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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

* In the Matter of ‘the Monitoring’ )
of the Experimental Alternative ) Case No. E0-96-14
Regulation Plan of Union )
Electric Company. )

In the Matter of the Application )
of Union Electric Company for an }
Order Authorizing: (1) Certain )
Merger Transactions Involving ) Case No. EM-96-149
Union Electric Company; (2} The ) ’
Transfer of Certain Assets, Real )
Estate, Leased Property, Easements )
and Contractual Agreements to )
Central Illinois Public Service )
Company; and (3) In Connection )
Therewith, Certain Other Related )
Transactions. )

June 9%, 1999
Jefferson City, Mo.
DEPOSITION OF KENNETH J. RADEMAN,
a witness, produced, sworn and examined on the 9th day
of June, 1599, between the hours of 7:00 p.m. and
12:00 a.m. of that day at the offices of the Public
Service Commission, 301 West High, in the City of
Jefferson, County of Cole, State of Missouri, before
KELLENE FEDDERSEN, CSR, RPR
ASSOCIATED COURT REPORTERS, INC.
714 West High Street
P.O. Box 1308
JEFFERSON CITY, MO 65109
{573) 636-7551
and Notary Public within and for the State of
Missouri, commissioned in Cole County, in the
above-entitled cause, on the part of the Commission,
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APPEARAMNCES

FOR UNION ELECTRIC COMPANY:

JAMES J. COOK
Attorney at Law
One Ameren Plaza
1901 Chouteau
St. Louis, Missouri 63103

and

ROBERT J. CYNKAR
Attorney at Law
COOPER, CARVIN & ROSENTHAL
1500 K Street N.W., Suite 200
Washington, D.C. 20005

FOR MISSOURI INDUSTRIAL ENERGY CONSUMERS:

DIANA M. SCHMIDT
Attorney at Law
BRYAN CAVE, LLP
211 North Broadway, Suite 2600
St. Louis, Missouri 63102

FOR THE OFFICE OF THE PUBLIC COUNSEL AND THE PUBLIC:

JOHN B. COFFMAN
Deputy Public Counsel
P.0. Box 7800
Jefferson City, Missouri 65102-7800

FOR THE STAFF OF THE MISSOURI PUBLIC SERVICE
COMMISSION:

STEVEN DOTTHEIM
Chief Deputy General Counsel
P.0. Box 360
Jefferson City, Missouri 65102

SIGNATURE INSTRUCTIONS:
Presentment waived; signature reguested.
EXHIBIT INSTRUCTIONS:
Retained by the Commission.
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Cross-Examination by Mr. Dottheim
Cross-Examination by Mr. Ccffman
Recross-Examination by Mr. Dottheim
Redirect Examination by Mr. Cynkar

EXHIBITS INDEX

Exhibit No. 39 Verified Statement of
Kenneth 5. Rademan

"Exhibit No. 43 2/5/95 Memorandum from Steve

Dottheim, Counterproposal
to UE

Exhibit No. 44 2/15/95 Memorandum from
Steve Dottheim, Further
Revised Counterproposal to
UE (Revised as of 2/15/95,
9:3 a.m.)

Exhibit No. 45 2/16/95 Memorandum from
Steve Dottheim, Further
Revised Counterproposal to
UE (Revised as of 2/16/95)

Exhibit No. 46 Transcript of Stipulation
and Agreement in Case No.
ER-95-411
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(EXHIBIT NO. 29 WAS MARKED FOR

IDENTIFICATION.)
KENNETH J. RADEMAN, being sworn, testified as follows:
CROSS-EXAMINATION BY MR. DOTTHEIM:

Q. Would you please state your full name for
the record.

a. Kenneth J. Rademan, R-a-d-e-m-a-n.

Q. And you are the same Kenneth J. Rademan that
caused a statement to be filed with the Commission oﬁ

May 25, 19992

a. Yes, I am.

Q. Mr. Rademan, have you ever been deposed
before?

A. Yes, sir, I have.

Q. And I know you‘ve testified before.

A, Yes.

Q. If during the course of the deposition any

of the questions that I ask you are unclear, please
make that known. 2Ask me to restate the guestion or
indicate that it is unclear, and I will try to rectify
that for vyou.

I know you understand that you’re under
cath, you have an obligation to testify truthfully; is
that correct?

A. Yes.

ASSCQCIATED COURT REPORTERS, INC.
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Q. I expect we’ll be taking some breaks this
evening. If at any time you would like to take a
break, please just so indicate that and we’ll break
for a while.

A. Okay.

Q. And please, it’s not my intention to talk
over you. If I do that, I apologize, and please just
indicate that and I’1ll try to make sure that that
doesn’t happen again.

Is there anything, a medical condition or
medication that would cause you to not be able to
testify truthfully this evening?

A. There are not.

Q. Well, with those preliminary matters, let me
just state that I do have a fair number of questions;
It’s not my intent to turﬁ this into an endurance
contest. I‘1l1l try to get through the materials as
quickly as possible. If there’s any delay, it’s not
intentional. 1It‘’s just purely because of my
disorganization. ©So I apologize for that.

A. I understand.

Q. Mr. Rademan, could you give the approximate
dates as best you can of your employment at the Public
Service Commission?

MR. CYNKAR: Steve, I hate to interrupt you,

ASSOCIATED COURT REPORTERS, INC.
{(573)636-7551 JEFFERSON CITY, MO 65109
TOLL FREE. - 1-R888-636-75851




Eeo

i’

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

but I just wanted to remind you, he did have a féw
little edits to his statement. So before you --

MR. DOTTHEIM: I'm sorry.

MR. CYNKAR: Don’t want you to get into
the --
BY HR. DOTTHEIM:

Q. Mr. Cynkar had previously indicated this

afternoon that you had some changes to your statement,
and I apologize, I completely forgot. Would you like

to go through those?

A. Do you want to do those now?

Q. Yes.

a. On page 2 of my statement, line 17, the
sentence -- that line starts out "The model in the

minds of the," and we need to scratch "parties" and
insert "staff and UE when".

The next change is on page 7, line 9.
There’s a sentence that starts "As we said." "wen
needs to be stricken and changed to "I."

On page 8, line 14, the sentence starts
"Equally clear our use." Need to strike the word
"our" and insert "the."

The last change is on page 9, line 4. The

sentence reads, "Finally, I must underscore that we
mention." "We" needs to be stricken, and "I" needs to
6
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be inserted.

Q. Okay. Thank you, Mr. Rademan.

A, Uh-huh.

MR. DOTTHEIM: Maybe we should have the
record reflect that, in addition to counsel, I don’t
know that the court reporter has the names of the
other indiwviduals who have joined us, but other than
counsel for the Company, Office of the Public Coumnsel
and the Staff, we have counsel for the Missouri
Industrial Energy Consumers, Ms. Diana Schmidt,
S-c-h-m-i-d-t, and Mr. Russell Trippensee of the
Office of the Public Counsel.

BY MR. DOTTHEIM:

Q. Mr. Rademan, before I was reminded about you
wanting to make some changes to your testimony, I had
asked if.yourc0u1d give us as best you could the
dates, times of your former employment with the
Missouri Public Service Commission?

A. My employment with the Commission started in
1972 and spanned to 1981l. During that period of time
I held various positions of engineer, Assistant
Manager, Manager and Director of Utilities, with the
Director of Utilities being the last three years, from
1978 to 1981.

I joined the Commission for a second term in

7
ASSOCIATED COURT REPORTERS, INC.

{573)636-7551 JEFFERSON CITY, MO 65109
TOLL FRER - 1-2888-636-7581




.,

g ;‘

e

10
11
12
13
14
15
lé
17
18
19
20
21
22
23
24

25

November of 1991 as an Assistant Manager, and left the
Commission in May of 1997, and I was in the position
of Director of Utility Services at the time of my
departure.

Q. Do you recall when you assumed the
responsibilities of Director of Utility Services?

a. As best I can recall, it was early to mid
part of '94.

Q. Does June 1, '93 sound correct? The reason
I mention June 1, ‘93, I don’t have it in here, but
the Commission in its Missouri PSC Reports that it
publishes has the last 10, 15 years indicated when key
individuals on the staff either assume new positions
or resign.

And if I read it correctly, I thought there
was ‘an ‘indication in one of the more current volumes
that you were appointed to the position of Director of
Utility Services Division on June 1, 1993,

A. That is entirely possible. Brent Stewart
was the Secretary to the Commission at the time, and
shortly after I took the appointment Mr. Stewart left
and David Rauch assumed those responsibilities.

Q. . Okay. &and I seem to recall that Mr. Stewart
left approximately in mid August of 1993, so --

A. . That sounds correct.

8
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Q. Okay. Mr. Rademan, have you read all or

part of the Staff testimony that’s been filed in this

case?
A. I have not read all of the testimony.

Q. Could you indicate which Staff witnesses’
testimony you’ve read?

A. Mr. Schallenberg’s rebuttal testimony is the
only Staff testimony that I have reviewed.

Q. Have you read all of the Company’s, Union

Electric Company’s testimony that‘s been filed in this

proceeding?
A. No, I have not.
Q; Could you indicate, have you read any of the

testimony that Union Electric Company has filed in
this proceeding?

A. I've read Mr., Brandt’s testimony.

Q. Any other testimony of Union Electric
Company witnesses?

A. No.

Q. Do you recall who was the attorney in the
General Counsel’s office who was the lead attorney in
the mattérs that resglted in the first experimental

alternative regulation plan?

A. That would be Mr. Dottheim.
Q. Okay. Do you recall which members of the
9
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staff were responsible for negotiating with Union
Electric Company in respect to the first, and I'll use
the abbreviations that many people are using, EARP?

A. I'm not sure I understand your question. If
you are looking for who actually sat around the table
and did the negotiations, I would have to say it was
myself, usually always represented by counsel,

Mr. Dottheim, Jay Moore, Doyle Gibbs, to a certain
extent Steve Rackers, although Steve sometimes because
of other matters was not -- may not be avajilable for
all those meetings.

I think Mr. Mark Oligschlaeger may have beén
involved. I don‘t know if he was involved in actual
negotiations, but I know he was available for some of
the discussions and some of the meetings. Obviously
some of the other division directors and the Secretary
to the Commission may have been involved, toco.

Q. When you said the Secretary to the
Commission, did you mean the Executive Secretary or --

A, David Rauch.

Q. Do you recall who on the part of the Staff
was responsible for drafting language for the Staff
regarding the first EARP?

A, To my recollection, that would have been
you, Mr. Dottheim.

10
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Q. Do you have with you, I believe you do, a
copy of your -- of your statement which is going to be
Exhibit No. 39, or that’s the number that’s been
reserved for it?

A. Yes, I have a copy.

Q. I'd like to direct you to the first page,
lines 6 to 8, where you state, The agreement in this
case is nearly identical to the one establishing the
second EARP which is set out in the Report and Order
in Case No. EM-96-149 (March 4, 1997).

We had a gquestion from the Bench last week
which I thought we might attempt to address
regarding -- it was a question from the Vice Chair,
Commissioner Drainer, where Mr. Brandt was asked what
was the origin of the second EARP which occurred in
the context of the Union Electric Company/CIPSCO
merger.

Mr. Rademan, do you recall what was the
origin of the second EARPE?

A. I’'m not sure I understand your gquestion.

Q. Okay. Do you recall how a second EARP, an
additional three years starting July 1, 1998, going to
June 30, 2001, how that came about?

A, If my memory serves me correctly, it came
about in the merger case between UE and CIPSCO, and as

11
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part of the settlement for that merger that the second
EARP was included in that.

Q. Do you recall which party first proposed a
possible second EARP, if there was a party that made
that proposal?

A. I don’t recall who did that.

Q. Okay. 1I’'d like tc hand to you a copy of
Mr. Brandt’s, Mr. Donald E. Brandt’s, B-r-a-n-d-t,
surrebuttal testimony. The copy I have, the cover
page says supplemental testimony, but all the other
pages, I believe, say surrebuttal, and what I have is
a highly confidential version of it.

I don’'t know whether frankly anything in
there is still highly confidentiai, but I'm going to
refer you to a page which doesn’t have any highly
confidential information and ask you about a paragraph
that appears in there. I’1l1 first hand it to your
counsel.

The page I was going to refer you to is
page 4, the very first paragraph on that page that
goes from lines 1 to 9. And if there’s no objection
from your counsel, I was going to read that paragraph
into the record.

Starting on line 1 on page 4 of Mr. Brandt’s
surrebuttal testimony, he states: Reimbursement of a

12
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small portion of merger related costs and potentiﬁlly
sharing merger savings only through June 30, 1998 does
not provide sufficient assurance that shareholders
will ultimately be treated fairly. Before completing
the merger, we need greater assurance that
shareholders will be treated more fairly than Staff’s
proposal provides. UE, therefore, proposes that after
Staff has had the opportunity to evaluate the first
full year of the ARP, which ends 6n June 30, 1996, and
provided that no major obstacles are uncovered, the
ARP be extended for an additional five-year period.
Absent this extensiocn of the ARP, the Company
continues to support its original proposal.

Mr. Rademan, did I read that paragraph

accurately?
A. That’s what the paragraph states.
Q. Is your recollection as to how a second EARP

came to be discussed refreshed in any manner by that
paragraph? And if you don’t recall, all you need -

A. I'm sorry. I don’t recall.

Q. Okay. Fine. Thank you. And I might note,
I think, something that your counsel has noted, that
on the cover page there appears a date -- that is the
cover page to ﬁr. Brandt’s surrebuttal testimony
appears the date June 3, 19%96; is that correct?

13
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A. Yes.

