reaponses 1o OPC DR Nos 2165 and 2166 (see Attachment B)
admitied thai the short-term and Jong-1etm son-asset based (Sped) trading companents of
Fuanonad Hedgng - Net Marging are not meluded 1w lus recomimended level of oft-

sy 3lem sales

HOW DID YOU DISCOVER THAT UE’S CALCULATION OF FINANCIAL MEDGING ~ NET

MARGINS INCLUDES A NON-ASSET BASED {SPEC) TRADING COMPONENT?

LE s responses ta OPC DR Nos 2167 and 2112 (See Attachment O beted the vanous
components tha are meluded m the Pmancial Hedging New Margins category and poth
responses included non-asset based (Spec) rading The response 10 OPC DR No 2112
bated the toltowing components that are mctuded in the Fmancaat Hedgmg - Net Margims
category for UE s Asset Manapement & Tradmg {AM & 1) group

s Long Term Dyranue

s Lone {enn Spec

*  Short Tens Spec

s Shor Term Hedee Dmancsal

*  Short Ferm Hedge Physieal

» Raal Time

®  Basis

4
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Capacity Sales

s Anciilary Sales

o Sioux Coal Blending Savings

* Regulation Optimization

* Real Tune CTCG Management and

» (16 Congesnon Management

Q IN YOUR DIRECT TESTIMONY, YOU DISCUSSED THE 0SS MARGINS THAT UE MAKES

FROM ITS SPECULATIVE (NON-ASSET BASED) TRADING ACTIVITIES ON PAGES 10 AND
11, HAS YOUR RECOMMENDATION FOR REFLECTING THESE MARGINS IN UE's
REVENUE REQUIREMENT CHANGED SINCE THE TIME THAT YOUR DIRECT TESTIMONY

WAS FiLED?

A Yes  Inmv dircet esumony, 1 stated at the top of page 11 that

Public Counsel 15 not making that recommendation [to include margins

from non-asset based tradmg i UE’s revenue tegusrement] at this tune

and we are sull explonng the 1ssue We do however dispuie UR s

conteniton 1n its response w0 OPC DR No 67 that these revenues and

expenses should be excluded trom consideration m Missourt PSC rate

cases because of UE's agseruon that there v & FERC regulauon that

requires ‘below the line meatment in FERC proceedings.
After tearmng more about this 1ssue, and seeing that the margins from these actrvities are
a0t being mcluded in UE"s recommended level of offesystem sales despite Mr Schukar’s
mistahen assertion at lise 14 on page 24 of his rebuttal testimony, 1 am aow
recommending that the marginy associated with UE 5 non-asset hased trading activinies
be included 1 the calculation of O8S margins for UF's revenue requirement in thus case
The statement that | made in my direct estimony at line 10 on page 9 about the earnings
generated from UE's AM & T group 1n the Fraancial Hedging - Net Margims categon 18

also appheable (o this component of that category. Beginming st line 10 on page 9 of my

direct tesumony | stated
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These earmngs are geparaiad by UE employess wang reguiated undiy
facHioes that d1e adso supported by reyenues from raicpay e
The guestions that [rased ar boes 100 20 o0 page 10 of my rebettal testunony should
also be addressed 3 UL atiemphs o shield the non-asset based radmg portion of e
margins w the U85 ared from oclusion 1 s wyenue reduirenient by asserting that tus
part oi oty UL opeiditons 15 a0t subjedt 10 comt 0f service regutaton by the Nissoun

 DIMNHASION

WHAT IS THE AMOUNT OF MARGINS FROM UE'S NON-ASSET BASED TRADING
ACTIVITIES THAT OPC RECOMENDS BE INCLUDED IN THE CALCULATION OF 0SS

MARGINS FOR UE'S REVENUE REQUHREMENT IN THIS CASE?

Public C ounsel recommends thar ** ** oo included as the margins trom UL »
ron-assel based tradmy actnnws THes figure represenis the nonetssel based trading
marging that UF has acoally generated for the year ending Soptember 30 2008
caleulated s anngal amount from the spreadsheer ttled "OPC 2178 and 2179 107 that
UF provided m s responses to OPC DR hos 2178 and 2179 1The rosponse 10 OPC DR
Noe 21VR contains this spreadsheet and » attached as anachiment D Auschment £
shows the Calow avon tat | made w sum the amounts of monthly nowrasset based rading

margus for the vear ending Seprember 30, 2008

Is PUBLIC COUNSEL STILL RECOMMENDING THAT AN AVERAGE OF THE 2006 AND
2007 AMOUNTS FOR THE OTHER COMPONENTS FINARCIAL HEDGING — NET MARGINS
CATEGORY BE ADDED TO THE FUEL RUN ESTIMATES OF 0SS MARGINS FROM ENERGY

SALES?

