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AFFIDAVIT OF RYAN KIND

STATE OF MISSOURI )
ss

COUNTY OF COLE

	

)

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

I

	

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

2

	

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

3

	

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

Ryan and

Jerene A Buckman
Notary Public

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of Union Electric Company d/b/a )
AmerenUE for Authority to File Tariffs

	

)
Increasing Rates for Electric Service Provided ) Case No. ER-2008-0318
to Customers in the Company's Missouri

	

)
Service Area

	

)
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SURREBUTTAL TESTI\7ONY

OF

RYAN KIND

UNION ELECTRIC COMPANY

CASE NO ER-2008-0318

PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS,

Ryan Kind. Chief Energy Economist, Office of the Public Counsel, PO Bo\ 2230

Jefferson Ctv . Missouri 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 (COOS) AND RATE DESIGN ISSUES AND

REBUTTAL TESTIMONY REGARDING REVENUE REQUIREMENT AND RATE DESIGN

ISSUES?

Yes

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of this testimony is (1) to address the rebuttal tesumony of various wttnes>es

regarding the Class Cost of Service issue and (2) to respond to the rebuttal testimony

remarks of Union Electric Comp any (UE) witness Shawn

	

rchukar in the areas of off

system sales (OSS) margins on asset-based and non-asset based wholesale power

marketing transactions and the imputation of OSS margins do hold customers harmless

from the impacts of UE s faun Sank, disaster This testimony includes the results of an

updated UPC class cost of sets ice study
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i Clas4 CosttdSen ice (CCOS) Studs

Q DID LIE AND OTHER PARTIES IN THIS CASE PROVIDE COMMENTS ON THE CCOS

STUDY THAT YOU PRESENTED IN YOUR DIRECT TESTIMIONY REGARDING CCOS AND

RATE DESIGN ISSUES?

's e> CCC)S sttutetset from OF (William vkarwick and \k t(km Cooper) staff (Datid

Roast MILC (Maunce Bruba.eti Noranda Donald ohnstcme) and the Commeicmi

Group (Richard Baudino) cntrciacd some of the analsneat approaLhe , that {)PC used zit

its c( OS stud)

HAVE ANY OF THE PARTIES RAISED ADDITONAL ISSUES ABOUT OPUS CCOS STUDY

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

) ee In td, s third series f data requests to OP( that mere issued last sleek LF rated

a, addrinhnal Issue about the financial d : to that UP( used m its studs

Q

	

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

RECENT DATA REQUEST

A DR No LIE-0P( 21 regnesh infiumat on regarding the manner in tshtch OPC's COOS

steel) used financial data in the areas of Depreciation Cthense, Gross i'lant anu

Depreciation In DR No UC.r3PC 21 UE implies that Off has used data from a lest

year ending June _0 2006 rather than utilizing, data pentnent 'a the test tear lot the

cutrent rule ea-,e
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Q. HAVE YOU REVIEWED THE WORKPAPERS THAT SUPPORT OPC'S CCOS STUDY IN

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 CASE?

Yes. I have reviewed the workpapers for OPC's CCOS study and I did not find the old

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

THERE HAVE BEEN TWO "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 ISSUES DURING THOSE CONFERENCES?

No Mr. Kind was available to discuss his CCOS study and supporting workpapers at the

two technical conferences but CL did not make any inquiries about OPC's CCOS study

and supporting workpapers at that time

Do YOU HAVE ANY OTHER REMARKS ABOUT OPC'S CCOS STUDY?

Yes As I was reviewing the workpapers for my CCOS study in response to issues raised

in rebuttal testimony and to see if I inathertently used data from a test year ending June

30, 2006 rather than utilvuig data pertinent to the test year for the current rate case, I

noticed that the class cost of service allocator (allocator number S in OPC's CCOS

workpapers) did not pull in all of the cost data that I had intended for it to use in making

the CCOS allocator calculator I then changed the calculations that were made to create

this allocator so that it included additional cost input data after becoming aware of the

problem with the CCOS allocator Changes to the cost input data for this calculator had a

small impact on the value of this allocator for the classes that were used in my study

I

2

3

€u

II

Q.

A

12

13

14 Q .

15

16

17

18

19

20

21

22



9

It)

IT

14

16

IS

IU

20

12

Surrebuttal Testimony of
Ryan Kind

Q

	

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

RESULTS OF OPUS CCOS STUDY?

