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UNION ELECTRIC COMPANY
(d/b/a AmerenUE)
MISSOURI PUBLIC SERVICE COMMISSION

case No.

DIRECT TESTIMONY OF KEVIN L. REDHAGE

Please state your name, address, and occupation.

My nameis Kevin L. Redhege, and | resde in Chesterfield, Missouri. | am a Finance Professiond
in the Financid Planning and Investments Department a Ameren Services,

How long have you held this position?

| have held this position since February 1992.

What areyour principal duties?

My principd dutiesinclude the following: monitoring investment activity and coordination of trust
and regulatory issues concerning the Company's Nuclear Decommissioning Trust Fund; reviewing
capital expenditure judtifications to assure that they are conducted in accordance with Company
palicies, and developing economic models for the performance of financid andyses. | dso paform
other projects as assigned, relative to the area of financia planning, on a case-by-case basis.
Please describe your educational background.

| graduated with a Bachdlor of Science degreein Civil Engineering from the University of Missouri
- Rallain 1979. In 1991, | received a Masters degree in Business Adminigtration (MBA) from
Webgter University in &. Louis, Missouri, with an emphagisin Finance.

What isyour work experience at Union Electric Company?

| was employed by Union Electric Company in May 1981 as an Assstant Engineer in the Nuclear
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Congtruction Department at the Company's Cdlaway Plant. While serving in this department, |
was promoted from Assstant Engineer to Engineer. In these postions, | performed various
construction management activities, both technica and adminidrative in nature.

In April 1986, following the completion of Calaway condruction, | transferred to the newly
formed Quadlity Services Department, located in the Company’s . Louis headquarters. My
principd responghility in this position was the review of Company suppliers quaity assurance
(QA) programs, and the on-dte verification of the implementation of the QA programs at the
suppliers facilities. In this pogtion, | aso wasinvolved in the development of internd Company
QA programs.

After | ataned my MBA in Finance, | was assgned to the Financid Planning and
Investments Department as a Financid Specidist. This title was later modified to “Finance
Professond”. Thisisthe postion | currently hold with the principa duties as described earlier.
Areyou familiar with the subject matter of this proceeding?

Yes. The Company is requesting the following gpprovas from and providing the following

notification to the Missouri Public Service Commisson (MPSC):

1) Request for gpprova of the “Third Amended and Restated Tax Quaified Decommissioning
Trus” agreement;

2) Request for gpprova of changes to the “Investment Guidelines for the Cdlaway Plant Tax
Qudified and Non-Tax Qudified Nuclear Decommissoning Trust Funds — Effective

"5 and,
3) Natification of a change in the trust fund's equity investment manager as a result of recent
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mergersin the banking industry.
Areyou sponsoring any schedules?

Yes. | am sponsoring Schedule Numbers 1 through 7.

REQUEST FOR APPROVAL OF THE
‘THIRD AMENDED AND RESTATED TAX QUALIFIED
DECOMMISSIONING TRUST” AGREEMENT

What document currently governsthe tax qualified decommissioning trust?

The “ Second Amended and Restated Tax Qudified Decommissioning Trust” agreement, as
amended, is presently in effect. A copy of this document, with its associated amendments, is
included in Schedule 1.

Has the Company previoudy sought MPSC approval of a“Third Amended and
Restated Tax Qualified Decommissioning Trust” agreement?

Yes. On October 13, 2000, the Company filed an application with the MPSC (please refer to
Case No. EO-2001-245) seeking, among other things, approva to replace Bankers Trust
Company with The Bank of New York (BNY) as trustee of its tax quaified nuclear
decommissioning trust fund (the “trust fund”), gpprova of a*“Third Amended and Restated Tax
Qudified Decommissioning Trust” agreement (which made certain revisons to the “Second
Amended and Restated Tax Qudified Decommissioning Trust” agreement and incorporated its
amendments), gpprova to replace Banc of America Capitd Management, Inc. with BNY as fixed
income investment manager for the trust fund and gpprova of changesto the*Investment Guiddines
for the Cdlaway Plant Tax Qudified and Non-Tax Qualified Nuclear Decommissioning Trust
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Funds — Effective January 1, 1998". The Company concurrently filed asmilar gpplication with the
[llinois Commerce Commission (ICC) requesting approva of the foregoing items required under
their jurisdiction (please refer to ICC Docket No. 00-0664).