Moo While OPC sull bebaves thay the margins rom the other components of the

Fmancial Hedgmg -+ Net Margins categon shoudd be reflected an UL s revenwe
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requirement, we beheve that additional time and information 18 required to assess alt of
the different components to make sure that they would not already be reflected m UE's
revenue requirement through fusl run cstimates of O8S margins from energy sales

OPC’s decision to drop our recommendation with respect to the components of Finaneial
Hedging ~ Net Maigins other than the non-asset based trading component has aiso been
influenced by our deciston to recommend that the Commussion use actual 0SS margin
results from the vear ending September 30, 2008 1 place of OPC s prior direct testimany

propesal to use UE’s 2008 budpet projections for 088 margms

I1l. Overall OSS Muargins

Q. DiD MR. SCHUKAR ADDRESS OPC’S RECOMMENDATION 1O USE AN UPDATED UE

0SS BUDGET PROJECTION IN HIS REBUTTAL TESTIMONY?

A Yes beginmng at bme 8 on page 10 and conumung through page 14, Mr Schuka
addresses the recommendatons made by OPC and by MIEC fo use UE s budger
projections for OSS margins o 2008 In fus teshimony, Mr Schukar cites 8 nomber of
1ssues that he has with using UE's budger projections mciudmg {13 the smali mismarch
between calendar vear 2008 budget information and the historical test yenr and true up
period and (2} the uncertainty of the budgeted values  As | read Mr Schukar’s statement
at dme 21 on page 10 of s rebuttal westumony, 11 became clear that he did not fully
understand the OPC proposal that be was attempting 1o critictze At line 21 he stated

I will address the energy sales recommendations of Mr Dauphinass and
Mr Kiind, now, and will address Mr Knd's proposed muscellaneous
addivons laier in ty rebuttal testunony [Emphasis added]
Somehow Mr Schukar interpreted OPC s proposal to use of UE's overall 0SS budget
estimale as a proposal w use the 2008 budget estumate solely as a measure of the energy

sales portion of UE's 088 margins  This » mistaken. My direct testimony contained
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propasals for adding addiional current period matgims rom capscity sales (<ee page ¥
e 16) and Dinancial Hedgmg  het Marpims (see page 9 hine 213 onby o 1
Comminaion chose 0 use results from the Staft o Company s tuel madel rather than

ustig the overall budeeted OSS margan figure bewng recommended by OPL

PLEASE DESCRIBE OPQC’S NEW PROPQSAL FOR CALCULATING THE CURRENT PERIOD
053 MARGINS THAT SHOULD BE REFLECTED IN UE’S REVENUE REGUIREMENT IN THIS

CASE.

OPC recommends that cmrent peuod USS margins be based on the overall leved of
sctuab mareins that Uk carns for the sear endiny September 30, 2008 adjusted for the

energy gid capacity O8NS margins forgone due to e Laum Sauk outage

How DOtS OPC RECOMMEND THAT THE CURRENT PERIOD OS5 MARGINS BE

CALCULATED?

OPC recominends calculanng these marzms wn the same manner that L1 eses w calcolate
maigins on the perfomnance scoiccards for the AM & T graup LE s response 1o QPC
DR Mo 2109 iSee Attachment U desertbes how the AM & T margin s caluudeted UE S
response 1o OPC DR No 2100 qrates

The AME T Gross Margn 15 calculated a5 revenues munus cost flum all

of the followmyg actvipes excess sales of pencrahon afier natnve sales

brlateral niet sales, sovaps phons, vapaat net sales and non-asset based
trading

WHAT AMOUNTS WOULD NEED TO BE ADDED TO THE AMAT GROSS MARGIN N
ORDER TO MAKE ADJUSTMENTS FOR THE ENERGY AND CAPACITY OS5 MARGINS

FORGONE DUE TO THE TAUM SaUK OUTAGE?
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A OPC recommends that (i} the difference between the value of O88 energy marging
calculated by the Staff or Company fuel runs done with and without Taum Saub, be uscd
for the forgone energy margms and {2) the Taum Sauk hold harmless adjustmenr shown
in Table 2 on Atachment C 1o my threct lestimony *¥ **, be added 10 reflent

the forgone current period eapacity sales due 1o the Taum Sauk outage

Q. WOuULD OPC'S PRIOR PERIDD TAUM SAUK HOLD HARMLESS ADJUSTMENT BE ADDED
TO THE CURRENT PERIOD OSS MARGIN CALCULATION THAT YOU HAVE DESCRIBED

ABOVE?