Q. Thank you. Again, I’'d like to refer you to

.the first page of Exhibit 39, in particular lines 11

and 12, and in particular starting with the word in
that line "constituted." You state therein, do you
not, that the first EARP, open quote, constituted a
forward-leooking mechanism that could smooth the
transition to a competitive electricity market. Did I

read that correctly?

A. Competitive electric utility market, ves.
Q. Excuse me. I did read that incorrectly, and
you have just corrected me. It says "to a competitive

electric utility market." Thank you.
You address this item again, do you not, oﬁ
rage 3 of your testimony, lines 18 to 227

A. Yes. They both address the issue of
transition towards a competitive market.

Q. Do you recall whether this fationale was
offered to the Commission as a reason for the Staff
proposing to the Commission the adoption of the first
EARP?

a. I can’t answer that question without going
back and reviewing the record.

Q. Do you recall or know whether that is the
Staff’s view or is that your view?

14
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A, That is my view. I'm sure it is probaﬁly
shared by some of the Staff, and it probably is
rejected by some of the Staff.

Q. Are you able to identify any members of the

Staff by name who might share that view --

A, I would --
Q. -- that you know?
A. I would think that Mr. Jay Moore would have

shared that view.

Q. Do you know that for a fact?
A. No, I don’'t know specific fact.
Q. I'd like to refer you again to Exhibit 3895.

In particular I’'d like to refer you to page 4,
paragraph 7, lines 19 to 28.

MR. DOTTHEIM: I might ask if the record
could. reflect we’ve been joined by Mr. Douglas
Micheel, M-i-c-h-e-e-1l, of the 0ffice of the Public
Counsel.

BY MR. DOTTHEIM:

Q. On lines 19 to 28 of Exhibit 39, you excerpt
from the testimony of Mark Oligschlaeger on
performance-based regulation and regulatory asset
amortization in Case No. ER-97-394, do you not?

A, Yes, I do.

Q. Are you familiar with that case in which

15
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that testimony was filed, ER-97-3547

A. No, sir, I am not.

Q. How is it that you are familiar with
Mr. Oligschlaeger’s statement that you’ve excerpted in
Exhibit 397 |

A. In discussion with members of AmerenUE, they
asked me if I agreed with that statement, and I do

agree with it.

Q. Okay.
A. So I chose to include it.
Q. Do you have a copy of Mr. Oligschlaeger’'s

rebuttal testimony from Case No. ER-97-3947?

a. No, sir, I do not.

Q. You were not in the employ of the Commissicn
at any time during the course of Case No. ER—97-394;
were you?

A. I don‘t know the exact dates of the case, so
I cannot answer your gquestion specifically.

Q. Have you read Mr. Oligschlaeger‘s rebuttal
testimony in entirety?

A. No, I have not.

Q. Have you read any of Mr. Oligschlaeger‘s
testimony other than that excerpt that you’ve placed
in your Exhibit 39°?

A. From Case No. BER-97-394?

16
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Q. Yes.

aA. Is that yvour guestion?

Q. Yes, sir.

A. If that’s your gquestion, I have not read it.
Q. Do you know whether there’s any part of

Mr. Oligschlaeger’s rebuttal testimony that is
contrary to your -- to your view of return on common
equity sharing grid regulation smoothing the
transition to a competitive electric utility market?

A, I can’t recall any.

Q. Okay. And when you say I can’t recall, what
are you referencing? What are you recalling?

A. Well, during my employ as Director of
Utilities, Mr. Oligschlaeger as an Auditor 5 did a lot
of policy work, and especially in the electric area,
and in addition to his other duties in the other areas
that he worked in, and he filed policy testimony. To

that extent, I don‘t know of any.

Q. And --
A. I can’t recall any.
Q. Thank you. And my question in particular

was relating to Mr. QOligschlaeger’s other testimony in

Case No. ER-97-395%4.

A, No, I don‘t recall.
Q. If you would bear with me a moment.
17

ASSOCIATED COURT REPORTERS, INC.
(573)636-7551 JEFFERSON CITY, MO 65109
TOLL FREE - 1-888-636-7881




—

gt

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A, Uh-hubh.

Q. Mr. Rademan, I'm going to hand to you a copy
of Mr. Mark L. Oligschlaeger’s rebuttal testimony on
performance-based regulation and regulatory asset
amortization which you have excerpted from, which was
filed in Case No. ER-97-394, and I‘'ve handed you a
copy of the nonproprietary testimony of
Mr. Oligschlaeger. What I'm going to refer you to I
don’t believe contained any highly confidential
information.

I‘'m going to ask you first to take a loock at
page 1, lines 21 to 24, just for definitiomal
purposes, where there’s a question, a partial answer.

Question: What is performance-based
regulation (PER)?

Answer: PBR 1s a term that appears to be
generally synonymous with "incentive regulation®, or
"alternative regulation". I will be using all three
terms interchangeably in this testimony.

I would then like to direct you to page 18
of Mr. Oligschlaeger’s rebuttal testimony starting at
line 14, and ask you to read to page 19, line 11. I‘'m
going to read that portion of Mr. Oligschlaeger’s
testimony starting on page 18, line 14.

Question: MPS’ direct testimony ties its

18
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perceived need for PBR to the new competitive
environment electric utilities are likely to face. Is
impending competition a compelling reason to implement
incentive regulation for MPS and other electric
utilities in this state?

Answer: No. In fact, if anything, the
notion of impending competition makes use of explicit
incentive plans less compelling, not more.

Question: Please explain.

Answer: Theoretically competition is the
most effective incentive for efficient behavior on the
part of goods and services providers in that failure
to produce the highest quality and least cost product

or service in the competitive marketplace will mean

~reduced profits in the short run and possible exit

from the market in the long run.

If a utility such as UtiliCorp truly
believes that competition is around the corner in the
electric industry, then any failure now to become as
efficient and productive as possible will carry
tangible and negative conseguences in the future
electric marketplace.

Under this scenario, it would be superfluous
for the Commission to offer incentives to MPS and
other electric utilities for greater efficiency as

19
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such incentives are already in place in the form of
impending competition.

Question: Are you suggesting that the
Commission should no longer give any consideration to
incentive forms of regulation for electric utilities?

Answer: No. There may be other factors
that argue for use of incentive regulation in a
particular case. I am merely stating that MPS’
premise that impending competition is a strong
argument for incentive regulation in and of itself is
not logical.

Now, Mr. Rademan, do you view that testimony
of Mr. Oligschlaeger that I just read as being
contrary to your view of return on common equity,
common equity sharing grid regulation smoothing the
transition to a competitive electric utility market?

A. Mr. Dottheim, I dom’t think I can answer
your question because I really don’t -- I really
haven'f had an opportunity to review the entire
context of this testimony or the case, and I don’t
know what MPS’ actual claims were that
Mr. Oligschlaeger was responding to. I simply can’t
answer your question.

Q. Okay. Fine. Thank you.

Mr. Rademan, I’'d like to refer you back to

20
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Exhibit 39, and what in particular I’d like to refer

vyou to are lines 1 and 2 om page -- on page 2.

A. Page 27

Q. Yes, I'm sorry, cf your Exhibit 39. The
sentence continues on into line 3. You state therein:

nIn understanding the terms of the agreement and what

the Commission hoped to achieve by committing itself

to it."

Are you testifying on behalf of the
Commission in that part of your testimony,
Mr. Rademan?

A, No, Mr. Dottheim. I learned a long time ago
you don’'t speak for the Commission. It’s not my
intention to testify for them there.

Q. and what I was referring to in particular is
that part of the sentence that states what the
Commission hoped to achieve by committing itself to
it.

A. By committing itself to it meant the
approval of the Stipulation and Agreement.

Q. Do you know what the Commission hoped to
achieve by approving the Stipulation and Agreement?

A. Well, I think the Report and Order Speaks
for itself in there. Obviously you can’t speak for
the Commission, as I stated earlier.
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The Report and Order contains language in
it, as I recall, which states the Commission’s reasons
for approving the Stipulation and Agreement. Without
going back and reviewing that, I cannot give you exact
words or exact language.

Q. Are you attempting to state anything in that
sentence there other than what appears in the
Commission’s Report and Order?

A. No. I think the words speak for themselves.

Q. Okay. Mr. Rademan, if I could just refer
you in general to paragraph 2 on page 2 of Exhibit 39,
which extends from lines 1 to 11. Did the situation
that you described in that paragraph apply to Union
Electric Company?

A. Union Electric was not on my mind when I
wrote those words.

Q. Okay. Do you recall the -- were you at the
Commission at the time of the Union Electric Companyl
Callaway rate case where they sought to place in rates
the Callaway nuclear generating unit?

A. No, I was not.

Q. Do you recall how many rate increase cases
Union Electric Company has filed since the Callaway
case?

A. As best I can recall, there were none.
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Q. Do you recall how many excess earnings-
complaint cases that the Staff has filed against Union

Electric Company since the Callaway case?

A, Complaint cases actually filed?
0. Yes, sir.
A. I don’t recall. I’d have to go back and do

some research to answer your guestion.

Q. Do you recall whether the Staff filed any
excess earnings complaint cases against Union Electric
Company after the Callaway case?

A. As I recall, there were some cases, but
whether or not they were complaint cases I do not
know, if they were actually filed complaint cases. I
can’t answer your gquestion.

Q. Do you know how many times Unipn Electric
Company has reduced its rates since the Callaway rate
case?

A, I have a clarifying question. Am I allowed

to refer to documents --

Q. Yes.

aA. -~ to answer your guestions?

Q. Yes.

A, According to the testimony contained in

Mr. Donald Brandt’s rebuttal testimony in this case,

he gives a citing on page 8 of the case history with
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Union Electric since the Callaway case in early "87.

Q. And he mentions therein a Staff and OPC rate
complaint cases in 1987, does he not?

a. Excuse me. Would you repeat the question?

Q. Yes. If I understood you correctly, you
were referring to page 8 of Mr. Brandt’s rebuttal
testimony, which I believe is Exhibit 12, as far as a
history of cases, rate cases, whether they be of
whatever nature, since the Callaway case.

And I was asking you if he indicates therein
that there were Staff and Office of the Public Counsel
rate complaint cases in 19877

A. As I understand it, the Callaway case was in
1987, and then there were two complaint cases after
it, one in 1990 and one in 1993.

Q. ‘ I really don’t mean to go into this in
certain parts of the history in any great detail, but
would you be willing to accept, subject to check, that
the Callaway case was in 19857 The Commission’s

Order, I believe, was issued in 1985.

A. I would accept that. I was misreading the
testimony.
Q. And that what is indicated there is that

there was a Staff and Office of Public Counsel
complaint case against Union Electric Company?
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A. In early 1587.

Q. Okay. Thaznk you.

A, That is correct.

Q. Thank you. And as you indicated, Mr. Braadt

indicates in his testimony that there were subsequent
cases in 1990 and 19937

A, That is correct.

Q. The case that occurred in 1993, assuming
that date in Mr. Brandt’s rebuttal testimony is
correct, that would have occurred while you were an
employee of the Missouri Public Service Commission,

would it have not?

A. Yes, it would bhave.

Q. Do you recall anything regarding that 1993
case?

A. . Not without refreshing my memory, going to

some documents, I don’t recall because I don’‘t know --
I don’t recall what time frame, if it was early 1993,
late 1993 that this case was all going on.

Q. I'm going to hand you a copy of the
Commission’s Report and Ordex in Case No. ER-983-52,
and it‘s not my intent to get into any great detail
respecting that Report and Order. But might that
refresh your recollection about that case? Let me
give you an opportunity to take a look at that.
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MR. DOTTHEIM: I might mention for purposes
of the record that we’ve been joined by another member
of the Staff, Mr. Robert E. Schallernberg,
S-¢-h-a-1l-1l-e-n-b-e-r-g.

THE WITNESS: This Report and Order
indicates that it was issued on the 3rd day of
December, 198%2. Is that the Report and Order you want
me to loock at?

BY MR. DOTTHEIM:

Q. Yes. And agaih, I'm not. asking you to study
that in any great detail. Ilwas just wondering if a
perusal of that might bring that case back to mind?

A. Well, as I recall, the case was wrapping up,
if that’s the correct terminology, while I was still
an assistant manager in the Utility Operations
Division, and I had no direct involvement in this
complaint case, as I recall.

Q. Okay. Thank you. Mr. Rademan, I’d like to
direct you in particular at this time to page 4 of
Exhibit 39, what was originally £iled as your
statement, and I‘d like to refer you to paragraph ¢
wherein I believe you address what you believe are
benefits of the sharing grid approach.

And I think one of those benefits that you
identify as a result of the sharing grid approach is
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1 the utility and its employees knowing that they will
- 2 share in their increased productivity, and I think you
} 3 are basically comparing in that paragraph the sharing
4 grid appreach to traditional regulation, and you do
5 mention in there, in addition to productivity, the
6 incentive that is offered by the sharing grid
7 approach.
8 Would that be a fair summary of that
9 paragraph or a portion of it?
10 A, Yes, I think it would.
11 Q. I'd like to hand you a copy of the
12 on-the-record presentation in Case No. ER-93-52, and
13 I'd like to direct you to several pages that are
14 contained therein. In particular, I'd like to refer
3 15 you starting at page 17, and I’'d like to refer you to
a 16 . line 24 on page 17 and continuing to page 19, line 9.
17 A. Excuse me. Page and line numbers again?
18 Q. . I'm sorry. Page 17.
19 A. Ckay.
20 Q. Line 24.
21 A. 211 right.
22 Q. To page 19, line 9.
23 A. Okay.
24 Q. And I’d like to give you two other citations
25 to look at which I think are relevant to your
27
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paragraph 6 on page 4 of Exhibit 39. If you would
also take a loock at page 21, line 23, to page 23,
line 7, and finally page 25. I'm going to give you
time, Mr. Rademan, or if you would just --

A. . I was going to say, I might want to write
these down.

Q. I thought I'd just give you the references
and give you time to take a look at it.

A. All right.

Q. Would you like me to go -- would you like to

jot those down?

