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 11 

Q. Would you state your name and your business address? 12 

A. My name is Lena M. Mantle.  My business address is P.O. Box 360, Jefferson 13 

City, Missouri 65102. 14 

Q. What is your present position with the Missouri Public Service Commission 15 

(“Commission”)? 16 

A. I am manager of the Energy Unit of the Tariff, Safety, Economic, and 17 

Engineering Analysis Department, Regulatory Review Division. 18 

Q. Are you the same Lena M. Mantle who provided testimony in Staff’s Cost of 19 

Service Report (“Staff Report”)? 20 

A. Yes, I am. 21 

Q. What is the purpose of your surrebuttal testimony? 22 

A. The purpose of my surrebuttal testimony is to respond to the rebuttal testimony 23 

of Union Electric d/b/a Ameren Missouri (“Ameren Missouri” or “Company”) regarding the 24 

continuation of the Ameren Missouri’s fuel adjustment clause (“FAC”).  In particular, I will 25 

respond to Ameren Missouri witnesses: 26 

 Wilbon L. Cooper with respect to the base factor proposal 27 

 Steven M. Wills with respect to proposed FAC tariff sheet language 28 

 Robert K. Neff with respect to the future impact of the FAC sharing 29 
mechanism 30 
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 Jaime Haro with respect to the impact of the FAC sharing mechanism on off-1 
system sales 2 

 Lynn M. Barnes with respect to the impact of the FAC sharing mechanism. 3 

Q. Do you have recommendations for the Commission? 4 

A. In addition to the Staff recommendations in the Staff Report, Staff 5 

recommends that to avoid any confusion in the future, accounts and subaccounts of costs and 6 

revenues that flow through the FAC should be listed to the extent that they currently are not, 7 

on the FAC tariff sheets.  In addition, the FAC tariff sheets should list the MISO schedule 8 

costs that are allowed to flow through the FAC.  Any additional charges and/or revenues 9 

should only be added in a rate case where all parties have an opportunity to provide comment 10 

to the Commission.   11 

Staff also recommends that the Commission require Ameren Missouri to provide 12 

account and subaccount detail in its monthly FAC submissions. 13 

Response to the Rebuttal Testimony of Jaime Haro 14 

Q. What is your overall response to Mr. Haro FAC rebuttal testimony? 15 

A. In the Staff Report, Staff stated that it was recommending changes to the tariff 16 

sheet to help clarify the costs and revenues that flow through the FAC.  At that point in time, 17 

the only driver for this recommendation was the different interpretation of Ameren Missouri 18 

and KCP&L Greater Missouri Operations Company (“GMO”) FAC tariff sheets that became 19 

evident in Staff’s FAC prudence reviews.  One of those recommendations was that Ameren 20 

Missouri’s tariff sheets clarify that only the transmission associated with off-system sales and 21 

purchased power be allowed to pass through the FAC.  Only after the Staff Report was filed 22 

did Staff learn that Ameren Missouri was stating on its website regarding the Lutesville to 23 
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Heritage Transmission line1 that Ameren Missouri intended to pass its costs of building the 1 

Lutesville to Heritage transmission line through the FAC.  Mr. Haro defends passing the costs 2 

of building transmission lines through the FAC in his rebuttal testimony. 3 

Q. How does Ameren Missouri intend to pass the costs of building the Lutesville-4 

Heritage transmission line through the FAC? 5 

A. In response to Staff data request no. 473, Ameren Missouri replied that:  6 

The MISO charges are assessed under Schedule 26 of the MISO’s Tariff and 7 
are recorded in Account 565. Under the FAC tariff, costs recorded in Account 8 
565 are included in the FAC calculations as part of Factor CPP. 9 

Q. What is Factor CPP? 10 

A. As stated in the currently effective tariff, CPP is defined as:  11 

Costs of purchased power reflected in FERC Account Numbers 555, 565, and 12 
575, excluding MISO administrative fees arising under MISO Schedules 10, 13 
16, 17, and 24, and excluding capacity charges for contracts with terms in 14 
excess of one (1) year, incurred to support sales to all Missouri retail 15 
customers and Off-System Sales allocated to Missouri retail electric 16 
operations. Also included in factor "CPP" are insurance premiums in FERC 17 
Account Number 924 for replacement power insurance to the extent those 18 
premiums are not reflected in base rates. Changes in replacement power 19 
insurance premiums from the level reflected in base rates shall increase or 20 
decrease purchased power costs. Additionally, costs of purchased power will 21 
be reduced by expected replacement power insurance recoveries qualifying as 22 
assets under Generally Accepted Accounting Principles. 23 

Q. Did Staff ever agree that the costs of building transmission lines should flow 24 

through the FAC? 25 

A. No, it did not.  It is the position of Staff that the costs that flow through the 26 

FAC be fuel and purchased power costs incurred to provide energy to its customers.  It is not 27 

a mechanism to flow transmission costs through.  28 

                                                 
1 http://www.lhtransmission.com/FAQs.htm 
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Q. How did Mr. Haro justify passing the costs of building transmission lines 1 

through the FAC? 2 

A. On page 22 Mr. Haro states: 3 

…we are required to take network service from the MISO to serve our load 4 
and as part of taking that service we are billed certain transmission charges by 5 
the MISO, which are based upon the amount of load which we serve.   6 