A Yes OPC's recommendation for a prior period Taum Sauk hold harmless adjustment

presented m my direct testimony bas not changed

Q HAS PuBLic COUNSEL ATTEMPTED TC OBTAIN TRE INFORMATION THAT I8

NECESSARY TO CALCULATE THE AM & T GROSS MARGIN?

A Yes OPC DR No 2146 requested thus mformation for the vear ending September 30,
2008 and OPC DR No 2147 requesiad this same mformanon for the vear ending
September 30, 2007 UE’s response to these DRs {see Awachment G) stated that ¢ had

“not performed the requesied analysis ™ for the time penod specified m the DRs,

6] WERE YOU SURPRISED BY UE’S RESPONSES TO OPC DR Nos 2146 AND 21477

A Yes s difficult to see how UE could have determinzd whether or not its power
marketing group would be ehigible ta recene meentive compensation without performing
the analysis requested by OPC For esample. UE's response to OPC DR No 2086
ncluded quarierly performance scorecards for UE's power marhenng agent, Ameren

Frergy dor the vears 2006 and 2007 These scorecards contamed quanerdy calculations
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j tor Ameren bnergy " {ross Margin that presumably wore used as the Basis for awarding
2 for not awarding) mcestive compaatiog dunng those vears OPC will 1ot resnibve this

Jdiscovers fasee with the Company sa that we can poovide the Commusaion with an actual

o)

4 hzure (not adjisted for e Toum Sauh outage) for §F 5 088 margms { the v e endimg

.

the 3 car endmg September 34, 2008

£ Q DO YOU HAVE ANY OTHER INFORMATION ABOUT THE METHOD THAT UE USES TO

CALCULATE THE GROSS MARGIN FIGURES THAT ARE PART OF THE PERFORMANCE

-3

8 SCORECARDS FOR AMEREN ENERGY AND THE NEW AM & T DIVISION OF UE?

G A Yes  LE s responses 1o OPC DR Now 2106 and 211 tSee Anachment H) show the
SC bt framnew ok that GE uses 1o perform the caleulanons of the Gross Margie figures

11 Q. Does OPC HAVE A “PLACEHOLDER” RECOMMENDATION FOR OS5 MARGINS WHILE
P2 ! IT IS WAITING TO RECEIVE INFORMATION FROM UE IN RESPONSE TO OPC DRS Nos.
i3 2146 AND 21477

14 A Poam relactant to recommend a “piaceholder ' wince there e comparable calculaton
is that takes a comprehensive looh at UE » OSS marging A " placeholder  would need to
i take an afternative approach to adding together all of the components in an attempt o
i7 auge OSY matpims ¢ mannel as comprahensive as e Grass Margin caleulatons
18 requesied 1 OPC DRs Nos 2146 and 2137 The framework for periommung these
16 cileulations that 15 showr 1 U s response to OPC DR No 2111 could be used to
pill rephicate the calcelations that UF performs 10 deternung the comprehensis e assessment of
k3 O8S margens that 1s mcduded v the Gioss Margin fipore on AM & 1 s performance
22 seorecard
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Q.

PLEASE DISCUSS SOME OF THE MAJOR COMPONENTS THAT ARE SHOWN IN THE

FRAMEWORK FOR CALCULATIONS PROVIDED IN UE'S RESONSE TO OPC DR NO.
2111,

Farst UE 5 actual 0SS revenues and coses assoclated wath s sales of energy. capacity
and anstllary services would need to be determmed  UL’s thard supplemental response 10
Staff DR No 0242 contams this mformation for the vear ending September 30 2008

Thes response ndizates that UEs actual OSS marging for the yvear ending Sepiember 30,
2008 wag ** ** This figure appears to mclude actual margims on capaciyy

sales and ancillary services but does not include the addulonal energy and capacity sales
margins that wouid have been possibie if Taum Sauk was snll in setvice Public Counsel
alsa does not expect this figure to nctude many of the other components of 088 margmns
that are ncluded 10 the category that UE defines as Finanoml Hedping - Net Margins
{¢ g non-asset based trading margins) so some of these components would atso probably
need to be added 1o the =+ #* figure 1o arnve at @ 1oial that refleers ali of

the 0S8 margens for the vear ending September 30, 2008

WHY HAS OPC CHOSEN TO CHANGE ITS PROPOSAL FOR DSS MARGINS AT THIS

TIME?