A. Yes, I would, please.

Q. I‘'m sorry. I don’t mean tec rush you into
reading it. Okay. Page 17, line 24 to line -- excuse
me -- to page 19, line 9; next, page 21, line 23 to

page 23, line 7; and finally page 25, line 25 to page
27, line 6.
I thought I’d read those into the record. I
hadn’t intended to mark the transcript as an exhibit.
MR. CYNKAR: 1It’s a transcript. The marking
may take less time than reading it. We certainly
don‘t have any problem marking it as an exhibit, which
will save time.
MR. DOTTHEIM: Let me try reading it.
MR. CYNXAR: Okay. Steve, if you’re going
28
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to read it, you might want to go ahead while Ken’s
reading.

MR. DOTTHEIM: Okay. That’s fine. I'm
sorry.

BY MR. DOTTHEIM:

Q. Okay. I will start. On line ~- excuse me.
On page 17, line 24 to page 19, line 9 first.
Commissioner Rauch speaking: Okay. I‘d like to go on
to the $40 million reduction specifically, and I guess
this is a concern that I‘ve had as ﬁo how that’s been
interpreted. Mr. Dottheim, you said this morning
that -- or you mentioned that factor in this rate
reduction has to do with the ending or the conclusion
of amortization of the phase-in of Callaway, the
Callaway deferral.

Mr. Dottheim speaking: That is correct.
That is from the Staff’s perspective.

Commissioner Rauch speaking: The Staff’s
perspective. Okay. Can you tell me how much that
that deferral represents as far as rates are concerned
if we were to quantify that?

Mr. Dottheim speaking: The Staff believes
that that number is $40 million.

Commissioner Rauch speaking: Okay. Does
the Compaﬁy have a response to that? Would the
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Company agree with that, that the ending of the
deferral reflects a $40 million --

Mr. Agathen speaking: I think we agree that
that’s at least approximately correct.

Commissioner Rauch speaking: So you
basically would agree with that?

Mr. Agathen speaking: Yes.

Commissioner Rauch speaking: As I
understand that, if an adjustment is not made for
that, that factor, that whatever that ROE is currently
for the company, it would increase at the end of the
conclusion of that deferral, reflect whatever the
calculation would be. So, in fact, it appears to me
that this rate adjustment basically holds the line on
the company’s ROE. It will not effectively reduce the
current ROE of the company but will instead assure
that the ROE does not increase with the end of the
deferral.

End of excerpt.

Next excerpt, starting on page 21, limne 23,
going to page 23, line 7.

Commissioner Rauch speaking: Now, let me
just say that I guess I’'ve got -- and you may not
recognize it, but there’s a reason to my madness here,
and that is, I'm sensitive to a couple of things.
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First of all, as I read in the news release
issued by the company at the time of the announcement
of the stipulation, at least it’s implied that some of
this, this reduction is due to efficiencies in the
company, and I deon’t want to make a big argument about
that.

But the other concern that I have is the
implication that when a company is efficient and the
result of that efficiency is a higher return, that
this Commission or other commissions are promne to go
in and take the benefits of that efficiency away from
the company.

And I guess you know incentive regulation is
something we talk about. We’ve implemented a proposal
as far as the telecommunications industry is
concerned. |

I'm not making a judgment as to whether or
not it’s appropriate in the case of this particular
company, but it appears to me that this settlement is,
in fact, mot eliminating the benefits of efficiency
from Union Electric, and alsoc it appears to me that
the primary reason for this reduction is not because
the company has been more efficient but because of the
conclusion of the amortization of those deferrals.

And I think I’'d like to make that
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connection, first of all, to say that I don’t think
that this Stipulation, it’s not my interpretation at
this point -- I haven’t finally decided what I'm going
to do on this.

It’s not my interpretation that this came
about primarily because of efficiencies, nor would
approval of this Stipulation in any way suggest that
the Commission is taking away a benefit of this
company’s efforts at efficiency. Let me just -- let
me just make that statement. If you’d like to respond
to that, I would welcome your comments.

End of excerpt.

And the third excerpt is from page 25,
line 25 to page 27, line 6.

Commissioner Rauch speaking: Did you have
other comments, Mr. Agathen?

Mr. Agathen speaking: No. Just one other
point, and it doesn’t directly address your gquestions,
but there is a benefit, of course, of the Stipulation
taking effect January 1lst as opposed to approximately
eight months later, which would be roughly a very
gross calculation, three-fourths of that $40 million
we’d be seeing in 1993.

Commissioner Rauch: I appreciate that, and
let me say that I understand that’s one reason why a
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stipulation like this could be agreed to. Even ff
somebody thought that the ROE were excessive,
nonetheless, the fact that the reduction takes place
today rather than a year from now does play a role,
and I assume that’s one of the reasons that the other
parties who might take exception with the ROE would
agree to it.

Mr. Agathen speaking: 1It’s always worked in
a flip when we’re asking for rate increases.

Commissioner Rauch speaking: Yes, I
understand. I guess, again, a point in all of this is
to identify at least for myself where this $40 million
is coming from. What happens if we don’t approve the
stipulation or what if we don’t approve this
540 million rate reduction? In fact, the ROE of the
company will go beyond what it is now.

And again, surveillance suggests that it’s
above what some people would argue would be an
appropriate rate of return. And again, to summarize
another factor, I think that this company is not being
penalized for efficiencies based on this decision
whatsoever, and I guess I have a need to say that and
to have that heard.

Mr. Rademan, did I read those excerpts
correctly?
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A. Yes, I think you did.

Q. Mr. Rademan, do you consider those excerpts
at odds with paragraph 6 in Exhibit 392

A. No, I don’‘t. Maybe you could point me in
the direction that you feel they are. 1I’d be happy to

try to work through it, but I don’'t see where they’re

at odds.
Q. There are a couple other excerpts I'd like
to go through in that -- in that transcript which also

deal with the rate reduction in that case, which is
a -- which is a Union Electric case.

MR. CYNKAR: Off the record.

(Discussion off the record.)
BY MR. DOTTHEIM:

Q. Mr. Agathen speaking, page 23, line 8: You
covered a lot of ground, and let me start with the
last comment you made. As you recall, we had a
530 million decrease in 19%0. So with the two
combined, we have a §70 million decrease. And
assuming that the $40 million of that $70 million
reflects the end of the phase-in, there’s still an
additiconal $30 million decrease which would contribute
in large part to efficiencies of the company’s
operaticons.

It’s not the Commission coming in and taking
34
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that away. It’s the company agreeing in the
Stipulation in effect to reflect some of those cost
reductions which we attribute to efficiency.

Mr: Rademan, I’'d like to refer you to page

14, line 14.

A. Of the tramnscript of the Stipulation and
Agreement?

Q. Yes, sir. And continue ﬁo rage 15, line 1,
and page 20 -- I will read these into the record. So

hopefully I can save some time in that manner by just
doing that. But the other excerpt dealing with ROE is
on page 20, line 10, going to page 21, line 22.

And starting on page 14, line 14, Chairman
McClure is speaking: My last question, what is the --
for the benefit of those of us fairly new on the
Commission, the last authorized ROE for the company
was what -- was when and what is that amount?

Mr. Agathen speaking: That was
12.01 percent in a complaint case based on a -- it was
a 1987 Order, I believe.

Mr. Moore speaking: A Report and Order
dated December 21 of 1987.

Chairman McClure: And that was ROE?

Mr. Moore speaking: ROE 12.01, overall rate

of return 9.94.
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Chairman McClure: Thank you.

End of excerpt.

And the other excerpt being on page 20,
starting on line 10, going to page 21 on line 22.
Commissioner Rauch speaking: So you would suggest
that if the Staff was involved in a complaint case, I
suppose, or if there was a rate case before this
Commission at this point, your best estimate of what
the Staff would argue an appropriate ROE would be
would be about 11 percent?

Mr. Moore speaking: That would be for
comparable companies. Anothef approach, if you’d look
at the yield on Moodys public utility bond for
December ‘87, they were approximately 11 percent, and
to date they’re approximately 8.35 percent. So that’s
about a 2.65 percent difference. So if you took the
difference of the 12.01, then that would be a lot
lower than the ll.percent. But 11 percent is for
comparable companies DCF analysis at this time,

Commissioner Rauch speaking: Now, I have to
conclude from what you’ve told me that what the Staff
is suggesting here is they are willing to agree in
this Stipulation to an ROE that you and I understand
it’s not part of the case. 1It’s not been determined.
exactly whkat that is, but your projection speaking to
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the Staff would be that the ROE that is, in fact,’
implied in this Stipulation exceeds what you would be
asking for or what you would be probably be
recommending in a complaint case or if a rate increase
was proposed before this Commission?

Mr. Moore: That is correct. In my opinion,

Union Electric is earning above its cost of capital.

Commissioner Rauch: Let me note --

Mr. Moore speaking: Its current cost of
capital.

Commissionexr Rauch speaking: Okay. I

understand that there is a lot of reasoning that goes
into why parties settle when it comes to a
stipulation. I understand what it would mean to go
through a complaint case situation and how delays as
far as rate reductions are concerned.

But I am interested in getting, at least for
my own understanding, a better grasp of what the
probable ROE is based on surveillance as well as the
calculations and to compare that to what will be or
what could be argued would be an appropriate rate of
return.

Mr. Rademan, did I read that accurately,
those excexrpts?

A. Yes, sir.
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Q. And the indication is that the Staff was not
seeking to lower Union Electric Company’s ROE to what
the Staff would propose in an earnings complaint case
or a company rate increase case?

A. That’s the inference.

Q. Okay. And finally on this, I'd like to
refer you back to page 2.

A. 0f which document, sir?

Q. I'm sorry. Of your statement, of

Exhibit 39.

A, Page 27

Q. Yes, sir. And it’s paragraph 2.

A. Paragraph 27

Q. Yes.

A, Ckay.

Q. Where you relate in there -~- it’s the

sentence that begins on liane 3, that sentence and the
sentence that begins on line 7 and concludes on 10
where you‘ve indicated a scenario where the Commission
orders a rate reduction and a utility after the rate
reduction files with the Commission a rate increase
case and the Commission grants a rate increase.

The £inal excerpt in the transcript of the
on-the-record presentation in ER-93-52 that I‘d like
to refer you to is on pdge 28, line 9. Page 28,
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line 9 to page 29 line 7, and I’1ll read that except
into the record.

Mr. Dottheim speaking: Yes, that could be
argued. The one thing I guess I maybe should state is
that it is not the Staff’s policy, either with Unicn
Electric Company or other companies where earnings
investigations occur, where audits are performed and
in instances where the Staff makes a determination
that a company may be in an excess earnings situation.

It is not the Staff’s policy to be -- some
would argue it could be so precise as to eliminate
through a complaint case all purported excess
earnings. The Staff, if it could, would not likely
endeavor to do that for fear of adverse events
occurring immediately after the complaint case which
might force the company to immediately thereafter file
a rate increase case. So that is another factor that
goes into the Staff’s consideration in negotiating
settlements involving matters such as this.

Commissioner Rauch speaking: So you’'re
almost building a buffer?

Mr. Dottheim speaking: Yes.

Commissioner Rauch speaking: In case of
adverse situations?

Mr. Dottheim speaking: That’s not to say
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that we can pinpoint precisely the size of that
buffer, but that is part of the thought process on
behalf cof the Staff.

Mr. Rademan, did I read that excerpt

correctly?
A. Yes, you did.
Q. Would that explanation that was provided in

the on-the-record presentation in ER-93-52 address the
situation which you cite on page 2 of your Exhibit 392

A. It states what happened in the case of Union
Electric as far as rate reductions and ROE, and I
understand the Staff’s position as far as the
discussion of the buffer that is discussed there.
Would you now repeat your question?

Q. Yes. The excerpt that I read into tﬁe
record from the on-the-record presemntation in
ER-93-52, in your opinion, does that address the
situation that you address on page 2 of your
testimony, paragraph 2, in Exhibit 392

A. Not entirely, no, it does not.

Q. If I recall correctly the excerpt that
Mr. Cynkar asked me to read in the record on page 23,
which I can show him I was going to get to eventually
and read it in myself, lines 8 to 19, where there’s a
reference to a $30 million decrease in 1990, do you
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know what that $30 million decrease was in relation
to?

A. Precisely, it had something to do again, as
I understand it, the deferrals of Callaway, but the
exact details, I don’t recall.

Q. But it’s your ﬁnderstanding it related to
the deferrals respecting Callaway?

A. Whether that was the only item in there I do
not know.

0. Okay. Do you know whether the Staff in the
context of UE’'s application to purchase the Missouri
properties of Arkansas Power and Light performed an
earnings audit?

A. Well, we’'re going back a long ways,

Mr. Dottheim. I’'m not sure what the details were. I
vaguely remember the purchases. I don’t know how many
years ago that has been.

Q. Okay. Well, I won’t take you through this.
I would suggest to you that a $30 million rate
reduction -- and the Commission’s Orxrders will reflect
this -- relate to the combination of factors, a rate.
design proceeding.

MR. CYNKAR: Steve, I object. You’re
testifying now.
MR. DOTTEEIM: Okavy. I'l)l let the
41
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Commission’s Orders speak for themselves. Thank you,
Mr. Cynkar. We’ve been going for an hour and a half.
Would you like to take a break?

THE WITNESS: I'm fine.