Network service enables us to transmit energy acquired from the MISO 7 
market (including that injected by our own generators) to our customers. That 8 
service is governed by the MISO tariff and there are a variety of charges from 9 
the MISO which may be incurred as the result of utilizing that service. These 10 
charges are not ala carte – we cannot pick and choose which ones we have to 11 
pay. Even though they exist as distinct schedules, they are required charges if 12 
one is using the system to serve load, which we do. 13 

Q. Just because MISO enables the transmission of energy to Ameren Missouri’s 14 

customers, should Ameren be allowed to pass the cost of building transmission through the 15 

FAC? 16 

A. No, it should not.  Just because a cost is incurred to deliver energy to Ameren 17 

Missouri customers, does not mean the cost should flow through the FAC.  There are other 18 

costs that Ameren Missouri incurs to deliver energy to its customers that do not pass through 19 

the FAC.  A case could be made that easement and franchise fees are necessary for delivery of 20 

energy but, to Staff’s current knowledge, these costs are not flowed through the FAC.  MISO 21 

costs to deliver energy are included in Staff’s revenue requirement in this case. 22 

Q. Does Mr. Haro give any other reasons for including such MISO costs? 23 

A. Yes, he does.  On page 23 he states: 24 

As net sellers, we expect to obtain a net margin for our excess generation 25 
which we could not reasonably expect to obtain as a stand-alone entity or as a 26 
member of another entity without an organized market. Since the revenues 27 
from these sales are credited against our fuel costs, our customers are 28 
receiving the benefit (or 95% of the benefit) of these enhanced sales. 29 
Fluctuations in these revenues from those used to establish the base NBFC are 30 
properly accounted for in the FAC. 31 
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I am unaware of anyone arguing for, or even hinting at removing from the 1 
FAC the benefits which exist because of our MISO membership. However, 2 
the Staff's proposed language may reflect a suggestion that we should now 3 
cease accounting for some subset of transmission charges within the FAC, 4 
even though MISO transmission charges are required as a function of the very 5 
same market participation that is delivering the market-based benefits to 6 
customers. That is inequitable and unreasonable. 7 

Q. Just because MISO enables Ameren Missouri to make revenues from off-8 

system sales which are then passed through to customers, should Ameren be allowed to pass 9 

the cost of building transmission through the FAC? 10 

A. No, it should not.  Just because a MISO is necessary to make revenues from 11 

off-system sales that are passed on to Ameren Missouri customers, does not mean the cost of 12 

building transmission should flow through the FAC.  There are other costs that Ameren 13 

Missouri incurs to make off-system sales that do not pass through the FAC.  Ameren Missouri 14 

uses the services of several Ameren Services employees to make off-system sales but, to 15 

Staff’s current knowledge, these costs are not flowed through the FAC.  16 

Q. Is Staff seeking to exclude all MISO charges? 17 

A. No, it is not.  Staff is recommending that the Commission not allow cost of 18 

building transmission lines flow through the FAC.   19 

Q. Does Staff agree with Mr. Haro that the charges from Entergy to serve Ameren 20 

Missouri’s customers in the bootheel should flow through the FAC? 21 

A. No, it does not.  It is the position of Staff that the costs that flow through the 22 

FAC be fuel and purchased power costs incurred to provide energy to its customers.  It is not 23 

a mechanism to flow transmission costs through to its customers.  Entergy costs are included 24 

in Staff’s revenue requirement in this case and are recovered by Ameren Missouri through its 25 

permanent rates. 26 
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Q. Mr. Haro on page 21 states that Staff hasn’t provided enough clarity to 1 

determine what transmission costs should be allowed.  Can you provide additional clarity? 2 

A. Yes.  Staff recommends that only the following transmission costs be allowed: 3 

1) The transmission costs other than MISO costs that are necessary for the 4 
purchase of energy; and  5 

2) The transmission costs other than MISO cost to make a cost-effective off-6 
system sale. 7 

For example, KCPL offers to sell Ameren Missouri some energy at a price lower than 8 

the cost of energy in the MISO market.  Ameren Missouri can include the transmission cost of 9 

bringing KCPL’s energy into MISO.  Another example would be if Ameren Missouri can sell 10 

energy to Associated Electric Cooperative, Inc. but as a condition of the sale it must pay some 11 

transmission costs.  If the transaction is still cost-effective with the addition of the 12 

transmission costs, then that transmission costs can be flowed through the FAC. 13 

Q. Is there language in the attached tariff sheets that would effect this change? 14 

A. No, there is not.  However, Staff will be glad to work with Ameren Missouri to 15 

get the correct language in the FAC tariff sheets. 16 

Q. Is Staff recommending the removal of all MISO costs from the FAC? 17 

A. No.  However, instead of what MISO schedule costs should not be allowed to 18 

flow through the FAC as stated in the current tariff sheet, Staff recommends that the MISO 19 

schedule costs that are allowed to flow through the FAC be on the tariff sheet.  Explicitly 20 

stating what items of expense and revenue are “included” in the FAC, provides assurance that 21 

the Commission will have the opportunity to approve each item of expense and revenue 22 

before its inclusion in the FAC and prior to each item beginning to flow through the FAC.  To 23 

allow items of expense and revenue to flow through the FAC simply because these items have 24 

not been explicitly “excluded” from the FAC is not sound regulatory policy.  25 
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Q. Which MISO schedules should be included? 1 

A. According to Ameren Missouri’s response to Staff Data Request 0518, Ameren 2 

Missouri provided which MISO schedules costs it currently flows through the FAC and which 3 

schedules it does not.  These MISO schedules are attached to this testimony as Schedule 4 