Ttas change wus made 1n response to my review of Mr Schubat’s rebutial testimony
regarding the use of budgeted (0S8 margin data and a review of the Commission’s
decision sbout the OSS margin wsue i Eropire 5 most recent rate case (Case No ER-
2008-00933 In the recent Fmpre case, the Commssion agreed with Public Counsel that
the tevel of OSS mareins eared 1 the most recem 12 month period {the update period
went through February 29, 2008) was the ~best indwcator of the margins st will ihely be
able to earn o the coming vears™ tJuly 30, 2008 Report and Order 1n Case No FR-2008-

(093, pages 36 and 57)
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ihe Fmpire, UE nae expenenced a number of recent changes that impact the level of
NS mangins wackives A couplie of those maor recent changes include the termination
of the [omt dispatch agreement (DAY less than twa sears dgo and the creaton of the new
AN & T group at the start of 2008 At hine 19 o0 page 22 of his rebuttal testimony Mr
Schudar states that this new Jdivsion of UE s " charged with mavimermy energy and
capactty sales ffom UE » generaang unis  Many of the other recem changes that have
anpacted Uk s abihiny woeamn OSS maigins were docussed ar pages 4 - 6 of mv dires
tesumony in LE™s last mte case Case No ER-2007.0002  In that direct tesymony |
resoirpended the ase of an USSR gucher smee UE & recent 088 1esidts would pot have
been indicative of the fevel of magins that 1 was Bhels 10 earn in future veans Now that
we have a couple of years of eapenence subsequent 1o the occurrence of many of the
changes that tmpact L L O8% margms, Tam recommending that we refleit the resuls of

that1ceent expenence in LE » revenue reguirement

imputaton of 'laum Sauk Hold Harmless Capacity Sales

WHAT IS YOUR RESPONSE TO THE TESTIMONY OF UE WITNESS SHAWN SCHUKAR

REGARDING THE CAPACITY SALES ADJUSTMENTS THAT OPC HAS PROPOSED TO

HOLD CUSTOMERS HARMLESS FROM THE TAUM SAUK DISASTER?

M: Schuhar addresses OPC © enrrent perind hold harmiess adiustment recommendation
a pages 20 - 22 of s rebuogtal testimony and e addresses OPC S praor perind hold
harmiess adpstment recommendanon on pape 27 He crivcires both of OPC S
recommendations based on his drpument tha ince the Company has been unable 1o sel
all of 18 oveess montbly capacity it does ol make sanse 10 assume that VIE could make
the addional anpual sales of capacity that GPC uses as the basis {or it current and pror

period capaciny revenue unputahon recommendations Speciticatly at hines 6 through 10

on page 21 Me Schubar states
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if AmerenUF could not even sell ali of 1ts avarlable capacity for the
entive year {1 &, from generaling unds that were in fact i operation), 115
obviously unreasonable 1o assume that the Company could sell addiuonal
capactty 1f the Taum Saok Plant had been available

With regard 1o OPC's recommended prior period adjustment, Mr Sehular states ar hines

4 through Y on page 27 that
At the tme AmerenUE made the final calculation of rates on January L.
2007, AmerenUE had not sold ali of the capacity thar was avalable for
sale wr any monih Thus, had Taam Sauk been avadable at the tune of the
last rate case. thers would oot have been any additonal capacuay sales

made. and the rates set n the last rate case would have been exactly the
same as the rates that were actually set i that case

YWHAT IS YOUR RESPONSE TO THE LOGIC APPLIED BY MR. SCHUKAR IN THE TWD

PASSAGES THAT YOU QUOTED IN YOUR PRECEDING ANSWER?

Mr Schukar has wgnored a couple of important point in the lopic that he used to reach the
conclusions that UE would not be able 1o sell additional annual capacry f the
Company " 430 MW Taum Sauk facihty was still (0 service  First Mr, Schuhar ignores
the fact that having the Taum Sauk unit 1n service would mean that the Company would
have addinonal capacity 10 sell during the summer months of June through September
when this capacity 15 most valuable Second Mr Schukar ignores the fact that having the
Taum Sauk umtin service would mean that the Company would have addmional capaciny
to package 1o calendar strip products that provide capacity over a series of momhs like
an annual product or the seres of summer months when capacity 15 most valuable |In
addition, Mr Schukar's argument 15 premised upon the assumption that the mahiiity to
setl all avamlable excess capacsty during the sprng and fall shoulder months 15 an
indicanion that UE would not be able to sel! more capacity when demands are the highest

in the summer and winter months
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Q.