BY MR. DOTTHEIM:

Q. Mr. Rademan, I'm going to ask you to look at
a number of documents which I previously asked
Mr. Brandt to take a look at, but I'm going to try to
speed this up. If your -- I’ll let your counsel
address this.

What I've done is I've flagged the pages of
the documents, and I put numbers and letters alongside
various sentences to assist in the process of asking
vou to compare portions of two different documents.
And if he doesn’t object, I think that may speed
things along, but I’1l1 leave that up to him.

MR. CYNKAR: Sounds reasonable.

MR. DOTTHEIM: If we could go off the
record.

{Discussion off the record.)

BY MR. DOTTHEIM:

Q. Mr. Rademan, you‘ve had an opportunity to
look at two documents. One of those documents has
been marked as Exhibit 21. I think that’s the one
that you are looking at right now, and it is -- it is
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referred to in Mr. Brandt’s rebuttal testimony where
he indicates that the Company made a first proposal to
the Staff in early 1995, which at the moment I’'m not
finding in my copy of his testimony.

MR. CYNKAR: Page 3, is that what you're
talking about, or of his testimony or --

BY MR. DOTTHEIM:

Q. Of Mr. Brandt’'s testimony. But why don’t I
refer you to the -- in fact, if I refer you to
Exhibit 21, the cover page, which is a Data Regquest,
and the Data Request asks on page 8, line 22 to 23 of
Donald E. Brandt’s rebuttal testimony, Mr. Brandt
states that in Januarxy 1995 the Company submitted a
proposal to the Staff. Please p;ovide a copy of the
document referred to.by Mr. Brandt on page 8, lines 22
to 23 of his rebuttal testimony.

And what I’ve done, for purposes of
hopefully moving us along, is I’'ve given you a copy on
which I’ve put some 3M post-it flags and attempted to
indicate sentences in that document, Exhibit 21, that
I‘d like for you to compare with what has been marked
as Exhibit 22, which is a copy of the Commission’s
March 15th, 1991 Order Granting Interventions and
Approving Joint Recommendation in Case No. TQO-90-1.

Unfortunately, I wanted to include the
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errata sheet which was copied on top of the document.
So what you see first on Exhibit 21 is the errata
sheet to --

MR. CYNKAR: Exhibit 22.

MR. DOTTHEIM: I'm sorry. You are correct,
Exhibit 22.

BY MR. DOTTHEIM:

Q. What you see as a first page on Exhibit 22
is the errata sheet to the drder that I'd like to
direct you to, and it’s on the other side of that
cover page where the Order Granting Interventions and
Approving Joint Recommendation, TO0-90-1,.

And I'd like to direct you to, in
Exhibit 22, page 9 of 21 where I have a flag by
paragraph D, the first sentence, which states
Southwestern Bell will comply with the monitoring
procedures set forth in Attachment 3.

And I'd like to direct you to the next page,
page 10 of 21, to the next flag which I’ve attempted
to line uwp with the portiom c¢f a sentence in
paragraph G which refers to the monitoring procedures
stated in Attachment 3.

And I‘ve -- the next flag you’ll £ind is on
page 16 of 21, which I've tried to line up with a
portion of a sentence in paragraph 5 on that page
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which states in part, Southwestern Bell shall adjhst'
its revenues, expenses and earnings levels reported to
the PSC according to the monitoring and implementation
procedures described in Attachment 3.

And finally, we get to Attachment 3, which
is the next flag, and that is page 32 of 75. At the
top of the page it says "Monitoring Procedures
Attachment 3.7

And in particular I‘d like to direct you to
the sentences that I have numbered in that
Southwestern Bell Order, which is Exhibit 22, and the
sentences that I have numbered in Exhibit 21, which is
the document which Mr. Brandt refers to in his
rebuttal testimony, which is Exhibit 12, as having
been submitted to the Staff in January 1995 as Union
Electric Company’s proposal to the Staff.

I'd like to direct you tc a sentence which
I've indicated with a No. 1, an Arabic 1 with a circle
around it, which on Exhibit 22 is on page 32 of 75,
and that indication is at the bottom right-hand corner
of the page. 1It’s the first page of the monitoring
procedures, and in Exhibit 21, it’s the first page of
the reconciliation procedure, Attachment B.

And the sentence in Exhibit 22 reads --
that’s No. 1 -- a final earnings report and proposed
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sharing report will be submitted to the Commission
within 105 days after the end of the period.

And the sentence I'd like for you to compare
it to in Exhibit 21 is numbered Arabic 1 with a circle
around it, and it states: An earnings report will be
submitted to the Commission and to all parties to this
agreement by 105 days after the end of each plan year.

The words are not exact, they are not word
for word identical, but would you agree that the two
sentences are very similar in content?

A, Yes, I'd agree with that.

Q. Okay. I’'d next like to refer you to the
sentences that I‘ve marked with an Arabic 2 and a
circle around it in Exhibit 22. It states, that
sentence on page 32 of 75, the monitoring report will
be similar to Schedule 1 in Exhibit 21 on the first
page of the reconciliation procedure.

The sentence I‘’d like for you to compare it
to is also identified with an Arabic 2 with a circle
around it. The earnings report will be similar to
attached Schedule 1.

Again, the sentences are not identical, but
would you agree that they are very similar?

A. - Well, I don’t kmnow if monitoring in
Southwestern Bell is the same as earnings in UE. The
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sentences are structured the same way, but those two
words have very different meanings.

Q. Okay. I’d next like to refer you to in
Exhibit 22, page 33 of 75, the rext page, and the
sentence in paragraph E on that page that has an
Arabic 3 with a circle around it, and I’'d like for you
to compare that to the sentence in Exhibit 21 that has
an Arabic 3 by it with a circle around it, which is on
the first page of the reconciliation procedure. 1It’s
paragraph 2C.

And in Exhibit 22 the sentence reads:
Company agrees to exclude from the cost of service
items which have been traditionally excluded in SWBT
ratemaking proceedings, for example lobbying expense,
corporate aircraft expense, contributions to
charitable organizations and institutional advertising
costs.

The sentence in Exhibit 21 that I’d like for
you to compare it to reads, Company will omit items
from the cost of service which have been traditicnally
excluded in UE rate proceedings, (for exanmple lobbying
expense, charitable contributions, good will
advertising, et cetera).

Again, the sentences are not identical word
for word, but would you agree that they are very
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similazr?

A. I think their intent is the same.

Q. Okay. I’d like to next refer you to the two
sentences in the two documents that I’ve put Arabic 4
by and put a circle around it in Exhibit 22. 1It’s on
page 33 of 75. It’s in paragraph F, the first
sentence, which states: Company earnings then will be
adjusted to normalize the effects of any sharing
credits from the prior year that are embedded in the
earnings.

And if you would compare that to the
sentence with the 4, Arabic 4 with a circle around it
that’'s on the first page of the reconciliation
procedure in Exhibit 21 in paragraph 2D which states:
Net operating income will be normalized for the effect
of any prior year sharing credits.

Again, the two sentences, the words are not
identical, but would you agree that the two sentences
in content are very similar?

A, Yes, I think they are.

Q. Qkay. I next like to refer you to the twa
sentences that are marked with an Axabic 5 with a
circle arcund it in Exhibit 22. 1It’s on page 33 of 75
of Attachment A, in paragraph G, and the sentence
reads: The earnings levels upon which sharing is
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based are those as described in items 2B through 2F.

And I’'d like to refer you to, in Exhibit 21,
the second page of the reconciliation procedure,
paragraph 2G, where the sentence with the Arabic 5 and
the circle around it is. The earnings level upon
which sharing is based are those described in Item 22
through 2F above.

MR. CYNKAR: Excuse me, Steve. This has
been mislabeled. That’s why we had the confusion.

THE WITNESS: Yeah.

MR. CYNKAR: Five is on the wrong paragraph.

THE WITNESS: Need to bump it up one
paragraph.

BY MR. DOTTHEIM:
Q. Mr. Rademan and Mr. Cynkar, my apologies.
That was my errqr.

If I could refer you.to the sentences that
were intended to be marked in Exhibit 21, it’s
paragraph 2G, the first sentence of 2G which is marked
with an Arabic 5 with a circle around it. The
earnings level upon which sharing is based are those
described in Item 2A through 2F above.

Again, the sentences are not identical, but
they are very similar in content, are they not?

A. I think their intent is the same.
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Q. And the sentence which I’ve marked in both
documents with a 6 and a circle around it, in
Exhibit 22, it’s on page 34 of 75 of Exhibit 22, and
in Exhibit 21 it’s on the second page of the
reconciliation procedure. It’s the second sentence in
paragraph 2G.

In Exhibit 22 the sentence reads:
SWBT/Staff/OPC reserve the right to bring issues which
cannot be resolved by the parties which are related to
the operation or implementation of the incentive plan
to the Commission for resolution.

And in Exhibit 21, the sentence that I’d
like for you to compare it to reads: UE/Staff/0OPC
reserve the right to petition the Commission for
resolution of disputed issues relating to the
operation or implementation of this shared savings
plan.

Again, the wording is not identical, but
would you agree that the content of the two sentences
is very similar?

Al Yes, I think they are.

Q. Next I’d like to refer you to, for purposes
of comparison, Exhibit 22, which is the Commission’s
Order Granting Interventions and Approving Joint
Recommendation in Case No. T0-90-1, the Southwestern
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Bell incentive plan docket, and the first EARP, which
is the Stipulation and Agreement in Case
No. ER-95-411.

I'm going to ask you to, in this instance,
compare the sentences that I’ve indicated by letter in
the two documents.

MR. DOTTHEIM: Let’s go off the record.

(Discussion off the record.)

BY MR. DOTTHEIM:

Q. Mr. Rademan, I‘d now like to ask you to
compare certain sentences that appear in Exhibit 22,
which is the Commission’s Order Granting Interventions
and Approving Joint Recommendation in Case
No. T0-90-1, the Southwestern Bell incentive
regulation experiment case, and the Stipulation and
Agreement in Case No. ER-95-411, which is in
Exhibit 13, which are the appendices or which is the
appendices to the rebuttal testimony of Mr. Brandt.

I'd like to first direct yvou in Exhibit 22
to page 16 -- excuse me -- page 16 of 75 in
Attachment A, and I’m not certain I have i1t marked,
but I'd like to direct you to the second sentence in
paragraph 5 on page 16 of 75 which states: To
calculate its ROE for the purposes of this
paragraph 5, Southwestern Bell shall adjust its
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revenues, expenses and earnings levels reported to the
PSC according to the monitoring and implementation
procedures described in Attachment 3.

And I'd like for you to compare that
sentence with the sentence on page 8 of 23,
Attachment A of the Stipulation and Agreement in Case
No. ER-95-411, and that sentence is in small Roman
Numeral i. The sentence reads: The return on common
equity for determination of sharing will be calculated
by using the methodology set out in Attachment C,
reconciliation procedure, appended hereto.

The words are not identical. Are the two
sentences similar in content?

A, Well, I'm not sure that the monitoring and
implementation procedures in Exhibit 22 have the same
meaning as the reconciliation procedures in
Exhibit 13.

Q. That could be determined by a comparison of
the content of the monitoring procedures, that are
Attachment 3 in Exkibit 22, with the reconciliation

procedure that’s set out in Exhibit 137

A. I would assume you could go through it line
by line.
Q. Let me ask you to compare the next two

sentences, and in Exhibit 22 it’s on page 32 of 75,
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which again is the first page of the monitoring
procedures, and it’s denominated by a -- by a B with a
circle around it, and it states, 90 days after the end
of the period, a preliminarf earnings report, along
with a proposed sharing report, will be submitted to
the Staff and OPC.

And if you would compare that to the
sentence that is denominated with a B which I’ve
written by it and put a circle around it that’s in
Exhibit 13. It’s page 8 of 23, Attachment A, and it’s
the first sentence in small Roman Numeral iv and
reads: Within 90 days after the conclusion of a
sharing period, a preliminary earnings report, along
with a proposed sharing report, will be submitted by
UE.

The words are not identical, but would you-
agree that the content is very similar?

A, Yes, I would agree with that.
Q. I next would like to direct you in
Exhibit 22 to page 33 of 75, which is the second page

of the monitoring procedures, paragraph G, the second

sentence, which reads: The earnings levels upon which
sharing -- upon which sharing is based are those as
described.

MR. CYNKAR: Steve, aren't yocu --
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MR. DOTTHEIM: Excuse me. Yes. I picked up
the wrong sentence. Pardon me.
BY MR. DOTTHEIM:

Q. I was reading from the first sentence in
paragraph G. I should be reading from the third
sentence in that paragraph, which states: 1In
addition, if Staff/OPC finds evidence that operating
results have been manipulated to reduce amounts to be
shared with customers or to misrepresent actual
earnings or expenses, they might file a complaint with
the Commission requesting that a full investigation |
and hearing be conducted regarding their complaint.

And I’d like to direct you in Exhibit 13, in
the first EARP, to page 9 of 23 in Attachment A, small
Roman Numeral vi, the sentence with a C with a circle
around it, which states: If Staff, OPC or other
signatories find evidence that operating results have
been manipulated to reduce amounts to be shared with
customers or to misrepresent actual earnings or
expenses, Staff, OPC or other signatories may file a
complaint with the Commission reguesting that a £full
investigation and hearing be conducted regarding said
complaint.

Again, the words are not identical, but
would you agree that the content of the two sentences
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is very similar?

A. Yes, I can agree with that.

Q. Ckay. I next would like to direct you to
what’s in Exhibit 22, page 34 of 75, the third page of
the monitoring procedure, and it’s inm -- it’s in
Section H, the fourth full paragraph.

(Discussion off the recoxd.)