LMM-S1.  Of these, Staff recommends that only Schedule 02 - Reactive Supply and Voltage 5 

Control and Schedule 33 - Blackstart Service be included in the FAC.   6 

Q. Do you have any recommendations to help Staff and other parties monitor 7 

what flows through the FAC? 8 

A. Yes, I do.  Staff has requested a detailed list of the accounts and subaccounts of 9 

costs and revenues that Ameren Missouri flows through the FAC.  Staff recommends that to 10 

avoid any confusion in the future, these accounts and subaccounts should be listed to the 11 

extent that they currently are not, on the FAC tariff sheets.  In addition, the tariff should list 12 

the MISO schedule costs that are allowed to flow through the FAC.  Any additional charges 13 

and/or revenues should only be added in a rate case where all parties have an opportunity to 14 

provide comment to the Commission.   15 

 Staff also recommends that the Commission require Ameren Missouri to provide 16 

account and subaccount detail in its monthly FAC submissions. 17 

Q.  Is there anything else in Mr. Haro’s testimony that you would like to respond 18 

to? 19 

A. Yes, there is.  Mr. Haro states on page 2, line 10, that Staff’s proposal assumes 20 

that it is possible to accurately predict the power price in the production cost model.   21 

Q. Is he correct? 22 

A. No such assumption was made by Staff. 23 
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Q. Is he correct when he states on page 2, line 14, that Staff’s proposal assumes 1 

that the Company has not been prudently pursuing available opportunities for off-system 2 

sales? 3 

A. No such assumption was made by Staff. 4 

Q. Would that be why Staff didn’t provide evidence that supports these two 5 

statements as Mr. Haro states on page 2 of his rebuttal testimony? 6 

A. Yes, it is. 7 

Q. Is it your theory as Mr. Haro states on page 3, line 6, of his rebuttal testimony 8 

“that a change in the sharing percentage will create a greater incentive to better predict what 9 

power prices will be when rates are in effect – i.e., in the future.” 10 

A. No, it is not.  But I do believe that it will provide an incentive to Ameren 11 

Missouri to look for better predictors. 12 

Q. Should it surprise Mr. Haro as he states on page 7 that Staff believes that there 13 

may be better methods for predicting purchases power prices? 14 

A. No, it should not.  A good analyst should always be looking for better ways to 15 

do their work.  16 

Q. Is he correct when he states on page 11, line 16, that you contend that Ameren 17 

Missouri’s use of a three-year average to estimate market prices reflects a “lack of incentive 18 

to get it right”? 19 

A. No, he is not correct. 20 

Q. Is he correct when he states on page 14, line 11, that you “would have the 21 

Company put into a position of failing to recover even more of the prudently incurred fuel and 22 
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purchase power costs it must incur to serve its customers simply based on the fortuity that 1 

[Ameren Missouri was] unable to accurately predict future power prices.”? 2 

A. No, he is not correct. 3 

Q. Is he correct when he states on page 15, line 4, that you are “suggesting that if 4 

we had an adequate incentive to “get it right,” we would more accurately predict what the 5 

price of energy will be a year or two from now.”? 6 

A.  No, he is not correct. 7 

Q. Mr. Haro states on page 15, beginning on line 19, that: “We already sell all of 8 

our available, “in-the- money” generation.  Doing so is simply a function of the MISO 9 

market.  We don’t have to seek out counter-parties to make sure that our generation is 10 

economically dispatched.  As the parties to this case are well aware, we offer our units into 11 

the MISO market, and the MISO clears these units when their cost of generation is lower than 12 

the market price.”  Does this mean that Ameren Missouri has no control at all over off-system 13 

sales? 14 

A. No, it does not.  A key phrase in Mr. Haro’s statement is “we offer our units 15 

into the MISO market.”   16 

Q. Are you asserting that Ameren Missouri has not always offered its generation 17 

into the market when it was economically beneficial? 18 

A. No, I am not.  I am merely pointing out that Ameren Missouri does play a role 19 

in the off-system sales revenues that it generates. 20 

Response to the Rebuttal Testimony of Wilbon L. Cooper 21 

Q. With respect to the FAC, what did Mr. Cooper address in his rebuttal 22 

testimony that you are addressing in this surrebuttal testimony? 23 
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A. I am addressing Mr. Cooper’s discussion on pages 17 through 20 regarding 1 

Staff’s requested clarification changes to the FAC tariff sheets and proposed some additional 2 

changes and the seasonality of the FAC base factor (“BF”).  3 

Q. Does Staff agree with the clarification changes in the FAC tariff sheets that 4 

Mr. Cooper proposed? 5 

A. Staff had a conference call with Ameren Missouri since Mr. Cooper filed his 6 

rebuttal testimony to discuss Ameren Missouri’s proposals.  Schedule LMM-S2 contains what 7 

Staff believes that Ameren Missouri and Staff agreed to in that phone call.  The highlighted 8 

sections are where issues still exist but will be resolved by Commission order.  Most of these 9 

will be addressed later in this surrebuttal testimony.  These tariff sheets do not reflect my 10 

earlier recommendations that all accounts and subaccounts be listed and that only MISO 11 

schedule 2 and 33 costs be flowed through the FAC.  Staff had not yet developed these 12 

recommendations when it talked with Ameren Missouri about the tariff sheets. 13 

Q. Are there any sections highlighted that you would like to address? 14 

A. Yes.  One of the issues that I did not find addressed in Ameren Missouri’s 15 

testimony is what hedging costs should be included in the FAC.  It is Staff’s position that only 16 

hedging gains and losses associated with mitigating volatility in its fuel costs and allowances 17 

for SO2 and NOx emissions should flow through Ameren Missouri’s FAC and that no other 18 

hedging gains and losses be allowed through Ameren Missouri’s FAC without Ameren 19 