CAN YOU PROVIDE AN EXAMPLE OF ANOTHER PRODUCT OR $ERVICE THAT INCREASES
IN YALUE WHEN IT IS AVAILABLE ON A CALENDAR STRIP BASIS AND DURING THE

MONTHS WHEN {T 1S MOST VALUABLE?

Yes | owidl ue the example of ownmg wo beach fromt tental houses 1 Maine to
demonstrale this Assurme that onc 18 avaslable 10 rent out vear round for all twehe
months and the other house 15 avadable m all months except for Juby and August | would
expesd the house that s avaslable moall {2 months, including ihe most desirable montns of
July and August 1o be much easier to rent 1 would not assume that 1] had more rental
houses that are asalabie in alf months [ nught have difficulty renting some of them just
because | had experienced ditficulty renting my house that was availahle sn all months

escept for fely and Augus

Here 15 another anvample that ¢ refevant to Mr Schubar ~ srguments Agam assume that
Fhave a couple of tenlal houses and ingt borh houses are rented tor the enpire y ear eseept
for the mombs of November and Apnd 1 would not assume that o | had more rental
houses that are avadable m all months | might have diffiouity finding someone 1o ren
themn during most monhs of the year Just because 1 had expenenced adfficulty tennng my

other houses 1n the mordns of Novernber and Apnd

WHEN YOU LOOK AT THE BAR GRAPH THAT APPEARS ON PAGE 21 OF MR.
SCHUKAR'S TESTIMONY, DOES IT APPEAR THAT THE LACK OF ADDITIONAL CAPACITY
TO SELL IN JULY AND AUGUST IS LIMITING THE CALENDAR STRIP SALES THAT COULD

OTHERWISE BE S0LD ON AN ANNUAL OR SEMi-ANNUAL BASIS?

Yes  The lovel of calendar stnp sales that L.E was able 1o mahe i months preceding and
fallovmg duly and August appears o by lumsted by the mount of capacaty that UL has

avadabie m tals and Auzust 1§ beheve that of Taum Sauk were stdl mosetviee and 15

1
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} capacity was gvafable for sales w July and August of 2006 - 2009, & would enable

2 addinonal sales of calendar stnp capacity products that icluded these months and other

3 adjorming months,

4 Q. ARE THERE QTHER ISSUES RELATED QPC’'S PRIOR PERIOD TAUM SAUK HOLD
3 HARMLESS ADJUSTMENT THAT YOU WOULD LIKE TO ADDRESS?

6 A, Yes As | mentoned earber w this testuvony, Mr Schulkar’s argumem that the
7 Commussion should not approve OPC s adiustment was that as of January 1, 2007 (he
8 end of the UE update peniod 1 Case No ER-2007-0002) *Amerenl]F had not sold all of
9 the capaciy that was availabie for sale in any month © While the shove discussion of the
10 attractiveness of calendar strip products goes against the logic that Mr Schukar relies on
11 to assume that it would have made no addimonal capacity sates even if laum Sauk was

2 stidl avalable, there are some addinonal faciors that hmited UE s sale of addinonal

13 capacity dunng 2006 and 2007  These additional (actors melude (1) UE s decision nat
14 io participate n the September 2006 Himons Auction where 1t could have sold products
15 that combined capacity and energy (hke the sales made by 1ts unregulated affibale
16 Ameren Energy Marketing (AEMI), (2} the lumned authorny that UE's marketing agent,
17 Ameren Energy. had for seiling long term energy and capaciny producis, (5} the Hmited
18 esperience and counter-party recogmition that Ameren Energy had at the bme, (4)
1% possible hmutatons on the effectiveness of Ameren Energy’s markeung efforts during
20 2006 due to affibate confhict of usterest 15sues

21 G PLEASE EXPLAIN THE FIRST {SSUE THAT YOU IDENTIFIED ABOVE REGARDING THE
22 [LLINDIS AUCTION,

23 A It's unclear why Ameren Energy began takmg steps to participate in the Blimois auction
24 but then chose not 1o do so, OPC sull has a nomber of overdue outstanding data requests

17
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A

related 1o the Hhmeis Auttion so w2 may nowd te upplement oor 1sstimomy in this area
U s respanse to DPC DR Ne 2194 (see Attachment {1 dentsfied the Ameren personnel
that made the decsion Tor U net to paricipate i the HHmoss aucyion Howover, the
mformanon provided i UL DR response appedans 1o be inconsisient with intormation
that UL provided in response 1o stat! imterrogatory tequest ho 13 m Case No FR-2008-