BY MR. DOTTHEIM:

0. I think I was referring to the fourth full
paragraph on page 34 of 75, and it’s -- all of the
sentences in that fourth paragraph can be matched with
a paragraph in Exhibit 13, the Stipulation and
Agreement in Case No. ER-95-411. The comparable, I
would suggest, paragraph is on page 9 of 23 of
Attachment A, small Roman Numeral vii, and I’1l1l read
the two paragraphs in entirety.

The first sentence says -- the first
sentence of each paragraph has a 6 out by it, and it’'s
in a circle. The next sentences in order have a D, E
and F by them and circle around them.

The paragraph in Exhibit 22 reads:
SWBT/Staff/0PC reserve the right to bring issues which
cannot be resolved by the parties which are related to
the operation or implementation of the incentive plan
to the Commission for resolution.
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Examples include disagreements as to the
mechanics of calculating the monitoring report,
interpretations of the TC-89%-14 Order, alleged
violations of this agreement or alleged manipulations
of earnings results.

Said allegation of manipulation could
include significant variations in the level of
expenses associated with any category of cost where no
reasonable explanation has been provided. The
Commission will determine in the first instance
whether a question of manipulation exists and should
be heard. |

The comparable or what I am going to ask you
as far as the comparability of the paragraph that
appears in Exhibit 13, which is small Roman Numeral
vii, reads: UE, Staff, OPC and other signatories
reserve the right to bring issues which cannot be
resolved by them and which are related to the
Operation or implementation of the plan to the
Commission for resolution.

Examples include disagreements as to the
mechanics of calculating the monitoring report,
alleged violations of the Stipulation and Agreement,
alleged manipulations of earnings results or reguests
for information not previously maintained by UE. An
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allegation of manipulation could include significant
variations in the level of expenses associated with
any category of cost where no reasonable explanation
has been provided.

The Commission will determine in the first
instance whether a question of manipulation exists and
whether that question should be heard by it.

Again, the sentences are not necessarily
identical, but would you agree that they are very
similar in content?

A. Yes, they are similar in content.

Q. Two more sentences. The next one in
Exhibit 22 is on page 34 of 75 of Attachment A. It is
also in Section 2H. It is the first sentence of the
last paragraph, and it reads: Finally, Staff/OPC has
the right to present to the Commission concerns over
any category of cost that exceeds $300,0d0 that has
been included in company’s monitoring results and haé
not been included previously in any SWBT ratemaking
proceedings.

And that sentence is denoted by a G with a
circle around it. And if you would compare that to
the sentence on page 10 of 23 of Attachment A in
Exhibit 13, the first EARP, the sentence, being the
first sentence in small Roman Numeral viii, which
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again is denoted with a G with a circle around it,
Staff, OPC and other signatories have the right to
present to the Commission concerns over any category
of cost that has been included in UE’s monitoring
results and has not been included previously in any
ratemaking proceeding.

Again, the sentences are not identical, but

would you agree they are very similar in content?

A. Exhibit 22 contains a threshold, whereas
Exhibit 13 does not. Otherwise, the content is
similar.

Q. Thank you. And finally, I’d like to refer
you to page 36 of 75 in Exhibit 22, the second
paragraph under 3E. It’s denoted with an H with a
circle around it, and it reads: Differences between
the parties should be brought tc the Commission’s
attention for guidance as early in the process as
possible.

And I‘d like to ask you to compare that to
the sentence that appears in Exhibit 13, the
Stipulation and Agreement in Case No. ER-95-411, small
Roman Numeral ix, on page 10 of 23 of Attachment A.
The sentence reads: Differences among UE, Staff, OPC
and other signatories will be brought to the
Commission’s attention for guidance as early in the

58

ASSOCIATED COURT REPORTERS, INC.

(573)636-7551 JEFFERSON CITY, MO 65109
TOLL, FREE - J1-888-g36-785871




i i

"‘-‘;\h- w!

10

11

12

13

14

is

16

17

13

19

20

21

22

23

24

25

process as possible.

Again, the sentences are not identical, but
would you agree, Mr. Rademan, that they are very
similar in content?

A. Yes, I would.

Q. Thank you.

Mr. Rademan, do you recall whether internal
Staff documents at the time of the negotiation of the
Stipulation and Agreement in EM-95-411 reflect
utilization of the Southwestern Bell incentive
regulation experiment by the Staff?

A. In the merger case, the EM case? 1I’ve got
to get my numbers straight here.

Q. I'm sorry. And I stated that incorrectly.
Thank you. You identified I said EM when I meant to
say ER, and I meant to say ER-95-411.

So I'm asking whether you recall whether
internal Staff documents, such as memos, relating to
the negotiation of the Stipulation and Agreement of
the first EARP, which is in Case No. ER-95-411,
reflect utilization of a Southwestern Bell incentive
regulation experiment by the Staff?

a. Seems like I recall memos which just talked
about the monitoring parts of the Southwestern Bell,
but I don‘t know about the sharing grid part.
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I relied a lot on information that was °
coming out of other states and other utilities that
had incentive plans more so than Southwestern Bell.
But I do recall the -- some discussions about the
monitoring plans of Southwestern Bell during the
discussions, staffing discussions on the EARP, but I
don’t know if I recall anything on the sharing grids.

MR. DOTTHEIM: Okay. At this time I’d like
to have several documents marked as exhibits. I think
this will be Exhibit 43, and this is a document that
was provided to the Company in response to the
Company‘s Data Request No. 1 to the Staff.

It’'s marked as confidential, but the Staff
did not assert any privilege or immunity respecting
the document. It is a February 5, 1995 memo from me,
Steve Dottheim. The subject is counterproposal to UE.

(EXHIBIT NO. 43 WAS MARKED FOR
IDENTIFICATION.)

MR. DOTTHEIM: I’'d like to have marked as
Exhibit 45 -- excuse me -- Exhibit 44 another internal
Staff document which was p;ovided to Union Electric
Company in response to UE’s Data Request No. 1 to the
Staff.

It is also a document that’s marked
confidential which the Staff did not assert any
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privilege or immunity regarding. It is a February 15,
1995 memo from me, Steve Dottheim, the subject being
Further Revised Counterproposal to UE (Revised as of
2/15/95, 9:30 a.m.).

({EXHIBIT NO. 44 WAS MARKED FOR
IDENTIFICATION.)

MR. DOTTHEIM: And I'd also like to have
marked at this time another document as an exhibit, in
this instance Exhibit 45. The document is one that
was provided to Union Electric Company in response to
a Data Reguest No. 1 to the Staff.

It’s again an intermal Staff document, which
the staff has not chosen to assert any privilege or
immunity respecting. It is a memo from me, Steve
Dottheim, dated February 16, 1995, the subject being
Further Revised Counterproposal to UE (Revised as of
2/16/95.)

(EXHIBIT NO. 45 WAS MARKED FOR
IDENTIFICATION.)

MR. DOTTHEIM: And one other document I’'d
like to have marked as an exhibit, this would be
Exhibit 46.

Off the record.

(Discussion off the record.)

MR. DOTTHEIM: No, no Exhibit 46 at this
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time.
BY MR. DOTTHEIM:

Q. Mr. Rademan, do you have a copy of what has
been marked as Exhibit 43, a February 5, 1995 memo
from me to a numbex of cother members of the staff?

A, Yes, I have it.

Q. And is there an indication on the to line
that you are one of the individuals on the staff who
the memo was directed to?

Al Yes, I was one of the recipients.

Q. I‘d 1like to refer you to page 4 of that
memo, and I’'d like to refer you to the first paragraph
of the sentences that’s on page 4, and if I could
direct you to the third sentence, third sentence which
reads: I believe that those staff members who have
been involved with monitoring the Southwestern Bell
(SWBT) experiment should be consulted before we submit
any proposal to UE. They should be able to provide
guidance from our own experience on such matters in
particular respecting UE’'s reconciliation procedure
which is Attachment B to its proposals.

And have I read that correctly?

A. Yes, sir, you have.

Q. I‘'d like to direct you to the next page,
page 5, paragraph 1B, which states, ROE for sharing

62
ASSOCIATED COURT REPORTERS, INC.

{(573)636-7551 JEFFERSON CITY, MO 65109
TOLLI, FREE - 1-888-.836-75851




10
11
12
i3
14
15
1l¢6
17
18
19
20
21
22
23
24

25

determination calculated by using methodology agreed
upon by signatories to the Settlement Agreement (see
monitoring procedures for SWBT experiment as a
starting point for details).

Did I read that accurately?

A. Yes, you did.

Q. And finally in that document, I‘d like to
direct you to page 9 where there are two individuals
being shown as being ¢c’d, one of them being Bob
Schallenberg; is that corréct?

A. That is correct.

Q. Mr. Rademan, would you agree that this
document indicates that the Southwestern Bell
monitoring was being used by the Staff as a reference
point for purposes of negotiating with Union Electric
Company regarding its first EARP?

A, I don’t know if I would call it a reference
point so much as I would say it was a place to get
started.

Q. I’d like to direct you to what’s been marked

as Exhibit 244.

A. Which memo date is that?
Q. I'm sorry. It’s the memo dated February 15,
1995.
A. All right. I have it.
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Q. And I’'d like to direct you to the -- to the
first page, the second paragraph. There’s a --
there’s a word missing. I will read it exactly. The
word’s missing from the first sentence, I believe, in
that second paragraph.

If they have not already done so, Doyle and
Steve need to review the monitoring procedures
utilized the SWBT incentive regqulation experiment to
determine if we have forgotten anything that needs to
be added to our counterproposal to UE. For instance,
the SWBT monitoring procedures indicate that in the
last year of the incentive regulation experiment, SWBT
was to provide additional reports and data. 1Is that
situation applicable to the UE situation? If it is,
what are the additional reports and data that we
should require UE to provide in the last year of an
incentive regulation plan?

Did I read that paragraph accurately,
Mr. Rademan?

A. Yes, you did.

Q. I'd just like to direct you to page 6, the
paragraph that is numbered Arabic 7, which states:
ROE for sharing determination calculated by using
methodology agreed upon by signatories to the
settlement agreement (see monitoring procedures for
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SWBT experiment as a starting point for detail).
Did I read that sentence accurately?

A. Yes, you did.

Q. Finally in that document, I‘d like to refer
vyou to the last page, page 8, where two individuals
are shown as being copied, one of those individuals
being Bob Schallenberg:; isn‘t that correct?

A. That is correct.

Q. Mr. Rademan, let me ask you the similar
question that I asked you about the first document.
Would you agree that this Februarxy 15th document
indicates that the Staff in its negotiations with
Union Electric Company for purposes of the first EARP
was utilizing the Southwestern Bell incentive
regulation experiment?

A. Yes, I think in the memo it referred to it
as a starting point. Yeah, on page 6§, No. 7, where
it’s talking about ROE for sharing determinations (see
monitoring procedures for Southwestern Bell telephone
experiment as a starting point for details).

Q. Okay. I next would like to refer you to
what’s been marked as Exhibit 45, which is the memo
from me, Steve Dottheim, dated February 16, 1995, and
I'd like to refer you to the last page, page 8, where
there are two individuals being shown as being copied.
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One of them is Bob Schallenberg; is that correct?

A. That is correct.

Q. Mr. Rademan, do you recall whether
Mr. Schallenberyg, who’s being shown as being copied on
these documents, was utilized in the Staff’s
negotiations of the Stipulation and Agreement with
Union Electric Company in EM-95-4117?

A. I‘'m still having trouble with the case
numbers. EM or ER?

Q. I'm sorry. You are correct again. I
apologize. It is ER, and I can understand why you’re
having problems because I‘'m not telling you the
correct case number.

Do you recall whether Mr. Schallenberg was
utilized in the negotiations of the Stipulation and

Agreement in Case No. ER-95-411 by the Staff?

A. Utilized by the sStaff --

Q. Yes.

A. -- for the development of the proposals?
Yes. I don’t recall Bob ever being in any meetings

where wé were negotiating with the utility.

Q. Mr. Rademan, do you recall whether you were
in attemdance at the July 19, 1995 on-the-record
presentation of the first EARP, which is the
Stipulation and Agreement in ER-95-4117
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A. Yes, I was present.

Q. Do you recall whether you spoke #E all
during the presentation?

A. To my knowledge, I don’t think I did.

Q. Do you recall who spoke on behalf of Staff
during the on-the-record presentation?

A. I think Mr. Dottheim did as the principal
speaker.

MR. DOTTHEIM: At this time I’'d like to have
marked as Exhibit 46 the transcript to the
on-the-record presentation on July 19, 1995 in Case
No. ER-95-411.

(EXHIBIT NO. 46 WAS MARKED FOR
IDENTIFICATION.)

BY MR. DOTTHEIM:

Q. Mr. Rademan, I‘d like to refer you to
various pages in the transcript of the on-the-record
presentation.

I'd 1like to first direct you to page 4,
starting at line 17 where I indicate that I'm
appearing on behalf of the Staff of the Commission.
And then I‘d like to direct you to page 6, line 3,
where I begin an opening statement which continues to
page 13, limne 21.

And on page 13, line 21, I state in the

67
ASSOCIATED COURT REPORTERS, INC.

(573)636~7551 JEFFERSON CITY, MO 65109
TOLL, FREE - 1-88R8-636-75851




P—

T

10
11
12
13
14
15
1le
17
18
13
20
21
22
23
24

25

opening remarks: Part of the Stipulation and
Agreement set out therein and in Attachment C is a
rigorous monitoring of utilities’ financial data
similar to the monitoring of Southwestern Bell that
occurred in the Southwestern Bell experimental
alternative regulation plan.

Did I read that accurately?