Missouri first proposing that they do so in a general rate proceeding where all parties have an 20 

opportunity to make recommendations to the Commission regarding the appropriateness of 21 

doing so.  In the currently effective FAC tariff sheets, hedging is mentioned with respect to 22 

fossil fuel, SO2, fuel oil, and natural gas.  However, in its proposed tariff sheets, Ameren 23 
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Missouri added hedging gains and losses for purchased power and off-system sales revenue.  1 

At this time Staff does not have a sufficient understanding of how or why Ameren Missouri 2 

hedges purchased power and off-system sales revenue.  Therefore, Staff recommendation 3 

remains that only hedging gains and losses associated with mitigating volatility in its fuel 4 

costs and allowances for SO2 and NOx emissions flow through Ameren Missouri’s FAC and 5 

that no other hedging gains and losses be allowed through Ameren Missouri’s FAC. 6 

Secondly, Ameren Missouri added a paragraph on the fourth page that allows items to 7 

remain in the FAC if the Federal Energy Regulatory Commission (“FERC”) requires the item 8 

to be recorded in an account different than the account listed in the tariff sheets.  Staff agrees 9 

with this provision.  However, Staff proposes to add the following sentence to that paragraph: 10 

In the month that Ameren Missouri begins to record items in a different 11 
account or in accounts not listed at all, Ameren Missouri will file with the 12 
Commission the previous account number, the new account number and what 13 
costs or revenues that flow through the FAC are to be recorded in the account. 14 

Q. Does this address all of the highlighted portions of the proposed tariff sheets? 15 

A. No, it does not.  I address other provision in the proposed tariff sheets in this 16 

testimony response to other Ameren Missouri witnesses. 17 

Q. Does Staff agree with Mr. Cooper’s analysis regarding the seasonality of the 18 

base factor? 19 

A. Staff does not disagree with the analysis conducted by Mr. Cooper regarding 20 

the impact of a single base factor as compared to seasonal base factors.  However, Staff’s 21 

preliminary seasonal base factors show a higher base factor for summer than the base factor 22 

for the non-summer months.  Ameren Missouri’s summer base factor is lower than the base 23 

factor for the non-summer months.  If the actual net energy costs occur as modeled by Staff 24 

and Ameren Missouri’s seasonal base factors are used, the difference between actual energy 25 
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costs and net base fuel costs will be even greater than what Mr. Cooper shows in his 1 

testimony.  For this reason, Staff proposed a single annual base factor.  However, Staff is 2 

agreeable to using seasonal base factors calculated using the trued-up of costs and revenues 3 

that are included in the FAC. 4 

Response to the Rebuttal Testimony of Steven M. Wills 5 

Q. With respect to the FAC, what did Mr. Wills address in his rebuttal testimony 6 

that you are addressing in this surrebuttal testimony? 7 

A. On pages 30 through 32, Mr. Wills addresses two FAC language issues.  The 8 

first is regarding the definition of the terms SAP and SRP.  Staff had removed the words “the 9 

retail component of” from the definitions of these terms that identify the energy used in the 10 

calculation of the net base energy costs and the fuel adjustment rates.  Staff agrees with Mr. 11 

Wills that these words should not be removed.  This phrase is included in the definitions of 12 

SAP and SRP in Schedule LMM-S2. 13 

The second issue Mr. Wills addresses is a proposed modification of the definition of 14 

SAP to account for energy generated by the Company's landfill gas plant, the Maryland 15 

Heights Energy Center.  Staff agrees that failure to add the output of the Maryland Heights 16 

Energy Center would understate the calculation of collected costs and the definition needs to 17 

be modified.  However, Ameren Missouri’s proposal would only take into account generation 18 

operated as a “behind the meter” resource owned by Ameren Missouri.  Staff recommends 19 

modifying the language proposed by Ameren Missouri to include generation that operated 20 

“behind the meter” that may be owned by an entity other than Ameren Missouri.  Staff 21 

proposes that the phrase “plus the metered net energy output of any generating station 22 

operating within its certificated service territory as a behind the meter resource in MISO” be 23 

appended to the end of the definition of SAP.   24 
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Response to the Rebuttal Testimony of Robert K. Neff 1 

Q. With respect to the FAC, what did Mr. Neff address in his rebuttal testimony 2 

that you are addressing in this surrebuttal testimony? 3 

A. On pages 6 through 8, Mr. Neff responds to Staff’s recommendation to change 4 

the sharing mechanism to 85%/15% from 95%/5%.  He characterizes the proposed 15% 5 

sharing of the fuel cost as a “penalty” stating on page 6, lines 20 through 21, that “[t] he 15% 6 

sharing would penalize Ameren Missouri for proactively complying with the CSAPR 7 

regulations.”  He also proposes a method of more accurately estimating net base fuel costs. 8 