OUES {see Antachment B

OPC has ¢ concero that since Andy Seert was the head of both AT™M and Ameien Faergy
he may have had an ncentine to himt the participanion i the oo Auciion so that
ALM could iy and mahe sales for the masamuam aimount of trinches availahle 10 Ameren
aftilbates ALM was wlumately suecessful wm submuting winnmg bids 1or 46 of the
masimum >3 tranchey that Ameren affibates could obtam (see page 18 of ine December
6 20086 NIRA report 1o the Hlnoss Commerce Caminsmon (CCy avalable at
hip < www dhnos-auction com rescurces rubing Auctoon_Manager Pubhic Posi-

Agcnion_Report Dac 6 20006 pdf ) Obuvioushv, it Ameren Mnergy had been successful in
submattmg wimung bids {or more than 3 tranches 1 would have lmned the number of

winmng ds thar Ameren affilates could obtain under the [Hinos Yucuon gssocianon

rules

WHY DO YOU BELIEVE THERE MAY HAVE BEEN AFFILIATE CONFLICT OF INTEREST

ISSUES DURING 20067

Fhe ginal that 1 hasve attached a~ Aattachment K shows that ##

P
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Q. DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

A Yes

19







Results From OPC's Revised CCOS Study

Table 1 - Results of OPC’s CCOS Study Using the TOU Production Ailocator

Reg 8508 LGS/8SPS LPS LTS System
Revenue | (70002850 ($27 108 154, .02 £98,115) ] 623,010,850 | $30 594,804 |  $0
Shaift
¥ Revenue 1 99% -G.98% -2.04% 14 70% 23 41% 0 00%
Shift

Table 2 - Results of OPC’s CCOS Study Using the 4 CP A & P Production Allocator

Res SGS LGS/8PS LP3 LTS System
zﬁzg“‘e (51 07€ 206) |1917.289,8850 | 1515 177 269y 817,546,269 | $15,907.080 |  $0
* Revenue -0 12% 7.21% 2 44% 10 79% 12 24% 0 00%
Shifg

Kind Surrabuital
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Ameren's Response to
OPC Data Request
MPSC Case No ER-2008-0318
AmerenUE's Tariff Filing to Increase Rates for Eiectric Service
Provided to Customers in the Company's Missourn Service Area

Reqguested From Ryan Kind

Data Request No QPC 2165

On page 24 on Shawn Schukar's testimony at ines 14 through 17 he states "This financial
margm - the value added by AM&T reflected on the 2008 and 2007 scorecards Mr Kind
references {(Mr Kind just averages the value added for those two years) - has already been
meinded in my recommended level of off-systemn sales " Does Mr Schukar beleve that his
"recommended level of off-system sales” already Includes the financral margin associated with
the "long term spec” category identified in UE's response to OPC DR No 21127 Please expiain
your answer

Response

No Margins, whether positive or negative, associated with non-asset based speculative
transactions are not included in my recommended level of off-system sales, nor are such
transactions modeled, consistent with the treatment in ER-2007-0002

Prepared By Shawn Schukar
Tile Vice President, Strategic Imbiatives

Date Ociocber 21, 2008
Kind Surrebuttal
Attachment B
Page 1 of 2



Ameren's Response to
OPC Data Request
MPSC Case No ER-2008-0318
AmerenUE's Tanff Filing to Increase Rates for Electric Service
Provided to Customers in the Company's Missour Service Area

Requested From Ryan Kind

Data Reqguest No OPC 2166

On page 24 on Shawn Schukar's testimony at lines 14 through 17 he states "This financial
margin - the value added by AM&T reflected on the 2006 and 2007 scorecards Mr Kind
references (Mr Kind just averages the value added for those two years) - has already been
included in my recommended Ievel of off-system sales " Does Mr Schukar believe that tus
"recommended level of off-system sales" already includes the financial margin associated with
the "short term spec” category 1dentified In UE's response to OPC DR No 21127 Please explain
your answer

Response

Noe Margins, whether positive or negative, associated with non-asset based speculative
transactions are not included n my recommended level of off-system sales, nor are such
transactions modeled, consistent with the treatment in ER-2007-0002

Prepared By Shawn Schukar
Title Vice President, Strategic intratives
Date October 21, 2008

Kind Surrebuttal
Attachment B
Page 2 of 2




Ameren's Response to
OPC Data Request
MPSC Case No ER-2008-0318
AmerenUE's Tanff Fihing to Increase Rate for Electnical Service
Provided to Customers in the Company's Missour Service Area