A. Yes, you did.
Q. I'’d next like to refer you to page 14, line
10. We’re still in my opening statement. I state:

Similarly to the credits in the Southwestern Bell
experimental alternative regulation plan, the
one-time -- well, the credits represent money to be
credited to accounts of customers whose accounts are
active as of the date of the rendering of the bill
that is to contain the credits for a particular
premises. The amount of the credit will be based upon
the kilowatt-hour use at the premise over a historical
12-month period, and the credit is to be given to the
current customer at the premises for which the bill is
to be rendered.
Did I read that accurately?

A. Yes, you did.

Q. I next would like to refer you to page 36 --
page 36, line 1, where Chairman Mueller asks the
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following question: Okay. On page 7 of the
Stipulation, is the Staff confident and the Company
willing to recognize that those nine points that we
have there will be adeqguate in order to complete the
monitoring?

And my response to Chairman Mueller'’s
gquestion begins on line 5 and continues to line 23 on
that page, but I’d like to direct you in particular to
line 14. Beginning on line 14, the transcript
reflects that I stated: I think there’s also a
provision for, if any dispute, disagreement arises,
problems from our perspective, we may bring it teo the
Commission for a resolution, and hopefully that
situation will not occur.

The language for much of this phase or
portion of the Stipulation and Agreement tracks the
language in the Southwestern Bell settlement agreement
that was effectuated in 1989, if my memory serves me
correctly, which led to the establishment of the
alternative regulation plan for Southwestern Bell and
a monitoring by the Staff.

Did T read that accurately, Mr. Rademan?

A. Yes, you did.
Q. You did not tell me at the on-the-record
presentation that I had misspoke or stated anything
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incorrectly at the on-the-record presentation, did
you?

a. No, I did not.

Q. You did not tell me at any time after the
on-the-record presentation that I had misspoke or
stated anything incorrectly at the on-the-record
presentation, did you?

a. No, I did not.

Q. I'd like to refer you to page 4 of your
testimony, paragraph 6, lines 1 to 14.

A. Excuse me. Lines what?

Q. 1l to 14. And I've previously referred you
to this paragraph. Again, you state therein that a
benefit ¢f the sharing grid approach is that it
functions as an incentive for utility employees to
increase their productivity, do you not?

A. Yes, I do.

Q. Do you recall whether the Staff in the first
EARP negotiations removed --

(Discussion off the record.)
BY MR. DOTTHEIM:

Q. Let me start again. Do you recall whether
the Staff in the first EARP negotiations removed the
word incentive from the Stipulatiom and Agreement?

A. I'm sorry. I domn’t recall.
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Q. Mr. Rademan, I’‘m going to hand you a copy of
a March 22, 1995 letter and attachment, the attachment
being a draft Stipulation and Agreement. The letter
is to Mr. Donald E. Brandt.

And I’d like to refer you to the second page
in the paragréph that is approximately in the middle
of the page. It’s numbered Arabic 2, and it states --
and I should preface that with the sentence that
begins, these items that are set off by Arabic numbers
which states: I know that you and others at the
company will give the enclosed a close reading, but I
would note a few items in passing which you did not
see in the Staff’s counterproposal.

Mr. Rademan, then Arabic No. 2 states: I
have replaced the word incentive with the word
alternative because of the argument that the
Commission should not engage in incenting utilities to
do what they are otherwise statutorily required to do.
And in that sentence the words incentive, alternative
and incenting are in quotation marks.

| bid I read that sentence correctlyz

A. Yes, you did.

Q. Do you recall the Staff rejecting certain
language in the negotiatiﬁns that were proposed by UE
that the Staff thought was too restrictive regarding
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monitoring?
A, I don’t recall, Mr. Dottheim. Maybe they
did. I simply don‘t recall. There were several staff

members working on this thing with several
representatives of Union Electric, and I -- I don’t
know what was all discussed.

Q. Okay. 1I’'m going to hand you a copy of an
April 4 letter to Mr. James J. Coock to which is
attached a draft Stipulation and Agreement. Again,
the letter is dated April 4, 1995.

And I'd like to direct you in that april 4
letter to the second page, the last paragraph on the
page, which is No. 5. The paragraph reads:

Section 3E, page 5, Staff is strongly opposed to the
language substituted by UE in Section 3E because of
concern on the part of the Staff that UE places or
will place on Staff’s activities an unacceptably
restrictive interpretation of momitorinmg.

Staff suggests that the word "reasonably" in
the third line of Section 3E be dropped, not because
Staff intends to be unreasonable, but because of
concern that from the start UE views Staff and OPC
monitoring procedures as likely constituting
"unreasonable™ activity.

Staff notes that UE has added language to
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Section 3F small Roman Numeral viii, page 8,
("requests for information not previcusly maintained
by UE") which should afford UE protection from
"unreasonable" activity.

Did I read that accurately?

A. Yes, you did.
Q. Okay. I’d like to refer you to page & of
your testimony, which is Exhibit 39. TIt's in

paragraph 10, lines 7 and 8 where you state, "This
agreed on accounting for UE’s earnings was designed to
be a simple mechanical process".

You then on page 6, line 10, refer to, "This
simplicity intended by the parties"”. And I was just
quoting directly fromlyour line 10. Which parties are
you referiing to?

A. I'm referring to all the parties in the
proceeding that signed on to the Stipulation because
the Stipulation and Agreement had been filed already.

Q. Okay. Are you then testifying on behalf of
all the parties that signed the Stipulation and
Agreement?

A. No, sir, I'm not. I’'m merely stating what
was the result of those signatures in the Stipulation
and Agreement.

Q. Are you not also testifying to what the
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intention of those parties were?

A, I think the Stipulation and Agreement states
those intentions.

Q. Haven’t you provided an explanation of what
you believe those intentions are?

MR. CYNKAR: I think that question has been
answered. I’'m not sure you want something different
than what he said already, Steve.

BY MR. DOTTHEIM:

Q. Mr. Rademan, could you take me to the
Stipulation and Agreement and show me what the
intention of the parties are relating to this item as
specifically stated in the Stipulation and Agreement?

A. Would you repeat your guestion, please?

Q. Could you take me to the Stipulation and
Agreement and show me what the intention of the
parties was regarding this item?

A. Regarding the what? Excuse me.

Q. Regarding this item?

MR. CYNKAR: Are you referring to the
reconciliation procedure here?

MR. DOTTHEIM: Anywhere in the Stipulation
and Agreement.

MR. CYNKAR: I didn’t understand the
gquestion that you were asking him. Their intention
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with respect to this item, and that item is the
reconciliation?

MR. DOTTHEIM: Yes. Excuse me. The jitem is
the reconciliation procedure, that it be a simple
mechanical process, almost like f£illing out a simple
one-page tax return.

THE WITNESS: I'm referring to Attachment C
of the reconciliation procedure, which is attached to
the Stipulation and Agreement.

Under No. 2, the earnings report will
reflect the following, there are a series of
statements there identified as A, B, C and so forth.
All of those items are straightforward items that are
provided -- the biggest part of them are provided in
the Company’s Annual Report, the FERC Form 1.

It starts out with the Missouri electric net
operating income, common equity returns, Missouri
electric allocation factors as shown in Schedule 1.
It’s all cookbook. 1It’s straight mechanical
calculation.

BY MR. DOTTHEIM:

Q. And you’re testifying on this on behalf of
all the signatories to the Stipulation and Agreement
as to what the intention of the parties were?

A, By signing this Stipulation and Agreement
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and agreeing to it, I -- yes, I think that is their
intention.
Q. Can you show me anywhere in the Stipulation
and Agreement the words "simple mechanical process"?
A. No, I cannct show you that, Mr. Dottheim.
Q. Can you show me in the Stipulation and
Agreement the words "almost like £filling out a simple

one-page tax return"?

A. No, I cannot.
Q. If I could refer you on the same page,
page 6.
A. Oof my --
Q Yes.
a. -- statement?
Q I'm sorry.
A, Okay.
Q. Yes. Exhibit 39, your testimony, this time

paragraph 11, line 16, and there you state "the

parties intended." My guesticn to you is similar

to --

a. Is that on line 16?

Q. Yes. I'm sorry. And my gquestion to you is
similar to the guestion -- guestions I asked you just

a short while ago. Are you testifying here on behalf
of the signatories to the Stipulation and Agreement?
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MR. CYNEAR: I think that’s been asked "and
answered.

BY MR. DOTTHEIM:

Q. My question previously related to the
statement on line 10. This time I'm asking in regards
to the statement on line 16, the sentence that begins
on line 16 and ends on line 19.

A. I don’t know how to answer your question,
Mr. Dottheim. The Stipulation and Agreement was
signed by all the parties. I think the intent of
those parties is exactly as I stated it there.

Q. Mr. Rademan, let me ask you, I --

A. That’s my opinion, and you may disagree with
it, but that’s my opinion.

Q. I wouldn’t normally ask this question,

Mr. Rademan, but I think your answers on page 6
require me to do so, and that is, I have a question
about the change that you made on page 2 of your
testimony, and by that I'm referring to line 17.

And the change you made, originally the line
read, on line 17, "the model in the minds of the
parties negotiating the UE EARP," and you changed that
from the word "parties"™ to the words "the Staff and UE
when"?

a. . That is correct.
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Q. And my questicn to you is, would the basis
for your changing your testimony on page 2, line 17,
also be possibly a similar basis for addressing on
page 6, on lines 10 and 16, your testimony as to what
the parties intended-?

It seems to me on page 2, line 17, you were
originally testifying as to the intention of the
parties, the model in the minds of the parties. Aand
I'm inguiring as to whether the basis for making the
change on page 2, line 17, might also be a basis for
reviewing and possibly changing your testimony on
page 6, lines 10 and 16, where you testify as to what

was the intention of the parties?

A. May I have a couple minutes to look at it?
Q. Certainly.
A, Let me try to answer your question, and if I

don’t, please follow up.

Q. Certainly.

A. With regards to page 2, paragraph 3, my
thinking deals there with the sharing grid mechanism,
and I personally had a lot of discussions with Union
Electric as to how that sharing grid should look, what
it should contain. I got input from Mr. Jay Moore and
the other staff people who were working for me at that
time.
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aAnd that’s the reason why I changed it from
parties, because the parties at that point of the
negotiation were not there. The parties at that time
were Staff and UE, and that’s why I made that change.
That was before any proposals and counter proposals
were made. That was before any monitoring procedures
or documentation was ever memorialized.

This was the -- this was a lot of
discussions that went on between the Staff and UE
regarding the sharing grid primarily before anything
was put to paper, and I didn’t feel that I could speak
for the parties before the document was signed.

Now, when we get back to page 6, my thinking
there is that the document is signed. Everybody’s
signed on the same page. I would hope they were on
the same page. And I tried to state what the
intentions of the parties were.

I did not contact each one of them and ask
them if I could make that statement, if I could
testify on their part. Iltried to state what T
thought the intentions were of the parties after the
document had been signed.

Did I answer your question?

Q. Let me follow up.
A, all right.
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Q. The dcocument is signed now, correct?

A. That is correct, and approved by the
Commission.

Q. What prevents you -- based on the rationale

you just provided, what prevents you from testifying,
now that the document is signed, what was in the minds
of the parties negotiating the UE EARP as it relates
to the sharing grid?

MR. CYNKAR: Steve, I‘’d have to object. I
think what Ken said was that that time period when he
was negotiating was a discrete time periocd. I’'m not
sure your question makes sense, because he said when
he was negotiating it was him and UE, and so I’'m not
following the track of your gquestion.

MR. DOTTHEIM: Well, now the document, the
Stipulation and Agreement has been signed, as I think
is his rationale as to why he believes he can testify
to the intention of the parties, as he is doing on
page 6.

Now that -- regardless of what prior
discussions may have occurred between the Staff and
UE, the document is now signed by the wvarious
signatories, and as a conseqguence, wouldn’t that be a
similar situation as exists now respecting the items
on page 6 which he believes permits him to testify as
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to the intention of the parties regarding those items
on page 67

MR. CYNKAR: I don’t think so. What I'm
confused about is, as I understand what he just
testified to was that he was talking about in the --
in his correction on page 2, an understanding of his
and UE’s intentions when they were negotiating.

This latter part is saying that the -- which
ig not, I don’t think, a wvery controversial
proposition. The basic intent ¢f the parties with
respect to an agreement is evident from the agreement,
and so I think they're two different situations as I
understand his testimony. That’s why I'm not sure
your gquestion makes sense in that context.

MR. DOTTHEIM; Well, let me ask another
question.

MR. CYNKAR: Okay. He can answer it if he
wants to, but I just don‘t understand it myself. But
we’‘re all tired, too.

MR. DOTTHEIM: For which I apologize.

BY MR. DOTTHEIM:

Q. The fact that there are other signatories to
the Stipulation and Agreement, would that indicate --
and I'm referring to page 2 of your testimony. Would
the fact that there are other signatories to the
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Stipulation and Agreement be an indication that they
have affirmed what was in the minds of the Staff and.

UE when the Staff and UE were negotiating the UE EARP?

A, I‘'m sorry. I‘m confused. I'm not following
you. Let me try again.

Q. Okay.

a. On page 2, paragraph 3, I was talking about

negotiations that I had with Union Electric prior to
anything being put in writing.

When we go to page 6, I'm talking about the
Stipulation and Agreement after it’s signed by all the
parties, approved by the Commission, and my

interpretation of what the intentions of the parties

were.
0. Okay. I won't belabor it.
A. Okay.
Q. We’ll move on. I'm going to ask you to

refer back to the copy ¢of the transcript of the
on-the-record presentation to the Commission on
July 18, 1995, and I’d like to refer you to page 12,
line 3, and I would refer you back to page & where my
name appears on line 3. And the section I'm referring
vou to on page 12 at line 3 is part of my opening
statement.
A. Ch, all right. I follow you.
82
ASSOCIATED COURT REPORTERS, INC.