) es The changed ,,jut lot the C(1)S allocator caasLd srnail chances in the te,ults

culuuated in UPC's COOS study when either the tentc of use (TOtU I oI 1C'P AS cage end

Peak (1 & P) production cost allocator n used The raised results of QPC , stunt arc

preserved in Attachment A Tables I end 2 in 1tta ..huient A Lontam updated rsults that

replaxc the te' ulti in shos,n Iabtes I anu' on page 6 of an dtrtLI esnninn, legatdn ;g

C('oc and Late desicn issues

Q HAVE THE REVISED RESULTS OF OPC'S CCOS STUDY CAUSED YOU TO CHANGE THE

RATE DESIGN RECOMMENDATION THAT YOU MADE ON PAGE 7 OF YOUR DIRECT

TESTIMONY?

No Based on toe tesults of CPUs revised CC OS studs, I suit Jo not beheNe ans resenue

neutral class shifts should he made m tins case

IIFinanctal_Heduimz - Net Margins

Q BEGINNING AT LINE 12 ON PAGE 22 AND CONTINUING THROUGH PAGE 2& OF HIS

REBUTTAL TESTIMONY, LIE WITNESS SHAWN SCHUKAR ADDRESSED OPC'S

RECOMMENDATION ABOUT INCLUDING UE'S FINANCIAL NET MARGINS IN THE

CALCULATION OF LIE'S TOTAL NET MARGINS IN THE OFF-SYSTEM SALES (OSS) AREA

WHAT IS YOUR RESPONSE TO MR SCHUKAR'S COMMENTS?

A MMr Schukar strenuously ob1ecr u> Including tm of the margins that OF reflects in it,

calculation of I inancial Iledetnu Net vlalalns on its Performance Scorecards for ms

poser matkeutu, opersmons Yr `,uhukar goes on to nuceharacterve m> tesnmom bt

accusing me at line 18 on page '_ of nustepresenung the budgeted ,aloe added
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number' Mr Schukar further states taat' he is misrepresenting that number because it is

not an additional budgeted item over and abote the off-s) stem 'ales that Mere already

budgeted "

0. DID 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?"

A

	

No It appears that Mr Schukar should hate read my direct testimony on this subject

more closely My direct testimony stated at line I on page 9 that

if the Commission decided to use the OSS margins on energy sales from
either the Staffs or the Company's production cost models as part of the
basis for deterimmn, UE`s current period revenue requirement in this
case, then it needs to add additional margins on energy sales to reflect the
additional earnings that tIE`s Asset Management & Trading group (in
2008 this internal 1 , E group began performing the wholesale marketing
functions formerly done at Ameren Energy) is making through toruard
sale wholesale transactions and financial hedging

Despite Mr Schukar s allegations to the contrary, my testimony does not recommend

adding OF s Financial hedging - Net Margins to the figures that UE has for its 2008

budget or UE's April 15 2008 refoiccast of its 2008 budget Instead the approach that I

recommended in my direct testimony teas to either use UE's April 15, 2008 reforecast of

its 2008 budgeted Gross Margin in the OSS area or if the Commission chose instead to

rely on either the Staff or Company fuel model runs for the determination of energy

margins from OSS, then it should add the Financial Hedging - Net Margin average

amount for 2006 anti 2007 to these OSS energy margins I emphasized this approach

again in my direct testimony at line 21 on page 9 where I stated that these 2006 and 2007

figuies represent "earnings in the OSS area that will not be ietlected in the production

cost model calculations performed by Staff and LIE"
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a 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?

vo 1 here is at least not component of the Financial Hedging Net Margins figures for

2006 and _2007 that are not included in \1i S :hukar ' -'cornmended level of otr-s' stern

ales' Mi Schukar c response, to OP( DR Nos 2t6s and 2166 (sec Attachment B)

admitted that the short-term and lone-icim non-asset based 1Spec) trading components of

Financial fledging - Net 41ni,ms are not included m his recommended level of oft-

em sales

HOW DID YOU DISCOVER THAT UE'S CALCULATION OF FINANCIAL HEDGING - NET

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

t E s responses to OPC DR Nos 2107 and 2112 (See Attachment C) I eted the Nanous

components that are included in the I manual Hedging Net Mlargnis category and nnth

responses included non-asset based (Spec) tradutg The response to OPC : DR No 2112

listed the tou1o sing components that are included in the Financial Iledgine-Net Margins

category for IJE s Asset Management & I riding (AM & F) croup

•

	

Loria tern Ds ramie

Long tenn Spec

•

	

Short Term Spa

•

	

SSmn lent fledge Financial

•

	

Short rerm Iledcc Ph'sical

•

	

Real rinse
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•

	

Capacity Sales

•

	

Ancillary Sales

•

	

Sioux Coal Blending Swings

•

	

Regulation Cipumization

•

	

Real 1 tine CI'G Management and

•

	