What was the outcome of these requests?

On December 6, 2000, the ICC issued its “Order” agpproving the changes requested by the
Company.

On December 14, 2000, the MPSC issued its “Order” which partidly approved the
changes requested by the Company. Specifically, the MPSC Order approved the Company’s
request for the changes in trustee and investment manager, and approved the proposed “Third
Amended and Restated Tax Qudified Decommissioning Trust” agreement and its associated fee
schedule (with certain exceptions) and the proposed “ Investment Guiddines for the Cdlaway Plant
Tax Qudified and Non-Tax Qudified Nudear Decommissoning Trust Funds — Effective January
1, 2001 (with one exception). In addition, the MPSC Order indicated that the foregoing
exceptions would be “taken under advisement” until the resolution of the Company’s lllinois
property transfer case (MPSC Case No. EM-2001-233) was resolved.

For the Company and BNY to execute the “Third Amended and Restated Tax Qudified
Decommissioning Trust” agreement, gpprova by both the MPSC and by the ICC was required.

Since the ICC gpproved the document as-filed but the MPSC approved it with exceptions, the
Company and BNY were unable to execute the document. In order to proceed with the change
in trustee, BNY agreed to be gppointed as “successor trusteg” under the existing “Second

Amended and Restated Tax Qudified Decommissoning Trugt” agreement provided the Company
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agreed to pursue changes to the agreement that were addressed in its earlier filing. As both the
ICC and MPSC had approved the change in trustee and the trustee’s fee schedule, and as the
exiging “Second Amended and Restated Tax Qualified Decommissoning Trust” agreement had
been previoudy approved by both Commissions (MPSC Case No. EO-93-308 and ICC Docket
No. 93-0300), the appointment of BNY as successor trustee under the terms of that trust
agreement was possible. Since the investment guiddines are written in a manner so as to be
segregated on ajurisdictiond basis and as the exception contained in the MPSC Order only goplied
to the Missouri jurisdiction, the Company was able to implement the “Investment Guiddines for the
Cdlaway Plant Tax Qudified and Non-Tax Quaified Nuclear Decommissioning Trust Funds —
Effective January 1, 2001” with the one area noted as an “exception” by the MPSC Order
removed for the Missouri jurisdictional section.

The appointment of BNY as successor trustee and fixed income investment manager was
made and subsequently accepted, effective as of January 1, 2001. As a condition of the
gppointment, the Company committed to BNY that it would pursue a resolution to the sections of
the proposad “ Third Amended and Restated Tax Qudified Decommissoning Trust” agreement thet
were rglected by the MPSC such that this document could be implemented.

What action hasthe Company taken to resolve theMPSC’ s concernswith the originally
proposed “Third Amended and Restated Tax Qualified Decommissoning Trust”
agreement?

The Company met with the MPSC Staff and Office of Public Counsel (OPC) and discussed the

basis and reasoning behind the changes that had been proposed to the * Second Amended and
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Regtated Tax Quaified Decommissioning Trust” agreement. Based on these discussions, revised
wording was developed to address the areas which had caused concerns.
Have any other events occurred since the issuance of the MPSC “Order” in Case No.
EO-2001-245 that necessitate changes to the “Second Amended and Restated Tax
Qualified Decommissioning Trust” agreement?
Yes. OnAugust 10, 1999, the U. S. Nuclear Regulatory Commission (NRC) directed the NRC
daff to initiate a rulemaking to require that decommissoning trust agreements be in a form
acceptable to the NRC in order to increase assurance that an adequate amount of decommissioning
funds would be available for their intended purpose. Asaresult of this effort, the NRC published
aproposed rule for Decommissioning Trust Provisionsin the Federd Register on May 30, 2001
(66 FR 29244). Following the receipt and incorporation of comments, the fina rule for
Decommissioning Trust Provisons was published in the Federa Register on December 24, 2002