Requested From Ryan Kind

Data Request No OPC 2107

UE's response to OPC DR No 2086 contains the Ameren Energy Performance Scorecard for
December 2007 Piease provide a copy of workpapers that how the performance figure for
"Financial Hedging- AE Net Margin ($0)" shown under the column entitled "2007 Performance”
In this scorecard is calculated

Response

A, B T [ ©

L Yem-To-Date 2007

2 ; ¥TD MWH s YT Value over Market
3 _Margmn Before Expenses
.4 | Bilaterais Sold

5 Bilaterals Bought

EWE Trading
7. Gas Trading (Spark Spreads)

B Interface Tales

g Bid vs Forecast DA Load

10 Capacity Sales

{ 11 Ancillary Sales

12 Opbon Premeumn Collectedf(Paidy
137 Options struck

14+ Real Tune CTG Management

"157 Coal Blending

16 . 2008 Capaciiy Sales sold n 2007

18 [Total Matgm Befare Expenses =SUMIB4 BTG [=SUN(C4 C18)
194

20 ,Expenses

21, MISO Admin on Trading Transactions
22  AE Transmission Actual

23 AE Tramsrmssion Est

24 Narginal G&4& expense

25° Trading salanes 2 expenses

26 Broker Fees

271
28 {Total Expenses I=SUM(CZ1 C27)
29

}wﬁmii)ther Erpenses
31 i FTR Offset
132

33 . Total her =3UM(C3T CE2)
24 AE Trathing Het Margm =40 18-028-C33

Prepared By Shawn Schukar
Title Vice Presudent, Strategic intiatives
Date September 26, 2008

Kind Surrebuttal
Attachment C
Page 1 of 2



Ameren's Response to
QOPC Data Request
MPSC Case No ER-2008-0318
AmerenlE's Tanff Filing to Increase Rate for Electnical Service
Provided to Customers in the Company’s Missoun Service Area

Requested From Ryan Kind

Data Request No OPC 2112

UE's response to OPC DR No 2087 contains the AmerenUE Asset Management & Trading
Performance Scorecard as of June 30, 2008 Please provide a copy of workpapers that how the
performance figure for "Financial Hedging- AM&T Net Margin (3M)" shown under the column
entitted "YTD" in this scorecard 1s calculated

Response

! & ) =) _ o

Calculation

WViae Qity Betfol ¢ Expenses:

& Long Term Dynamic !
- Long Term Spec
E=]
k=]
hiul
i Shott Ternmnm Speo
1z Short Term Hedge Financoal
; 13 Short Term Hedae FPhysical
RL3 Feal Time
15 Bas=is
16 Cap.acity 2008
17 Capacity 2003
1= Capacity 2010
1= ancillary Sales
20 Sioud Toal Blending Savings
21 Fiegulation Dprmiz aicn
z2 Real Time CTG Management
23 CTG Congestion Magme
24
z25
25
27
e Toral Margin Before Expense= = SURAICE 23]
i 2a
30 Exprengea:
ea |
32 Mz Adman
1 3F3 MMisa RSIE charges
; T4 FJArA DOporating FReserves
e 1 Plarginal G&o, expense
pc =5 Trading salanes and expanses
37 Broker Fees
3=
139
40
41 Fotal Exprenoes = BUMICIZ2-CFT)
+2
43
43 Traddinng Hetr WLar v =+ICZ8--C41

Prepared By Shawn Schukar
Title Vice President, Strategic intiatives
Date September 26, 2008

Kind Surrebuttal
Attachment C
Page 2 of 2



Kind Surrebuttal
Attachment D
has been deemed
“Highly Confidential”

In its entirety
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Ameren's Response to
OPC Data Request
MPSC Case No ER-2008-0318
AmerenUE's Tanff Filing to Increase Rate for Electrical Service
Provided to Customers In the Company's Missoun Service Area

Requested From Ryan Kind

Data Request No OPC 2109

UE's response to OPC DR No 2087 contains the AmerenUE Asset Management & Trading
Performance Scorecard as of June 30, 2008 Please provide a complete description of how the
performance figure for "AM&T Gross Margin {($3M)" shown under the column entitied "YTD" in
this scorecard 1s calculated

Response

The AM&T Gross Margin s calculated as revenues minus cost from all of the following
activities excess sales of generation after native sales, bilateral net sales. swaps, options,
capacity net sales, and non-asset based trading

Prepared By Shawn Schukar
Title Vice President, Strategic Imtiatives
Date September 26, 2008

Kind Surrebuttal
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Ameren's Response to
OPC Data Request
MPSC Case No ER-2008-0318
AmerenUE's Tariff Filing to Increase Rates for Electric Service
Provided to Customers in the Company's Missour Service Area