CIG Congestion Management

0 IN YOUR DIRECT TESTIMONY, YOU DISCUSSED THE OSS 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?

Yes In my direct testimony, I stated at the top of page I I that

Public Counsel is not making that recommendation [to include margins
from non-asset based trading in UE's revenue requirement) at this time
and we are still exploring the issue We do however dispute UE s
contention in its response to OPC DR No 67 that these reienues and
expenses should be excluded from consideration in Missouri PSC rate
cases because of UE'S assertion that there is a FERC regulation that
requires 'belch the line treatment in FERC proceedings_

After leaning more about this issue, and seeing that the margins from these activities are

not being included in UE's recommended level of off system sales despite Mr Schukar's

mistaken assertion at line 14 on page 24 of his rebuttal testimony, I am now

recommending that the margins associated with UE s non-asset based trading activities

be included in the calculation of OSS margins for UF's revenue requirement in this case

The statement that I made in my direct testimony, at line 10 on page 9 about the earnings

generated from IT'S AM &. T group in the Financial Hedging - Net Margins eategon is

also applicable to this component of that caresory . Beginning at line 10 on page 9 of my

direct testimony I stated
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These earnings are nanciated by Lb employees uvng regulaicd nilily
faciIne, tout s to also supported t.: Lei ennes from ralLpa) er,

Tire q croons that I i used at 111C, l0 20 on page 10 ol my rebt'nal testimony should

also lie add ;es,ed it UL attempt, to shield the non-asset based trading portion of Its

margins id the USS area front inclusion to its tecenue regt,tre:nteni by assemng that this

part of n, t' F, opei .aum, is not sr~bl«t to cost of service regulation by the Alissoun

C ommisston

WHAT IS THE AMOUNT OF MARGINS FROM UE'S NON-ASSET BASED TRADING

ACTIVITIES THAT OPC RECOMENOS BE INCLUDED IN THE CALCULATION OF OSS

MARGINS FOR UE'S REVENUE REQUIREMENT IN THIS CASE?

Public Counsel recommends that *" ^* be included as the margin from UL s

non-a„et based trading ac ti\tti s '1111, figure represents the non-asset based trading

margins that 1 F ha, aetually zencraied lur the year ending September ;0 2008 I

calculated this annual amount from the spreadshee: titled "OPC '_178 and 21-, 9 xIs' that

LiF provided in its responses to DPI' DR Nos 2178 and 2179 1 he response to OPC DR

No 2178 contain, thi, spreadsheet and is attached as Attachniuu D Attachment E

shins the talcu aucrn that I made to sum the amounts of mrnithis noii assct based trading

margins foi the year ending September 30, 2008

Q IS PUBLIC COUNSEL STILL RECOMMENDING THAT AN AVERAGE OF THE 2006 AND

2007 AMOUNTS FOR THE OTHER COMPONENTS FINANCIAL HEDGING - NET MARGINS

CATEGORY BE ADDED TO THE FUEL RUN ESTIMATES OF OSS MARGINS FROM ENERGY

SALES?

No While <)PC still beliese, that the margin, from the mhet components of the

Iman,.tal Hedging,- •Net Margins categon should he reflected in Ui s revenue
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requirement, we beliete that additional time and information is required to assess all of

the different components to make sure that they would not already be reflected in UE's

revenue requirement through luel run estimates of OSS margins from energy sales

OF'C's deLision to drop our recommendation with respect to the components of Financial

Hedging,- Net Margins other than the non-asset based trading component has also been

influenced by our decision to recommend that the Commission use actual OSS margin

results from the year ending September :0.2008 in place of OPC s prior direct testimony

pioposal to use UE's 2008 budget projections for OSS margins

lll . Overall OSS Margins

0.

	

DID MR. SCHUKAR ADDRESS OPUS RECOMMENDATION TO USE AN UPDATED UE

OSS BUDGET PROJECTION IN HIS REBUTTAL TESTIMONY?

yes beginning at line 8 on page 10 and continuing through page 14, Mr Schukar

addresses the recommendations made by OPC and by MIEC to use UE s budget

projections for OSS mannns in 2008 In his testimony, Mr Schukar cites a number of

ssue> that he has with using UE's budget projections including (1) the small mismatch

betsseen calendar year 2008 budget information and the historical test year and true up

period and (21 the uncertainty of the budgeted Falues As I read Mr Schukar's statement

at line 21 on page 10 of his rebuttal testimony, it became clear that he did not fully

understand the OPC proposal that lie was attempting to criticize At line 21 he stated

I will address the energy sales recommendations of Mr Dauphinais and
Mr. Kind, now, and will address Mr Kind's proposed miscellaneous
additions later in my rebuttal tesumonv (Emphasis added]

Somehow Mr Schukar interpreted OPC s proposal to use of UF's overall OSS budget

estimate as a proposal to use the 2008 budget estimate solely as a measure of the energy

sales portion of UE's OSS margins This is mistaken . My direct testimony contained

0
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proposal for adding additional cm rent per rod nraigins trout capacit' sales see page S

lone 16) and Financial HeSging Net Marcms tsce page 9 hoe 21) onh if tilt

Commrcsion chose to use results from the Stall or Cocrptnv s hint model rather than

using the overall budgeted 0SS margin figure being recommended by 01k .