Q. Is the proposed 15% sharing a “penalty” for Ameren Missouri for proactively 9 

complying with the CSAPR regulations? 10 

A. No, it is not.  Ameren Missouri would actually receive a benefit, because it has 11 

an FAC of recovering 85% of all of its prudently incurred fuel costs above what is included in 12 

the net base fuel costs.  Absent the FAC, Ameren Missouri would recover 0% of all of its 13 

prudently incurred fuel costs, above what is included in the net base fuel costs - whether it be 14 

for fuel purchased to comply with CSAPR regulations or not.  For every $10 million of 15 

increased costs, Ameren Missouri would actually enjoy the benefit of being able to bill its 16 

customers for $8.5 million of that increase.  Without a FAC, Ameren Missouri would not be 17 

able to bill for any of the increase in fuel costs. 18 

Q. On page 7 of his rebuttal testimony, Mr. Neff provides some estimates of the 19 

impact of the 15% on Ameren Missouri’s coal commodity cost.  Are his estimates correct? 20 

A. Given his assumptions, I have no reason to believe that his calculations are not 21 

correct.  However, they are miss-leading.  He calculates the average increase over the term of 22 

the contract and then applies 5% and 15% to that amount.  In practice, the increases in the 23 

initial years would be less than those in the later years resulting in a lower dollar impact in the 24 
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initial years.  These amounts would be even less if Ameren Missouri continues to request rate 1 

increases as frequently as it has done since 2007, because the net base energy costs would 2 

include the fuel costs that had escalated since the previous rate case,    3 

Mr. Neff also remarks on lines 7 and 13 that if Ameren Missouri does not file a rate 4 

case for several years the losses would multiply.  To continue its FAC, Ameren Missouri is 5 

required to file a general rate case with effective dates no later than four years after the 6 

effective date of the Commission order implementing FAC rates.  I am not sure what Mr. Neff 7 

meant by “several years” but the time between new FAC rates is shorter than the term of the 8 

contract he is referring to. 9 

Q. What is the method that Mr. Neff proposes to more accurately estimate net 10 

base fuel costs for in the FAC? 11 

A. Mr. Neff states on page 8, lines 9 and 10, that “the Company will increase its 12 

fuel costs as part of its true-up filing to reflect the January 1, 2013 delivered coal cost 13 

increases.” 14 

Q. What is Staff’s response to this proposal? 15 

A. Including the fuel costs as of January 1, 2013, may seemingly result in the 16 

most accurate fuel costs as of rates going into effect on January 2. 2013.  However, the exact 17 

impact of all changes in fuel costs through January 1, 2013, are not known and measureable at 18 

this time.  In addition, these costs will be incurred past the true-up date agreed to by the 19 

Company and established by the Commission in this case.  Including these costs is beyond the 20 

traditional regulatory practice as set out by the Commission in its procedural schedule order 21 

and may violate the matching principle relied upon by all parties in this case.  In addition, the 22 
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Company’s request is untimely and Staff and all other parties will not have the opportunity to 1 

review all relevant factors prior to the true-up filing date.   2 

Response to the Rebuttal Testimony of Lynn M. Barnes 3 

Q. With respect to the FAC, what did Ms. Barnes address in her rebuttal 4 

testimony that you are addressing in this surrebuttal testimony? 5 

A. Ms. Barnes provided a response to Staff’s proposal to change the incentive 6 

mechanism to 85%/15% and the five areas that Staff considered in developing its proposal.  I 7 

will respond to some of her comments regarding this proposal. 8 

Q. What would you like to address first? 9 

A. On page 6, lines 12 and 13, Ms. Barnes states that Staff did “not explain[] how 10 

increasing this sharing percentage would improve the efficiency or cost-effectiveness of the 11 

Company’s fuel procurement activities.”  This is really very simple - when more 12 

responsibility for the payment of an item is put on a company, the more care it is going to take 13 

in the purchase of an item.  For example, if someone goes to buy a car with their own money, 14 

it is more likely that they will carefully research so that they can get the most car for their 15 

money than if someone gave them money for the car.  In the same way, if Ameren Missouri is 16 

responsible for more of the increase in fuel costs it will take great care to keep that increase as 17 

small as possible. 18 

Q. Ms. Barnes states on page 9, lines 8 through 10, and again on page 10, lines 9 19 

through 11, that Ameren Missouri cannot control the fuel and power markets that it operates 20 

in.  Is this good justification for not adopting Staff’s proposal? 21 

A. No, it is not.  If these markets are uncontrollable and hard to predict as Ms. 22 

Barnes testifies on page 10, line 7, it makes it even more critical for Ameren Missouri to have 23 

a stake in the costs that it incurs to meet its customer’s needs.  With no stake or very little, 24 
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such as the current 5%, the impact on Ameren Missouri of less efficient or cost-effective fuel 1 

procurement activities is minimal while it could be very great on Ameren Missouri’s 2 

customers.  3 

Q. On page 7, lines 1 through 10, Ms. Barnes discusses the “heavy burden” that 4 

Staff’s proposal would put on Ameren Missouri.  Do you agree with her characterization? 5 

A. Ms. Barnes uses Mr. Neff’s testimony to demonstrate the “heavy burden that 6 

the proposal would put on Ameren Missouri.  I have already explained above that his 7 

calculations are likely too high.  While Ms. Barnes states the amount that Ameren Missouri 8 

has had to absorb since the last case (approximately $29 million), she fails to mention the 9 

amount that Ameren Missouri has been able to bill the customers for that it would not have 10 

been able to absent the FAC (approximately $490 million)2.  While $29 million was a burden 11 

on Ameren Missouri, the $490 million was a burden on Ameren Missouri’s customers.  A 12 

simple calculation of the impact on Ameren Missouri’s 1.2 million customers is that it has 13 

cost each customer $408.3  To many customers, that has been a heavy burden. 14 

The “approximately $29 million” provided by Ms. Barnes in her rebuttal testimony 15 

assumes that all else remained the same.  The amount may have been lower had the sharing 16 

percentage actually been 15% and the burden on Ameren Missouri’s customers would also 17 

have been less. 18 

Q.  On page 7, of her rebuttal testimony, Ms. Barnes states:  “It is inappropriate to 19 

separate the OSS margins from the fuel and purchased power costs, as Ms. Mantle has 20 

attempted to do, because the sharing percentage is applied to changes in the net fuel costs 21 