(573)636-7551 JEFFERSON CITY, MO 65109
TOLL FREE - J-888-636-7551




b or

10

11

12

13

14

i5

16

17

18

19

20

21

22 .

23

24

25

Q. Okay. And I‘d like to refer you to lines 3
through 12 where I state: The Staff wants to
emphasize that it views the instant experimental
alternative regulation plan as an experiment. It is
important to identify from the Staff’s perspective the
instant alternative regulation plan as an experiment
for two reasons.

One, it is the Staff’s belief that the
Commission has the authority to enter into experiments
and experiments such as that which is contained in the
Stipulation and Agreement; and two, the Commission has
the authority to not enter into similar experiments
with other electric utilities.

Do you know whether my representation to the
Commission at the on-the-record presentation on
July 1%, 1995 that the first EARP was lawful was based
on the assertion that the only item that was borrowed
from the Southwestern Bell incentive regulation
experiment was the concept of the sharing grid?

MR. CYNKAR: I would object if you‘re trying
to characterize what his testimony was because I don’t
think his testimony was that that was anything that
was part of.

BY MR. DOTTHEIM:
Q. What is your testimony as to what was
83
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borrowed from the Southwestern Bell incentive
regulation experiment?

A. The concept of the sharing grid was borrowéd
from Southwestern Bell, along with other places. As I
stated earlier, there were incentive plans going on in
other states on other utilities.

So in my -- in my reviews and in my
negotiations, I relied on nrot only Southwestern Bell
but primarily on the other omnes that were tailored to

fit and working with electric utilities.

Q. Okay. Let me ask you a different question.
A. All right.
Q. Do you know whether my representation tc the

Commission at the on-the-record presentation on
July 19, 1985 -- 1995 that the first EARP was lawful
was based on my representation to the Commission that
the Southwestern Bell monitoring procedures were
applicable?

A. I don‘t know how to answer that gquestion,
Mr. Dottheim. I’m not an attorney, and for me to say
something is lawful, I don’t think it’'s guite proper.

Q. I don’'t think that that is what I'm asking
you. Let me ask the guestion once more, and if it‘s
not any clearer, then we’ll move on.

A, All right.
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Q. I‘'m not asking for you to make some sort of
legal conclusion as to whether the first EARP was
lawful or not.

I'm asking, do you know -- we’ve been
through the portion of the transcript where I made a
representation te the Commission that the first EARP
is based on the Southwestern Bell monitoring
procedureg; isn’t that correct?

A. That’s the representation you made, yes.

Q. Do you know whether my representation to the
Commission that the first EARP was lawful was based on
my representation to the Commission that the first
EAR?Y was based on the Southwestern Bell monitoring
procedures?

A. I‘'m sorry. I'm still not understanding the
question.

Q. Okay. We’ll move on.

Let’s return to your testimony, Exhibit 39.
Let’s go to page 5, in paragraph 9 of your statement,
and I’'d like to refer you to line 21. You state
therein that the USOA in large measure follows GARAP,
do you not, GAAP being G-A-A-P?

A, Yes. Now I probably should gualify that
because I don’t know what it’s done in the last two
years. But at the time o©f signing of the Stipulation
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and Agreement, that was my understanding.

Q.

your knowledge of twc years ago,

not follow GAAP?

A.

no.

Q.

Can you provide any examples, based upon

where the USOA does

I can’t think of any off the top of my head,

Do you recall whether the Missouri

Commission has adopted the USOA for ratemaking

purposes?
aA.
rules.
Q.
is in the
A.
Accounts.
Q.
A.
Q.
purposes?
a.

Q.

My understanding, it’s in the Commission’s

I'm not sure I understand your answer.
Commission’s rules?

The adoption of the Uniform System of
Apnd that’s --

For the utilities.

And that’s for -- that’s for ratemaking

That’s my understanding, yes.

Mr. Rademan, could you provide for me a

definition of GAAP?

A.

It’s been so long since I reviewed that,

Mr. Dottheim. I don‘t know how thorough it could

MR. CYNKAR: I take it you want a lay
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person’s definition because I'm not sure what I’d say.
MR. DOTTHEIM: Yes.
MR. CYNKAR: He’s not an accountant.
MR. DOTTHEIM: No.
BY MR. DOTTHEIM:
Q. You're not an accountant, are you,
Mr. Rademan?
A. No. I am an engineer by profession, ves.
Q. Can you provide me a definition of GAAP as a
non-accountant based upon your experience at the

Commission?

A. I can try.
Q. Please do.
A. I don’t know where they are documented at,

but it’s my understanding that there are certain
accounting principles that are to be utilized when
doing accounting work. You do your accounting, either
the utility or any -- not necessarily any. Not only
utilities, but anyone who does accounting is to follow
certain principles. 1It’s like a code of ethics, if
you will. That’s my understanding of it.

Q. Who is it, if you recall, that determines

what is GAAP?

A, I don’t recall who makes that determination.
Q. Do the words generally accepted accounting
87
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principles or the acronym GAAP appear anywhere in the
first EARP, the Stipulation and Agreement in
ER-55-4117? -

A, To my knowledge, no.

Q. I‘d like to refer you again to your
testimony, paragraph 9 on page 5, lines 16 to 20. You
state therein, do you not, that the accounting
methodologies embodied in UE’s books and records "are
long-established accounting -- long-established
accounting practices that have been shaped" by the
requirements of this Commission, among other things?

A. Basically, yes.

Q. To which requirements of this Commission are
you referring?

A. The Commission’s rules that govern the
Uniform System of Accounts.

Q. What is your definition of long-established
accounting practice?

A. A practice that has traditionally been donre
the same way for a period of years.

Q. I'm going to ask you a series of guestions,
and the question in each instance is, is the following
situation a possible definition of long-established
accounting practice?

Is an accounting practice that was in effect
88
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for UE at the time the ER-95-411 Stipulation and -
Agreement was adopted a definition of a
long-established accounting practice?

a. I don’t know.

Q. Is an accounting practice that was in effect
for UE for some pericd of time prior to the adoption
of the ER-95-411 Stipulation and Agreement a possible
definition of a long-established accounting practice?

a. I don‘t know.

Q. Is an accounting practice that was based on
a prior Commission ratemaking decision in a 1itigated
UE rate proceeding a possible definition of
long-established accounting practice?

A, I don‘t know, Mr. Dottheim.

Q. Okay. 1Is an accounting practice that was
based on a prior Commission ratemaking decision in a
non-UE litigated rate proceeding a possible definition
of a long-established accounting practice?

A. I don’t know, Mr. Dottheim. I'm not averse

in the -- that versed in the accounting area.

Q. One more guestion.
A. All right.
Q. Is an accounting practice that was never

challenged by the Staff or other parties in past UE
rate proceedings a possible definition of a
89
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long-established accounting practice?

A. I can’t say with any degree of certainty.

Q. Do the words long-established accounting
practice appear anywhere in the first EARP, the
Stipulation and Agreement in ER-95-4117

A. To my knowledge, no.

Q. Do the words established accounting practice
appear anywhere in the first EARP, which is the
Stipulation and Agreement in ER-95-4117?

. Subject to check, no, I don’t think they do,
but it’s been a long time since I’ve gone through the
documents in that kind of a detail, sir.

Q. Does the first EARP contemplate that changes

in GAAP will be followed in the calculation of

credits?
A, It’s my opinion that they would be.
Q. Does the Stipulation and Agreement

contemplate that changes by UE in its accounting
methodologies or its established accounting practices
will be reflected in the calculation of credits?

A, As long as those changes don’t wiolate any
of the Commissicon’s rules, I think they should be
reflected.

Q. Under the terms of the first EARP, can the
Staff propose to adjust UE’s booked earnings on the
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grounds that a particular cost was imprudently
incurred?

A. The word imprudently is giving me -- you’'re
asking me to draw a conclusion as to what’s prudent
and imprudent, and I don’t know that I can do that
without a little more clarification.

Q. By imprudent, let’s say that negligence was
invelved in an act.

A, Can you give me an example? That might
help.

Q. What does imprudence mean to you? How would
you define it?

A. Unlawful.

Q. In your years at the Commission, did the
staff under your supervision ever make adjustments
based upon imprudent acts by the utilities that the
Commission regulates?

A. Ob, I see where -- okay. Yes, we have made

those adjustments, and in that context unlawful is too

strong a word. Improper might be a better word.
Q. Inappropriate?
aA. Inappropriate.
0. An insufficient level of care?
A, Possible.
Q. In the context of the definition of
951
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imprudence that, in your experience, the Staff has
utilized to make adjustments to a company’s booked
rasults, under the terms of the first EARP, can the
Staff propose to adjust UE’s booked earnings on the

grounds that a particular cost was imprudently

incurred?
h. Yes, I think they could.
Q. I'd like to refer you to page 9 of your

testimony, Exhibit 39, and I'd like to refer you to
line 4, and I'd like to refer you to the words "the
Staff’s positions." Can you identify the Staff’s
positions to which you are referring to in that
sentence?

a. The Staff’s position that I'm referring to
there deals with the concept of trying to add things
to the adjustment list that should not be there.

Q. Can you identify any of the Staff’'s
positions that the Staff has filed in this proceeding
that would fall under that characterization?

A, I don’t -- I haven’‘t done enough of a review
of all the testimonies filed. That has not been
afforded me. I'm not here to testify as to particular
issues in the case that are being raised. It’s -- I'm
here to tell the Commission that the methodology has
been set, and the Staff should not be changing that
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methodology.

Q. Can you at this point identify any of the
Staff’s positions on particular issues in this case?

A, Well, as I understand from discussions with
UE, that there’s an adjustment for ¥Y2K expense, for
example, and I'm not satisfied in my own mind that
that’s a proper adjustment to be made.

Q. - Do you provide your ratiomale which causes
you not to be satisfied in your mind that that‘s not a
proper adjustment to be made?

A. The concept behind the Stipulation and
Agreement and the reconciliation deals with the
operational and implementational aspects of the
Stipulation and Agreement and the EARP.

I don‘t see where an adjustment for one
particular expense, whatever that expense might be,
goes to'the implementation or the operation of it.

Q. Under your definition, is there any
adjustment that would be proper?

a, Only unless it goes to the manipulation
aspects of it that are discussed.

Q. And how do you define manipulation?

A. I think the document does that job. The
Stipulation and Agreement defipes manipulation,
adjusting the books to give you results that you want
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rather than the actual numbers that are there. That
would be an example.

Q. How would the Staff make that determination?

A. T would assume they would do that through
their review and their discovery process.

Q. And what would they have to discover in that
situation?

a. I don’t know. I guess it would depend on

the nature of the supposed manipulation, would be my

" understanding.
Q. Nothing comes to mind?
A. Nothing comes to mind right now.
Q. Can you identify any other of the Staff’s

adjustments other than ¥Y2K?
a. No, I cannot. I have not reviewed the case.
Q. Let’s return to your statement in paragraph
15 where you say that the Staff’s positions in this

case profoundly threatens the integrity of the

regulatory process. What do you mean by the word
profoundly?

A. I think it has some very serious effects on
alternative regulation in Missouri. In my opinion, it

in essence dooms the alternative regulation plan to
failure.
Q. On what do you base that evaluation?
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A. The plan as an experiment, as we’ve read and
discussed before, needs to go through the whole course
of time without making adjustments to it. If a
chemist sets out to do an experiment to test a certain
formula, he doesn’t go halfway through the experiment
and then decide, oh, I‘m going to change the formula
and then complete the experiment.

Part of the experiment is to determine what
works and what doesn’t, and you camn‘t go halfway
through it and change the components of it and hope to
make an analysis at the end cof it that has any
meaning.

Q. Mr. Rademan, isn’t the first experiment

over? Isn’t the first EARP at an end as of June 30th,

159872

A. In my opinion, it is extended in the merger
case. I think the experiment was six years omn.

Q. How many EARPs is there -- are there? 1Is

there one EARP or is there two EARPs?

A. In my opinion, there’s one. There may be
some good legal arguments there, but in my opinion
there’s only one.

Q. Are the issues in this case properly before
the Commission for determination or should they not
have been brought to the Commission for determination
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because they’re outside the bounds of the EARP?

A, In my opinion, they should not have been
brought because they don’t deal with the operational
or implementational aspects of the EARP.

Q. If the Commission were to adopt the Staff’s
positions, would the Commission violate the integrity
of the regulatory process?

A. I can’'t answer that gquestion unless I knew
what they were going to do in place of it, if

anything, and that might be a rate case or traditional

ratemaking.
Q. Well, I'm --
A. I think -- in my mind, I think they’d

seriously damage it, yes.

Q. Mr. Rademan, I'm not asking you to make any
legal conclusions, and if you can’t answer my
guestion, just state so, but there have been any
number of witnesses in this proceeding who have sought
to address this guestion.

If the Commission were to adopt the Staff’s
positions, would the Commission wviclate a contract
that it has entered into with Union Electric Company?

A. I don’'t feel comfortable answering that
gquestion. That asks for a legal conclusion, and I
don‘t feel qualified to do that.
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Q. Do you have -- I think you do -- a copy of
Mr. Brandt’s testimony which has been marked as
Exhibit 127

A. I have it somewhere.

Q. And I think you’ve indicated that you’ve

read Mr. Brandt’s testimony?

A, Yes, I have.

Q. 1'd like to refer you to page 9, lines 1 to
6.

A. 1 to 67

Q. Yes, wherein Mr. Brandt states that by March

1995 the two parties had effectively hammered ocut a
deal. The agreement that was the result of their
collective labors was shared with inte&ested parties,
including the Office of the Public Counsel and large
industrial consumers. In the next -- in the course of
the next three months, some minor changes were made,
and in June the Staff, OPC, the Company and three
other parties submitted an agreement to the Commission
for its consideration.