Q PLEASE DESCRIBE OPC'S NEW PROPOSAL FOR CALCULATING THE CURRENT PERIOD

OSS MARGINS THAT SHOULD BE REFLECTED IN UE'S REVENUE REQUIREMENT IN THIS

CASE .

CtPC recommends that einrent p nod t}SS metguns he based on the overall lesel of

actual margins that UL earns for the yeas ending Septemtvcr *0, 2008 pd~justed for tile

energt and capacm OS', margins forgone due to ins Taunt sauk outage

Q.

	

HOW DOES OPC RECOMMEND THAT THE CURRENT PERIOD OSS MARGINS BE

CALCULATED?

CPC recommends calculating these margins in the same manner that UI eses m calcuttdee

margins on the performance scorecards for the 'M & T group LC s response to 0PC

DR No 2109 (See %ttachntent I') descnbes has the kM & T margin is calLulated OF .

response to OPC DR No 2109 state,

I he AM& I Gross Margin is calculated as resenues mmu, cost front all
of the follussmn activities excess ,tiles of genetafion after name sales
hilateral net s,ties, s~saps options, t,apacils net salt, and non-arsel based
trading

WHAT AMOUNTS WOULD NEED TO BE ADDED TO THE AM&T GROSS MARGIN IN

ORDER TO MAKE ADJUSTMENTS FOR THE ENERGY AND CAPACITY OSS MARGINS

FORGONE DUE TO THE TAUM SAUK OUTAGE?
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A OPC recommends that (1) the difereotc between the value of OSS energy margins

calculated by the Staff or Company fuel runs done with and without Taum Sauk be used

for the forgone energy margins and i2) the 7 aura Sauk hold harmless adjustnent shown

in Table 2 on Attachment C to nt) direct testimony ** **, be added to reflect

the forgone current period capacity sales due to the Taum Sauk Outage

0. WOULD OPUS PRIOR PERIOD TAUM SAUK HOLD HARMLESS ADJUSTMENT BE ADDEO

TO THE CURRENT PERIOD OSS MARGIN CALCULATION THAT YOU HAVE DESCRIBED

ABOVE?

A

	

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

presented in my direct testnnony has not changed

a

	

HAS PUBLIC COUNSEL ATTEMPTED TO OBTAIN THE INFORMATION THAT IS

NECESSARY TO CALCULATE THE AM & T GROSS MARGIN?

Yes OPC DR No 2146 requested this information for the year ending September 30,

2008 and OPC DR No 21 .17 requested this same information for the year ending

September 30. 2007 UE's response to these DRs (see Attachment G) stated that it had

Snot performed the requested analysis' for the time period specified in the DRs .

Q

	

WERE YOU SURPRISED BY UE'S RESPONSES TO OPC DR NOS 2146 AND 2147?

Yes It's difficult to see how UE could have determined whether or not its power

marketing group would be eligible to receixe incentive compensation without performing

the analysis requested h) OPC For example . LiE's response to OPC DR No 2086

included quarterly performance scorecards for UE's power marketing agent, Ameren

Fnergy for the years 2006 and 2007 These scorecards contained quarterly calculations
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for Ameren Energs' , Gross Margin that piesumab!) wete used a, the bs,is for awiuding

(or not awarding) nicenme compc't "11100 daring those scars OPC i ill In to resoi .c thi,

discovers issue with the Compans so that we can potide the Commission aith an actual

e (not adiu,ted for the lawn Sauk outage) for I I , OSS inaremc fat the eat ending

the ) car ending Saptemhcr 30 .2008

Do YOU HAVE ANY OTHER INFORMATION ABOUT THE METHOD THAT UE USES To

CALCULATE THE GROSS MARGIN FIGURES THAT ARE PART OF THE PERFORMANCE

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

Yes L E s responses to OK' DR Nos 2106 and '111 (See Attachment H) shot the

basic framework that UE use, to pertortn the calculations of the Gross Ntargir fiuures

Q . DOES OPC HAVE A "PLACEHOLDER" RECOMMENDATION FOR OSS MARGINS WHILE

IT 15 WAITING TO RECEIVE INFORMATION FROM UE IN RESPONSE TO OPC ORS Nos.