                                                 
2 For this estimate Staff did not independently calculated the numbers used.  It used the numbers provided in Ms. 
Barnes rebuttal testimony.  
3 This was calculated by dividing $409 million by 1.2 million. 
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(fuel and purchased power costs net of OSS margins) and not individually to fuel/purchased 1 

power costs of OSS margins.”  Do you agree with Ms. Barnes? 2 

A. I agree that the sharing percentage is applied to changes in the net fuel costs.  3 

However, I do not agree that the Commission should not look at individual components of the 4 

FAC.  While Ms. Barnes states that it is improper for Staff, Ms. Barnes herself along with 5 

Ameren Missouri witnesses Mr. Neff and Jaime Haro also look at specific components of fuel 6 

costs and off-system sales.  By reviewing the components of the FAC the Commission will 7 

better understand what the “net fuel costs” consists of and how volatile each component 8 

actually is. 9 

Q. On page 10 of her testimony, Ms. Barnes quotes from your deposition in the 10 

last rate case.  If asked any of these questions would you respond differently today? 11 

A. No, I would not.  I still believe that the ability of the Commission to take away 12 

the FAC is a powerful incentive if the Company is misusing the privilege of the FAC.  13 

However, Staff is not proposing the Commission take away that privilege.  Staff is merely 14 

proposing changes that, short of taking away the privilege, would provide Ameren Missouri 15 

more incentive to manage its net fuel cost efficiently and cost-effectively. 16 

Q. Ms. Barnes states that if you are serious about the importance of setting the net 17 

fuel cost as accurately as possible then you should agree to include “the approximately $39 18 

million of delivered coal cost increases we can calculate today, that were known and 19 

measurable as of the July 31, 2012 true-up date” in net base cost.  Do you agree with Ms. 20 

Barnes? 21 

A. Ms. Barnes proposal is interesting.  As I previously stated in response to Mr. 22 

Neff’s similar proposal, including the fuel costs as of January 1, 2013 may seemingly result in 23 
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the most accurate fuel costs as of rates going into effect on January 2. 2013.  However, the 1 

“we” Ms. Barnes refers to in “we can calculate today” must mean what Ameren Missouri has 2 

calculated, because Staff has not calculated the impact of future changes in fuel costs.  As I 3 

previously stated, this request is untimely and Staff and all other parties will not have the 4 

opportunity to review all relevant factors prior to the true-up filing date.  In addition, these 5 

costs will be incurred past the true-up date agreed to by the Company and established by the 6 

Commission in this case.  So, although I am serious about the importance of setting the 7 

correct net base energy cost, Staff cannot commit to including these future costs. 8 

Q. Ms. Barnes states on page 14, lines 1 and 2, of her testimony that “it is clear 9 

that changing the sharing percentage would not have any impact on our ability to forecast 10 

these market prices.”  Do you agree? 11 

A. I do not know if it would or not.  On the continuum of possible percentage 12 

sharing mechanisms we only have information on two different points – 95%/5% and 13 

0%/100%.  I do believe that Ameren Missouri was able to keep all of the off-system sales 14 

margin it would have a great incentive to maximize to find the best forecasting methodologies 15 

and hire the best employees to increase the off-system sales margins and if it did not get to 16 

keep any of the off-system sales margin, there would be little incentive.  While I do not have 17 

“proof” that Ameren Missouri would act differently than it currently does, the Commission 18 

cannot get “proof” without changing the sharing mechanism. 19 

Q. Does this conclude your surrebuttal testimony? 20 

A.  Yes, it does. 21 
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FUEL AND PURCHASED POWER ADJUSTMENT CLAUSE 

**(Applicable To Service Provided Between July 31, 2011 And The Day Before The 
Effective Date Of This Tariff) 

 
APPLICABILITY 

 

This rider is applicable to kilowatt-hours (kWh) of energy supplied to 
customers served by the Company under Service Classification Nos. 1(M), 
2(M), 3(M), 4(M), 5(M), 6(M), 7(M), 11(M), and 12(M). 

 
Costs passed through this Fuel and Purchased Power Adjustment Clause (FAC) 
reflect differences between actual fuel and purchased power costs, 
including transportation and emissions costs and revenues, net of Off-
System Sales Revenues (OSSR) (i.e., Actual Net Energy Costs (ANEC)) and 
Net Base Energy Costs (B), calculated and recovered as provided for 
herein. 

 
The Accumulation Periods and Recovery Periods are as set forth in the 
following table: 

 

Accumulation Period (AP) Recovery Period (RP) 

February through May 
June through September 
October through January 

October through May  
February through September 

June through January 
 

AP means the four (4) calendar months during which the actual costs and 
revenues subject to this rider will be accumulated for the purposes of 
determining the Fuel Adjustment Rate (FAR). 

 
RP means the billing months during which the FAR is applied to retail 
customer usage on a per kWh basis, as adjusted for service voltage. 