Requested From Ryan Kind

Data Request No OPC 2146

Please provide UE's total off-system sales margin for the year ending 8/30/08 which 15
calculated from revenues minus cost from all of the followming activities excess sales of
generation after native sales, bilateral net sales, swaps, options, capacity net sales, and
hon-asset based trading For each of the listed activities, please provide separate figures for the
revenues and costs associated with each activity

Response

AmerenUE has not performed the requested calculation for the 12 months ending 9/30/08

Prepared By Shawn Schukar
Title Vice President, Strategic Initratives

Date: October 22, 2008

Kind Surrebuttal
Attachment G
Page 1 of2



Ameren's Response to
OPC Data Request
MPSC Case No ER-2008-0318
AmerenUE's Tanff Filing to Increase Rates for Electric Service
Provided to Customers in the Company's Missour Service Area

Requested From Ryan Kind

Data Request No OPC 2147

Please provide UE's total off-system sales margin for the year ending 9/30/07 which 1s
calculated from revenues minus cost from alt of the following activities excess sales of
generation after native sales, bilateral net sales, swaps, options, capacity net sales, and
non-asset based trading For each of the isted activities, please provide separate figures for the
revenues and costs associated with each actvity

Response

AmerenlJE has not performed the requested analysis far the 12 months ending 9/30/07

Prepared By Shawn Schukar
Title Vice President, Strategic Inthatives
Date October 22, 2008

Kind Surrebuttal
Attachment G
Page 2 of 2



Requested From

Data Request No

Ameren's Response (o
OPC Data Reguest
MPSC Case No ER-2008-0318

AmerenUE's Tariff Filing to Increase Rate for Electrical Service
Prowvided to Customers in the Company's Missourn Service Area

Ryan Kind

OPC 2106

UE's response to OPC DR No 2086 contains the Ameren Energy Performance Scorecard for
December 2007 Please provide a copy of workpapers that how the performance figure for "AE
Gross Margin (3M)" shown under the column entitled "2007 Performance" in this scorecard is

calculated
Response
2007
A B C D
ACTUALS Calculation
4 |UEC —
5 Revenues
6 Hedging Physical Sales
7 Financial Hedges
8 Financial Options
g Speculatie Physical Sales
10 Financial Trades
" FTRs
12 Anciltary
13 Capacity
14 bake Whole Payments
15 Total Revenues =SUM(DB D14)
16
17 |Cost of sales
18 Generated
19 Purchased
20 Total Cost of Sales =5UM(D18 D19
21
22 |Other Expenses Transmission Charges
23 Broker Fees
24
25 |GROSS MARGIN =015-D20.D22-023

Prepared By Shawn Schukar

Title Vice President, Strategic Intiatives

Pate Seplember 26, 2008

Kind Surrebuttal
Attachment H
Page 10of2



Ameren's Respanse to
OPC Daia Reqguest
MPSC Case No ER-2008-0318
AmerenUE's Tanff Filing to Increase Rate for Electricat Service
Provided to Customers in the Company's Missour Sefvice Area

Requested From Ryan Kind

Data Request No oPC 2111

UE's response to OPC DR No 2087 contains ¢

he AmerenUE Asset Management & Trading

Performance Scorecard as of June 30, 2008 Please provide a copy of workpapers that how the

performance figure for "AM&T Gross Margin ($
this scorecard 1s calculated

M)" shown under the column entitted "YTD" in

Response
2008
A B T D
ACTUALS , - ) i Calculation
4 |UEC
5 [Revenhues
& Hedging Physical Sales
7 MISO DA Sales Bought Back
8 Financial Hedges
%9 Financial Option Premiums
0 Speculatve Financial Tradee
i1 Make hole Payments
;12 Capacity
13 Total Revenues =SUM{D6 D12}
14
115 | Cost of sales
18| Generated
17 | Purchased
e Total Cost of Sales =SUM{D16 D17}
119
20 Volume
221 Generated
122 FPurchased
32‘3 Toral Volume
24
|25 [GROSS MARGIN ZD13.018

Prepared By Shawn Schukar
Title Vice President, Strategic iniatives
Date September 26, 2008
Kind Surrebuttal

Attachment H
Page 2 of 2



Kind Surrebuttal
Attachment |
has been deemed
“Highly Confidential”

in its entirety



Kind Surrebuttal
Attachment J
has been deemed
“Highly Confidential”

in its entirety



Kind Surrebuttal
Attachment K
has been deemed
“Highly Confidential’

In its entirety
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