2146 AND 2147?

I am icluctant to recommend a 'piacehoider' since there is no c omparable calculation

that takes a comprehemtve look at [,E s OSs margins A ' placeholder would need to

take an alternative approach to adding together all of the components in an attempt to

gauge OSS matgttn to a manner us comprehen,ivc a, me Gross Margin calculations

requested in OPC DRs Nos '146 and 2141 the framework for penonning these

calculations that is shorn m 0- s response to OP( DR No _2 111 could he used to

replicate the calculations that t `F pcrrttnnc_ to Jetermmc the comprehensise assessment of

OSS margin; that is included in the Gio,s Margin figuie on AM & I s petformanee

scorecard
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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 .

First OF s actual OSS revenues and costs associated with its sales of energy, capacity,

and ancillary services would need to be determined UL's third supplemental response to

Staff DR No 0242 contains Ibis information for the year ending September 30 2008

This response indicates that UF's actual OSS maigms for the year ending September 30,

2008 was " ** This figure appear ; to include actual margins on capacu)

sales and ancillary sere ices but does not include the additional energy and capacit) sales

margins that would have been possible if Taum Sauk was still in settice Public Counsel

also does not expect this figure to include man) of the other components of OSS margins

that are included in the category that UE defines as Financial Hedging - Net Margins

(e g non-asset based trading margins) so some of these components would also probably

need to be added to the •* '* figure to arrive at a total that reflects ail of

the OSS margins for the yeni ending September 30, 2008

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

TIME?

Ihis change was made in response to my review of Mr Schukar's rebuttal testimony

regarding the use of budgeted OS9 margin data and a review of the Conmmn,ion's

decision about the OSS margin issue in Empire s most recent rate case (Case No ER-

2008-0093) In the recent Fmpire case, the Commission agreed with Public Counsel that

the level of OSS margins earned in the most recent 12 month period (the update period

went through February 29, 2008) was the -best indicator of the margins a will likely be

able to earn in the coming years" duty 30, 2008 Report and Order in Case No FR-2008-

0093, pages 56 and 57)
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I ike Fntpire, 14- na- experienced a number of resent changes that impact the level of

OsS mat gins it achie,es A couple of those imttor recent change, include the termination

of the lomt dispatch agreement IJDA) less than tea s ear, ago and the creation of the lie,

AM & P group at the iari of 2008 At line 19 on page 22 of Ion rebuttal testimony htr

Schukar states that this neu dntsion of I f n - charted uuh m acxmnnng enerex and

capacity sales done LIE , generaung units Man of the other recent changes that has-

unpacted ('t ; s ability to earn 05,S mat gin scus,ed at pages 4 - 6 of ms direct

tesnmom to LSE's last rate case Case No ER-2_007.000 2_ In that direct iestimonx I

rc,ommended the use of au I)SS tracker since UE s recent UPS i,ults „otdd not hase

been indicative of the iesel of ma, Lm, that it ssas likel, to earn in future ,ears Now that

t+e ha,e a couple of years of espenence subsequent to the occurrence of main of the

changes that impact t L OSS margins, I am recommencing that sce reflect the results of

mat tecent esperien,c in Cl s re'enue requirement

	 imputation Of'] aura Sauk Hold Harmless Capacity Sales

0 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?

Alt Schukar addresses OPt s current period hold harmless adjustment recommendation

at pages 20 - 22 of his rebuttal testimony and he addresses OYC s prior period hold

harmless IJaustment recomitiendation On page - I le crmciics both of OPC ,

recommendations based on tits argument that since the Company has hcen unable to sell

all of its excess monthl y capacit it does not make wise to assume that VF could snake

the additional annual sales of capacity that OPC uses as the basis for its current and pi for

period capaem resenue nnputation recommendations Specificalt, at [tries 6 through lt)

on page : I Mi SchoLar states

Ia
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if AmerenlJF could not even sell all of its available capacm for The
entire year (i e , from generating units that were in fact in operation), it is
obviously unreasonable to assume that the Company could sell additional
capacity tithe Taum Sauk Plant had been available

With regard to OPC's recommended prior period adyu .tment, Mr Schukar states at lines

4 through 9 on page 27 that

At the time AmerenUk made the final calculation of rates on Januats I,
2007, AmerenUE had not sold all of the capacity that was available for
sale in any month Thus, had I aunt Sauk been available at the time of the
last rate case, there Would not have been any addmonal capacity sales
made, and the rates set in the last rate case could hate been e\actly the
same as the rates that were actual k set in that case

Q.