 
The Company will make a FAR filing no later than sixty (60) days prior to 
the first billing cycle read date of the applicable Recovery Period above.  
All FAR filings shall be accompanied by detailed workpapers supporting the 
filing in an electronic format with all formulas intact. 

 
FAR DETERMINATION 

 

Eighty Ninety five percent (8595%) of the difference between ANEC and B for 
each respective AP will be utilized to calculate the FAR under this rider 
pursuant to the following formula with the results stated as a separate 
line item on the customers' bills. 
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For each FAR filing made, the FARRP is calculated as: 

 
FARRP = [(ANEC – B) x 8595% + I ± P ± T]/SRP 

Where: 

ANEC = FC + PP + E – OSSR 

B = BF x SAP  

FC = Fuel costs associated with the Company’s generating plants.  
These consist of the following: 

a) For fossil fuel plants: 

(i) the following costs and revenues (including 
applicable taxes) reflected in Federal Energy 
Regulatory Commission (FERC) Account Number 501 
for: coal commodity, gas, alternative fuels, fuel 
additives, Btu adjustments assessed by coal 
suppliers, quality adjustments related to the 
sulfur content of coal assessed by coal 
suppliers, railroad transportation, switching and 
demurrage charges, railcar repair and inspection 
costs, railcar depreciation, railcar lease costs, 
similar costs associated with other applicable 
modes of transportation, fuel hedging costs, fuel 
oil adjustments included in commodity and 
transportation costs, oil costs, ash disposal 
costs and revenues, and revenues and expenses 
resulting from fuel and transportation portfolio 
optimization activities; and 
 

(ii) the following costs and revenues reflected in 
FERC Account Number 502 for:  consumable costs 
related to Air Quality Control System (AQCS) 
operation, such as urea, limestone and powder 
activated carbon; and 
 

(iii) the following costs and revenues reflected in 
FERC Account Number 547 for:  natural gas 
generation costs related to commodity, oil, 
transportation, storage, capacity reservation , 
fuel losses, hedging, and revenues and expenses 
resulting from fuel and transportation portfolio 
optimization activities;  
 

b) Costs and revenues in FERC Account Number 518 
(Nuclear Fuel Expense). 

**Indicates Change.
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PP = Costs and revenues for purchased power reflected in FERC 

Account Numbers 
555, 565, and 575, including those associated with hedging, but 
excluding MISO administrative fees arising 
under MISO Schedules 10, 16, 17, and 24, and excluding capacity 
charges for contracts with terms in excess of one(1) year. Also 
included in factor "PP" are insurance premiums in FERC Account 
Number 924 for replacement power insurance to the extent those 
premiums are not reflected in base rates. Additionally, costs 
of purchased power will be reduced by expected replacement 
power insurance recoveries qualifying as assets under Generally 
Accepted Accounting Principles. 
 

 E  =  Costs and revenues for SO2 and NOX emissions 
allowances in Accounts 411.8, 411.9, and 509, 
including those associated with hedging. 

 
OSSR = Revenues in FERC Account 447, including those associated with 

hedging. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
**Indicates Change.
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Adjustment For Reduction of Service Classification 12(M) Billing 
Determinants: 

 

Should the level of monthly billing determinants under Service 
Classification 12(M) fall below the level of normalized 12(M) 
monthly billing determinants as established in Case No. ER-2012- 
0166, an adjustment to OSSR shall be made in accordance with 
the following levels: 

 

a) A reduction of less than 40,000,000 kWh in a given month 
- No adjustment will be made to OSSR. 

 

b) A reduction of 40,000,000 kWh or greater in a given month 
  -An adjustment excluding off-system sales revenue from 

OSSR will be made equal to the lesser of (1) all off-
system sales revenues derived from all kWh of energy sold 
off-system due to the entire reduction, or (2) off-system 
sales revenues up to the reduction of 12(M) revenues 
compared to normalized 12(M) revenues as determined in 
Case No. ER-2012-0166. 

 
For purposes of factors FC, PP, E, and OSSR, “hedging” is defined as 
realized losses and costs (including broker commissions and fees 
associated with the hedging activities)minus realized gains associated 
with mitigating volatility in the Company’s cost of fuel and purchased 
power and emission allowances, including but not limited to, the 
Company’s use of futures, options and over-the-counter derivatives 
including, without limitation, futures contracts, puts, calls, caps, 
floors, collars, and swaps. 

 
Should FERC require any item covered by factors FC, PP, E or OSSR to be 
recorded in an account different than the FERC accounts listed in such 
factors or that are not listed in such factors at all, such items shall 
nevertheless be included in factor FC, PP, E or OSSR.  

 
 

I = Interest applicable to (i) the difference between ANEC and B 
for all kWh of energy supplied during an AP until those 
costs have been recovered; (ii) refunds due to prudence 
reviews (“P”), if any; and (iii) all under- or over-recovery 
balances created through operation of this FAC, as 
determined in the true-up filings (“T”) provided for herein.  
Interest shall be calculated monthly at a rate equal to the 
weighted average interest rate paid on the Company’s short-
term debt, applied to the month-end balance of items (i) 
through (iii) in the preceding sentence. 

 
SAP = kWh during the AP that ended immediately prior to the FAR 

filing, as measured by taking the retail component of the 
Company’s load settled at its MISO CP node (AMMO.UE or 
successor node), plus the kWh reductions up to the kWh of 
energy sold off-system associated with the 12(M) OSSR 
adjustment above plus the metered energy output of any 
Company generating station operating within its 
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certificated service territory as a behind the meter 
resource in MISO. 