Do you agree with Mr. Brandt’s
characterization of the situation regarding the first
EARP as he set it out on lines 1 through 6 on page 9?2

A. Well, I don't know if i would go so far as
to say we had hammered out a deal. I think we had
97
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some agreements in principle, but the -- I wouldn’t
call it a deal until all parties had said okay.

And the reason -- one of the main reasons I
state that, for example, is, if my memory serves me
correct, there was no discussiocn of rate design, cf a
rate design study before March of ’95. That part came
in as a result of discussions with the other parties.

C. What rate design study are you referring to?

A. As I recall, Mr. Johnson, who represented
the industrial intervenors, wanted to do some cost of
service study work, as I recall. We had to set some
dates certain by which we would start such a study and
establish a test year. I don‘t recall what the dates
were of any of that, but if my memory serves me
correctly.

And I'm not sure as of March of 795 if we
had worked out the details as to how the moneys would
be refunded, how the credits would be handled. Not
necessarily moneys refunded, but how the credits would
be handled, who would get credits.

MR. CYNKAR: Steve, if I could just ask,
it’s now 11 o’clock. John hasn‘t had a chance to go
vyet. How much more time do you need?

MR. DOTTHEIM: Half an hour max.

MR. CYNKAR: John, do you have a sense of
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how long you’re going to go?

MR. COFFMAN: Half an hour max for me.

MR. DOTTEEIM: In fact, if we take a break,
I may be able to even cut that down.

MR. CYNKAR: That’'s an offer I can’t refuse,
Let’s take a break.

(A break was taken.)
BY MR. DOTTHEIM:

Q. Mr. Rademan, was the monitoring the first
year of UE’s first EARP done under your gemneral
supervision and direction?

If I could direct you, it may help, to, in
Exhibit 13, the Attachment A, page 4 of 23. I'm
looking at the bottom right-hand corner. In
paragraph C at the bottom of the page it lists, the
first sharing period shall be from July 1, 1995
through June 30, 1996, and the second sharing period
from July 1, 1996 through June 30, 1987.

Al Yeah. I couldn’t remember the months is why
I was hesitating, but the first sharing -- the first
period was under my supervision.

Q. Okay. Do you recall who worked on the first
vear of the UE sharing credits for the Staff?

A. I don’t recall all the -- all the players.
Jay Moore was involved on the finance side, ROE side.
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I think Doyle Gibbs was involved in it, but I don’t
recall who else was. I'm sure there was some other
accountant, but I don’t recall who they are.

Q. Do you recall getting any specific
instructions to the auditors as to how the monitoring
process should be conducted?

a. No, I don’'t recall giving them any specific
instructions.

Q. In reference to the parties agreeing omn a
reconciliation procedure under the first EARP, would
vyou agree that it was impossible for the parties to
anticipate all costs that would be incurred and all
situations that would be experienced by UE during the
duration of the sharing plan?

A, Yes, I would agree with that.

Q. If UE incurs new costs or incurs costs in a
situation that is significantly different than that
which it previously experienced, under the EARP, did
the parties have the right to bring concermns to the
Commission about how UE has chosen to account for the
new costs or the costs relating to the new
circumstances?

A, In my opinion, unless it violates the
operaticonal aspects of the plan or is some type of
manipulation, no.
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Q. Would you define new cost category?
A, wWell, I gﬁess it's the opposite of an old
cost category. Something that has not been

experienced before.
Q. Under that definition, what kinds of costs.
would you envision that would fall into that category?
A, I don't -- I can’t think of one. All costs

that I can ever think of find a place in some account

within the Uniform System of Accounts. Se¢ it’s put in

a category.
Q. Under that defimition, is it possible for

there to be a new cost category?

A. I assume it’s possible.

Q. But you can’t think of a situation?
a. But I can’t think of any.

Q. Bear with me a moment.

When the first EARP was being negotiated,
did you assign anyone from the staff specifically to

work on developing Attachment C, the reconciliation

procedure?

A. There were two primary staff people, as I
recall. That would have been Jay Moore and Doyle
Gibbs, and I would -- as I recall, they were -- did a

lot of consulting with Bob Schallenberg and Mark
Oligschlaeger. I don’t know who else they may have
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consulted with, but I know that they did consult with

those.

Q. Was Steve Rackers involved in the process
any?

A, Yes, he was. I don’t recall to what extent.
Steve was Doyle Gibbs’ immediate supervisor. So I'm

sure he was reviewing what was going on.

Q. Do you recall informing any of those
individuals of your view that the Staff would he
prohibited in the future from proposing any
adjustments in the sharing credit years beyond those
specifically listed in the reconciliation procedure?

A. I don’t recall that. I'm not sure it’s an
igsue that we discussed.

Q. Is it your ~- is it your recollection that
in developing the reconciliation procedure the parties
literally devoted months to a very detailed
consideration of the reconciliation procedure?

A. I don’'t know if I can literally say months.

I know that there was a lot of time put into it,.

Q. How many pages comprise the reconciliation
procedure?
A. I'd have to count them up. I don’t know
offhand.
Q. Mr. Rademan, are you aware of Union Electric
102
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having taken any positicns in this proceeding with
which you disagree?

A. I can’t answer that questicn because I
haven’t reviewed all of the positions. I have not

read all of the testimony.

Q. There’s one last document that I‘d like to.
refer you to. I'm not going to have it marked as an
exhibit. It’s another document that was provided to

Union Electric Company in response to the Company’s
first Data Request to the Staff.

It’s a memo from me. It’s dated February
17, 1995, and the subject is Further Revised
Counterproposal to UE (Revised as of 2/17/95 10 a.m.}.
I'd like to a hand you a copy of that document.

MR. COFFMAN: This is not one of the
exhibits you marked earlier?

MR. DOTTHEIM: No. This is an additiomal
document.
BY MR. DOTTHEIM:

Q. And regarding this document, I‘d like to
refer you to the last page, which is page 8. It’s not
literally -- excuse me. It’s not literally the last
page. It’s not literally the last page in the packet
of materials. It’s page 8 of the cover memo.

And I’'d like to refer you to two individuals
103
ASSOCIATED COURT REPORTERS, INC.

(573)636-7551 JEFFERSON CITY, MO 65109
TOLL FRER - 1-888-636-7551




%%j

10

11

12

13

14

15

16

17

18

13

20

21

22

23

24

25

are being shown as being copied, being cc’d. One of

those individuals is Bob Schallenberg, is it not?

A. Yes, it is.
Q. And if you give me a couple minutes, I may
be done.

Mr. Rademan, while you were director of the
Utility Services Division, do you recall getting
involved any at all in the monitoring of Southwestern
Bell Telephone Company under the Southwestern Bell
incentive regulation experiment?
A. No, I do not.
MR. DOTTHEIM: Thank you for your patience,
Mr. Rademan. I don‘t have any further questions.
CROSS-EXAMINATION BY MR. COFFMAN:
Q. Okay. I'm going to just ask a few
gquestions, Mr. Rademan. Good evening.
A. Good evening.
Q. Am I correct in understanding, Mr. Rademan,
that you are testifying in your prepared statement on

behalf of Union Electric in this matter, Case No.

EO0-96-147
a. I am here at the reguest of Union Electric.
Q. Okay. Can you tell me when you were first

requested by Union Electric to prepare a statement in

this case?
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aA. I can‘t give you an exact date. I'm going
to say it was approximately two weeks after
surrebuttal testimony was due.

Q. Okay. What employee of Union Electric
contacted you?

a. Mr. Brandt.

Q. Mr. Brandt. Okay. Can you tell me just in
general what was discussed when Mr. Brandt called you?

A. Mr. Brandt just indicated that there was a
case pending before the Missouri Commission regarding
the alternative regulation plan and that they had some
questions of me and wanted to know if I would meet
with them to discuss some of those questions.

Q. How many meetings did you have with
representatives from Union Electric before you filed
your statement?

A. I had one sit-down meeting and several
conference calls.

Q. Did Union Electric suggest that you
include -- did they suggest specific language that you

might include in your prepared statement?

A. They assisted in the drafting of the
statement.
Q. I believe you testified earlier that it was

suggested that you include the excerpt from
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Mr. Oligschlaeger’s testimony in another case?

A. Yes. I was asked if I agreed with that
statement, and I thought the statement was well
written.

Q. Were there any other phrases or sections of
your prepared statement that were suggested by Union
Electric as possible provisions that you could include
in your prepared statement, that you can recall?

A. None that I can specifically recall. I‘1ll
try -- the reason I answer that way is, try to set
some perspective for you, this time of the year is a
very busy time for me, and I didn’t have a whole lot
of time to sit down and draft documents and work
through all the research that needed to go with it.

S0 I asked Unicn Electric to do that drafting for me
and I would review those drafts.

Q. So employees of AmerenUE did the first draft
of your prepared statement for you?

A. Yes, based on our discussions that we had.

Q. Okay. Are there any.particular sections of
your prepared statement that you can refer to that you
included on your own?

A, Most of the wording in paragraph 1 except
for the case numbers was worked up on my part.
Paragraph No. 2 was mine. Paragraph No. 3 was mine.
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No. 4 was written from my notes. No. 5 was mine.

No. 6 was primarily all mine. Had a little
assistance with some of the wording on the sliding
scale incentive because I was not intimately familiar
with Mr. Oligschlaeger’s entire testimony. And No. 7
we’ve already discussed how that was arrived at.

No. 8 is mine.

No. 9 was my initial thoughts and expanded.
on. I didn’t remember all the dates and everything in
the ~-- in this EARP. I just didn’t take time to dig
it all out. No. 10, the biggest part of that is mine.
No. 11, most of it is off of my notes. There’s --
let’s see. No. 11 was mine, but it is kind of
prefaced on some of the discussions I had with Union
Electric.

No. 12 is mine. I didn’t have the exact
section number. I got information om that. 13 was
drafted in big part on -- from me, No. 14, I knew the
gist of what I wanted to say there, but I did ask
Union Electric to help put it in words, look up some
cof the section numbers, things of that nature. 2and 15
is mine.

Q. Okay. While we’re looking at the document,
I think you corrected a lot of the pronocuns to which I
was confused about, but there is, I think, one more.
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I believe paragraph -- the pages have changed
slightly. Page 7 on line 9, end of the line, the

sentence begins with "as we said above.n"

A, Supposed to be masg I.®

Q. "As I"?

A. Did I miss that ome?

Q. Yeah. You made a change -- you made a

change on the line above, but you didn’t change the --

A, Oh, okay.

Q. -- the "we" on line 9. Should that also be
an "In"?

A. Yes, that should also be an "I".

Q. Thank you.

A. That’s what happens when you have a lawyer.

do the typing for you, you know.

Q. Okay. If I could refer you back to page 6,
paragraph 10, if I could ask you a guestion there on
lines 4 through 7. Are you referring there to the --
perhaps I should read the sentence befor? that to put
it in context. This is paragraph 10 from your
statement.

The parties did not stop with those figures
from UE’s books and records. Sections 2C through 2F
of the reconciliation procedure set out no fewer than
19 specific adjustments to be made to those base
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it down once every gquarter with the Commission and
discuss various operations within our division, ocur
workload, what we were doing. We had to be very, veiy
cautious not to discuss specific cases that were being
litigated.

During the course of one of those division
directors’ meetings, I informed the Commission Ehat we
were looking at a number of utilities for possible
overearnings, and I was informed by the Commission in
r.o uncertain terms that they did not want to have
proceedings like those that had occurred in St. Joe
where there was a complaint case and an immediate rate
case and rates went down and rates went up. And the
Commission simply did not feel that that was
appropriate ratemaking.

In order to alleviate their-concerns, I took
the approach of not only looking at historical
information but budgeted information, showing them not
only one year of operations but three or four years of
operations. So if there was a concern that there was
overearnings, there was a broader spectrum of it to
see.

MR. CYNEKAR: That’'s allAI have.

(PRESENTMENT WAIVED; SIGNATURE REQUESTED.)

(SIGNATURE ON FOLLOWING PAGE.)
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KENNETH RADEMAN

subscribed and sworn to before me this day of

r 19839,

Notary Public in and
for County
State of Missouri
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CERTIFICATE

STATE OF MISSOURI )

} ss.
COUNTY OF COLE )

I, Kellene Feddersen, Certified Shorthand
Reporter with the firm of Associated Court Reporters,

Inc., do hereby certify that pursuant to agreement
there came before me,

RKENNETHE J. RADEMAN,

at the offices of the Missouri Public Service
Commissien, 301 West High, in the City of Jefferson,
County of Cole, State of Missouri, on the 9th day of
June, 1999, who was first duly sworn to testify to the
whole truth of his knowledge concerning the matter in
controversy aforesaid; that he was examined and his
examination was then and there written in machine
shorthand by me and afterwards typed under my
supervision, and is fully and correctly set forth in
the foregoing pages; and the witness and counsel
waived presentment of this deposition to the witness,
by me, arnd that the signature may be acknowledged by
another notary public, and tbe deposition is now
herewith returned.

I further certify that I am neither attorney
or counsel for, nor related to, nor employed by, any
of the parties to this action in which this deposition
igs taken; and further, that I am not a relative or
employee of any attormey or counsel employed by the

parties hereto, or financially interested in this
action.

Given at my office in the City of Jefferson,
County of Cole, State of Missouri, this 21st day of
June, 199%. My commission expires March 28, 2001.

KELLENE FEDDERSEN, CSR, RPR
Notary Public, State of Missouri
(Commissioned in Cole County)
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