	

WHAT IS YOUR RESPONSE TO THE LOGIC APPLIED BY MR. SCHUKAR IN THE TWO

PASSAGES THAT YOU QUOTED IN YOUR PRECEDING ANSWER?

Mr Schukar has ignored a couple of important point in the Logic that he used to reach the

conclusions that UE would not be able to sell additional annual capacity d the

Company's 440 MW Taum Sauk facility Was still in service First Mr . Schukar ignores

the fact that having the Taunt Sauk unit in service would mean that the Company would

have additional capacity to sell during the summer months of June through September

where this capacity is most valuable Second Mr Schukar ignores the fact that having the

Taum Sauk unit in serf ice would mean that the Company would have additional capacity

to package into calendar strip products that pros ide capacity over a series of months like

an annual product or the series of summei months when capacity is most valuable In

addition, Mr Schukar's argument is premised upon the assumption that the inability to

sell all available excess capacity during the spring and fall shoulder months is an

indication that UE would not be able to sell more capacity when demands are the highest

in the summer and winter months

15
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Q. CAN YOU PROVIDE AN EXAMPLE OF ANOTHER PRODUCT OR SERVICE THAT INCREASES

IN VALUE WHEN IT IS AVAILABLE ON A CALENDAR STRIP BASIS AND DURING THE

MONTHS WHEN IT IS MOST VALUABLE?

Yes I 'sill use the example of ossmng mo beach (torn rental houses it] NtatHe to

demonstrate this Assume that one is available to rent out tear round for all nsehe

months and the other house is atadable III all months except lot Juiy and August I could

expect the boas, that is as adable m all 12 months, mcludtnc the most desirable mon nu of

July and August to he much easier to rent I would not assume that if I had inure rental

houses that are atadable in all months f night hate difficult) renting some of them lust

because I had experienced dttliudtl rntng in) house that has atailahie in all months

eacepi for July and August

Here is another example that is ides ant to Mr Schukat , arguments Again assume that

1 It s e a couple of temai hawses and chat herb houses arc rented tcir the cnure y ear escept

for the morn Its of No' era her and April I could not as,mne that if I had more rental

houses that are available in all month, I might hate difti, uIty findings someone to rent

them during most months of the year ju st because I had experienced atfftculty reining tit

other houses in the months of November and April

Q 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 SOLD ON AN ANNUAL OR SEMI-ANNUAL BASIS?

Yes I he level of calendar strip sales that l .l- tsac able to make in months preceding and

lullossutg lily and August appears to he limited h_, tit,- amount of capacity that UL has

ataiable In tuts and August I believe that If latim Sank acre still rn sets tee and its

I
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capacity t+as atailable for sales in July and August of 2006 - 2009, it Ltctuld enable

additional sales of calendar strip capacity products that included these months and other

adjoining months,

Q.

	

ARE THERE OTHER ISSUES RELATED QPC'S PRIOR PERIOD TAUM SAUK HOLD

HARMLESS ADJUSTMENT THAT YOU WOULD LIKE TO ADDRESS?

Yes As I mentioned earlier to this testimony. Mr Schukar's argument that the

Commission should not approte OPC s adjustment was that as of Januat} I, 2007 (the

end of the UE update period in Case No ER-2007-0002) 'AmerentJF had not sold all of

the capacity that was available for sale in any month ' While the above discus,ton of the

attractiveness of calendar strip products goes against the logic that Mr Schukar relies on

to assume that it would hate made no additional capacity sales even if I auto Sauk was

still available, there are some additional factors that limited UE s sale of additional

capacity during 2006 and 2007 These additional factors include (1) UE s decision not

to participate in the September 2006 Illinois Auction where it could have sold products

that combined capacity and energy (like the sales made by its unregulated affiliate

Ameren Energy Marketing (AEM)1, (2) the limited authority that CE's marketing agent,

Ameren Energy, had for selling long term energy and capacity products, (i) the limited

evpenence arid counter-pony recognition that Ameren Energy had at the time, (4)

possible limitations on the effectiveness of Ameren Energy's marketing effonm during

2006 due to affiliate conflict of interest issues

Q

	

PLEASE EXPLAIN THE FIRST ISSUE THAT YOU IDENTIFIED ABOVE REGARDING THE

ILLINOIS AUCTION .