 
SRP = Applicable RP estimated kWh representing the expected retail 

component of the Company's load settled at its MISO CP node 
(AMMO.UE or successor node) plus the metered energy output 
of any Company generating station operating within its 
certificated service territory as a behind the meter 
resource in MISO. 
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BF = The Base Factor, is equal to the normalized value for the sum 

of allowable fuel costs (consistent with the term FC), plus 
cost of purchased power (consistent with the term PP), and 
emissions costs and revenues (consistent with the term E), 
less revenues from Off-System Sales (consistent with the term 
OSSR) divided by corresponding normalized retail kWh as 
adjusted for applicable losses.  The normalized values 
referred to in the prior sentence shall be those values used 
to determine the revenue requirement in the Company’s most 
recent rate case.  The BF applicable to June through 
September calendar months (BFSUMMER) is $0.01529 per kWh.  The 
BF applicable to October through May calendar months (BFWINTER) 
is $0.01553 per kWh. 

 
T = True-up amount as defined below. 
 
P = Prudence disallowance amount, if any, as defined below. 

 

The FAR, which will be multiplied by the Voltage Adjustment Factors 
(VAF) set forth below is calculated as: 

 
FAR = FARRP + FARRP-1 

where: 
 

FAR = Fuel and Purchased Power Adjustment rate starting with the 
applicable Recovery Period following the FAR filing.  

 
FARRP = FAR Recovery Period rate component calculated to recover 

under/over collection during the Accumulation Period that ended 
immediately prior to the applicable filing. 

 
FAR(RP-1) = FAR Recovery Period rate component from other prior FARRP. 

 
To determine the FAR applicable to the individual Service Classifications, 
the FAR determined in accordance with the foregoing will be multiplied by 
the following Voltage Adjustment Factors (VAF): 

 

Secondary Voltage Service (VAFSEC)    1.0575 
Primary Voltage Service (VAFPRI)   1.0252 
Large Transmission Voltage Service (VAFTRAN)  0.9917 

 

The FAR applicable to the individual Service Classifications shall be 
rounded to the nearest $0.00001 to be charged on a $/kWh basis for each 
applicable kWh billed. 
 
 
 
 
 
**Indicates Change.
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TRUE-UP 

 

After completion of each RP, the Company shall make a true-up filing on 
the same day as its FAR filing.  Any true-up adjustments shall be 
reflected in T above.  Interest on the true-up adjustment will be 
included in I above. 
 
The true-up adjustments shall be the difference between the revenues billed 
and the revenues authorized for collection during the RP. 

 
GENERAL RATE CASE/PRUDENCE REVIEWS 

 

The following shall apply to this FAC, in accordance with Section 
386.266.4, RSMo. and applicable Missouri Public Service Commission Rules 
governing rate adjustment mechanisms established under Section 386.266, 
RSMo: 

 
The Company shall file a general rate case with the effective date of new 
rates to be no later than four years after the effective date of a 
Commission order implementing or continuing this FAC.  The four-year period 
referenced above shall not include any periods in which the Company is 
prohibited from collecting any charges under this FAC, or any period for 
which charges hereunder must be fully refunded.  In the event a court 
determines that this FAC is unlawful and all moneys collected hereunder are 
fully refunded, the Company shall be relieved of the obligation under this 
FAC to file such a rate case. 

 
Prudence reviews of the costs subject to this FAC shall occur no less 
frequently than every eighteen months, and any such costs which are 
determined by the Commission to have been imprudently incurred or incurred 
in violation of the terms of this rider shall be returned to customers.  
Adjustments by Commission order, if any, pursuant to any prudence review 
shall be included in the FAR calculation in P above unless a separate 
refund is ordered by the Commission.  Interest on the prudence adjustment 
will be included in I above.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
**Indicates Change.
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Calculation of Current Fuel Adjustment Rate (FAR): 

Accumulation Period Ending: Month, Day, Year 

1. Actual Net Energy Cost (ANEC) (FC+PP+E-OSSR) $ 

2. Net Base Energy Cost (B) - $ 

 2.1 Base Factor (BF) x $0.00000 

 2.2 Accumulation Period Sales (SAP))  XXXXXX kWh 

3. Total Company Fuel & Purchased Power Difference = $ 

 3.1 Customer Responsibility x   8595% 

4. Fuel & Purchased Power Amount to be Recovered = $ 

 4.1 Interest (I) + $ 

 4.2 True-Up Amount (T) ± $ 

 4.3 Prudence Adjustment Amount (P) ±  

5. Fuel and Purchased Power Adjustment (FPA) = $ 

 

6. Estimated Recovery Period Sales (SRP) ÷   kWh 

 

7. Current Period Fuel Adjustment Rate (FARRP)  =   $/kWh 

8. Prior Period Fuel Adjustment Rate (FARRP-1) +   $/kWh 

9. Fuel Adjustment Rate (FAR) =   $/kWh 

 

10 Secondary Voltage Adjustment Factor (VAFSEC)  1.0575 

11. FAR for Secondary Customers (FARSEC)    $/kWh 

12. Primary Voltage Adjustment Factor (VAFPRI)  1.0252 

13. FAR for Primary Customers (FARPRI)    $/kWh 

14. Transmission Voltage Adjustment Factor (VAFTRAN)  0.9917 

15. FAR for Transmission Customers (FARTRAN)    $/kWh 

 
 
 
 
 
** Indicates Change. 
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