A

	

It's unclear why Ameren Energy began taking steps to participate in the lllutots auction

but then chose not to do so, OPC still has a number of oterdue outstanding data requests

17
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related to the Illinois Auction so s+a may need t, , supplement nor t, snmonn in this area

[ii 's response to OPC DR No21 4 (see Attachment I) idenulied the Amer-en petsonnel

that mane the decision tot UJF not to participate in the Illinois auction Honour, the

information pimided III UL", Did response appears to be mconststeal suth mtormatton

that UL pmsided in response to staff Interrogator request No 15 in Case No FR-200S-

1)01 s (see Attaehnneiht ii

O PC has a concern that since ands Strut ttas the head of both Ai`M and Ameten Filet 44y1

he mad have had an meentite to lint the participation in the Ilhnors Auction ,o that

ALM could trs and make sales for the maximum itnount of irinches as ad able to Ameren

aftihate ACM spas ulnniateh successful in uhmtttmg winning bids for 46 of the

masunum A trenches that Ameren affiliates could obtain Isee page I IS of the December

6 2006 NCRA report to the Illinois Commerce Comtmsston 11CC available at

hop tswe illmois ,metion corn resources ruling Auction Manager Public Post-

AuctionReport Dce 6 '00

	

Obtmashy, if 4meien I"ncrgs had been successful in

submrtung "Inning bids for more than 4 tranchos it tsould hate Inmted the number of

nmntnu bids that \meren affiliates could obtain under the Illinois auction association

titles

Q

	

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

ISSUES DURING 2006?

I'll' etnatI that I hate attached a, Attachment K shows that'*

18
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Q .

	

DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

Yes

19





Results From OPC's Revised COOS Study

Table i - Results of OPC's CCOS Study Using the TOU Production Allocator

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

Kind Surrebuttai
Attachment A

Res SOS LGS/SPS LPS LTS system
Revenue
Shift tSS 17 ,12D,385'' (3x23 )3t, 154) $23,910,850 $30 594,804 $0

t Revenue
Shift -1 99% -9,98% -2.04% 1470% I 2341% 000%

i0* LTS S s em
Re enue
h t i7,289,683 x'5177 2691 $15,997,089 $0

e - ue
Shift -012% -T21% -244% 1079% 1224% 000%



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 Missouri Service Area

Requested From

	

Ryan Kind

Data Request No

	

OPC 2165

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 level of off-system sales " Does Mr Schukar believe that his
"recommended level of off-system sales" already includes the financial margin associated with
the "long term spec" category identified in UE's response to OPC DR No 21129 Please explain
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

Title Vice President, Strategic Initiatives

Date October 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 Tariff Filing to Increase Rates for Electric Service
Provided to Customers in the Company's Missouri Service Area

Requested From

	

Ryan Kind

Data Request 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 level of off-system sales " Does Mr Schukar believe that his
"recommended level of off-system sales" already includes the financial margin associated with
the "short term spec" category identified in UE's response to OPC DR No 2112' Please explain
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

Title Vice President, Strategic Initiatives

Date October 21, 2008

Kind Surrebuttal
Attachment B
Page 2 of 2



Requested From

	

Ryan Kind

Data Request No

	

OPC 2107

Response

Ameren's Response to
OPC Data Request

MPSC Case No ER-2008-0318
AmerenUE's Tariff Filing to Increase Rate for Electrical Service
Provided to Customers in the Company's Missouri Service Area

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
"Financial Hedging- AE Net Margin ($M)" shown under the column entitled "2007 Performance"
in this scorecard is calculated

Prepared By Shawn Schukar

Title Vice President, Strategic Initiatives
Date September 26, 2008

Kind Surrebuttal
Attachment C

Page 1 of 2

C _
ear-Te-Date 2007

2
3 ~h1»gin Before Expenses

Bilateral Sold
5

	

Bilaterals Bought
6 1 Trading

_ Gas Trading (Spark Spreads)
B Interlace Sales
9

	

Bid vs Forecast Do Load
~10 Capacity Sales
11 i Ancillary Sales
12 Option P,errnurn Collectadf(Paidl
13

	

Options struck
Real Time CTG Management

15

	

Coal Blending
16 , 2008 Capacity Sales sold in 2007
17

YTD MV/Hs YTO Value over Market

16 )Total himgnt Before Expenses =SUM(64 B16))=SUM(C4 C16)
19i
20 1 Expenses
21 , MISO Admin on Trading Transactions
22 AE Transmission Actual
23, AE TransmissionEst
24 Marginal G&A expense
25' Trading salaries & expenses

Broker Fees
27 1
28 )Total Expenses )=SUM(C21 027)
29
30lithe,Expenses
31

I
FTP Offset

32
33 Total Othe, =SUM(C31 C32)
34 ,AE T,adurt Hell Margin I

	

=+C16-028-C33



Requested From

	

Ryan Kind

Data Request No

	

OPC 2112

Response

A

i 6
7
9
90
11
12
114
;4
5
16

11 is
8

220
~21
22
23

' 24
26
26
l23
1 28
1 29
~30
31

1 32
33

'3345
136
137
,39
,39
140
141

1

42
43
4.

1

Ameren's Response to
OPC Data Request

MPSC Case No ER-2008-0318
AmerenUE's Tariff Filing to Increase Rate for Electrical Service
Provided to Customers in the Company's Missouri Service Area

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 ($M)" shown under the column
entitled "YTD" in this scorecard is calculated

B

Prepared By Shawn Schukar

Title Vice President, Strategic Initiatives

Date September 26, 2008

Kind Surrebuttal
Attachment C

Page 2 of 2

Calculation
IViat Ottl 6Ct01 C Exl}'eases :
Long Term Dynamic
Long Term Spec

Short Tetm Spec
Short Term Hedge Financial
Short Term Hedge Phys,cal
Real Time
Basis
Capacty2008
Capacity 2003
Capacity 2010
Ancillary Sales
Sioux Coal Blending Savings
RegWanon Optimization
Real Time CTG Management
CTG Congestion Mgmt

Total (Viargi/J Be(ore Expenses sStJM(CS_C2a)

Expenses :
Mlso Admin
Miso RS a charges
PJM Op¢ acing Reserves
Marginal G&A expense
Trading salane5 and enpenses
BroKerFees

Total Expenaea ssu a(C32:Cs7J

Tradling Flbt Margin = .Czs-C•J



Kind Surrebuttal

Attachment D

has been deemed

"Highly Confidential"

in its entirety



Kind Surrebuttal

Attachment E

has been deemed

"Highly Confidential"

in its entirety



Requested From

	

Ryan Kind

Data Request No

	

OPC 2109

Response

Ameren's Response to
OPC Data Request

MPSC Case No ER-2008-0318
AmerenUE's Tariff Filing to Increase Rate for Electrical Service
Provided to Customers in the Company's Missouri Service Area

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 ($M)" shown under the column entitled "YTD" in
this scorecard is calculated

The AM&T Gross Margin is 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 Initiatives

Date September 26, 2008
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Requested From

	

Ryan Kind

Data Request No

	

OPC 2146

Response

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 Missouri Service Area

Please provide UE's total off-system sales margin for the year ending 9/30108 which is
calculated from 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 For each of the listed activities, please provide separate figures for the
revenues and costs associated with each activity

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

Prepared By Shawn Schukar

Title Vice President, Strategic Initiatives

Date: October 22, 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 Missouri 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 is
calculated from 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 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 analysis for the 12 months ending 9/30/07

Prepared By Shawn Schukar

Title Vice President, Strategic Initiatives

Date October 22, 2008

I
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Requested From

	

Ryan Kind

Data Request No

	

OPC 2106

Response

Ameren's Response to
OPC Data Request

MPSC Case No ER-2008-0318
AmerenUE's Tariff Filing to Increase Rate for Electrical Service
Provided to Customers in the Company's Missouri Service Area

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 ($M)" shown under the column entitled "2007 Performance" in this scorecard is
calculated

A
2007

B C D

Prepared By Shawn Schukar

Title Vice President, Strategic Initiatives

Date September 26, 2008

Kind Surrebuttal
Attachment H

Page 1 of 2

ACTUALS Calculation
UEC f

Revenues
Hedging Physical Sales

Financial Hedges
Financial Options

Speculative Physical Sales
Financial Trades
FTRs

Ancillary
Capacity

Make Whole Payments
Total Revenues =SUM(D6 D14)

Cost of sales
Generated
Purchased

Total Cost of Sales =SUM(D18 D19)

Other Expenses

	

Transmission Charges
Broker Fees

GROSS MARGIN =D15-D20-D22-D23



Requested From

	

Ryan Kind

Data Request No

	

OPC 2111

Response

Ameren's Response to
OPC Data Request

MPSC Case No ER-2008-0318
AmerenUE's Tariff Filing to Increase Rate for Electrical Service
Provided to Customers in the Company's Missouri Service Area

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 "AM&T Gross Margin ($M)" shown under the column entitled "YTD" in
this scorecard is calculated

2008
A B C D

Prepared By Shawn Schukar

Title Vice President, Strategic Initiatives

Date September26, 2008

I
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ACTUALS Calculation
UEC
Revenues

Hedging Physical Sales
MISO DA Sales Bought Back
Financial Hedges
Financial Option Premiums

Speculative Financial Trades
Make Whole Payments

Capacity
Total Revenues =SUM(DG D12)

Cost of sales
Generated
Purchased

Total Cost of Sales =SIIM{D16 D171

Volume
Generated
Purchased

Total Volume

GROSS MARGIN =D13-D18
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