(67 FR 78332). The find rule modified the Code of Federd Regulations (CFR) by revisng
paragraphs 10 CFR 50.75(e)(1)(i) and (ii) and adding a new paragraph, 10 CFR 50.75(h). For
licenseesthat are “dectric utilities’ (such as the Company), as defined by 10 CFR 50.2, the CFR
revison bascdly requires the trust agreement to contain provisons for natification to the NRC prior
to dishursements being made from the decommissioning trust fund.

A copy of the Federd Regigter section (67 FR 78332) containing the find rule for

Decommissioning Trust Provisons and the CFR revisonsisincluded as Schedule 2.
Has the Company prepared a new “Third Amended and Restated Tax Qualified

Decommissioning Trust” agreement incor porating revised language as a result of the
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foregoing discussions with the M PSC and OPC Staff and asa result of the above “final
rule” for Decommissioning Trust Provisons?

Yes. A copy of the currently proposed “Third Amended and Restated Tax Quadlified
Decommissoning Trust” agreement is contained in Schedule 3.

Has an annotated copy of the proposed “ Third Amended and Restated Tax Qualified
Decommissioning Trust” agreement, showing the wording that has been deleted and
added relative to the “ Second Amended and Restated Tax Qualified Decommissioning
Trugst” agreement, been prepared?

Yes. Schedule 4 contains such a*comparative’ document. “ Strike-outs’ illustrate text contained
in the “ Second Amended and Restated Tax Quadified Decommissioning Trust” agreement that is
being diminated in the proposed “ Third Amended and Restated Tax Qudified Decommissoning
Trust” agreement. Shaded aress illustrate text that is not in the “ Second Amended and Restated
Tax Qudified Decommissoning Trust” agreement being added to the proposed “ Third Amended
and Restated Tax Qudified Decommissioning Trust” agreement.

Has the Company’s “1llinois Property Transfer Case” (Case No. EM-2001-233) been
resolved, such that the “exceptions’ to the approval of the trust agreement and
investment guidelines stated in Case No. EO-2001-245 can now be addressed and
reconciled?

Yes. The MPSC granted the Company’ s request to withdraw its application and closed Case No.
EM-2001-233 as of May 14, 2001. Itisno longer an open issue.

Please discussthe exceptions and concer ns noted by the MPSC in its Order in Case No.
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EO-2001-245, and describe how they have been resolved in the modified “ Third Amended
and Restated Tax Qualified Decommissioning Trust” agreement contained in Schedule
3.
The first exception involved arevison that was made to Article 11, Section 2.01 of the “ Second
Amended and Restated Tax Qudified Decommissoning Trust” agreement. In preparing the
proposed “Third Amended and Restated Tax Qudified Decommissioning Trust” agreement
presented in Case No. EO-2001-245, this section was revised as follows (underlined words were
added):
“Sdection of the invesment media for the invesment and reinvestment of the principd and
income of the Trust Fund shall be in the sole discretion of the Trustee, except for any portion
of the Trust Fund that may be subject to the ingtructions of the Company or of an additiona
investment advisor; provided, however, that investments shdl be so diversfied asto minimize
the risk of large losses unless under the circumstancesiit is clearly prudent not to do so; and
further provided that on the written request of the Company to retain cash, the Trustee shal
retain so much cash as shdl be specified in such request and shal be under no obligation to

invest the same as herein provided, and also that the Trustee in its discretion may retain cash
temporarily awaiting investment.”

The Office of Public Counsd (OPC) had concerns with the proposed change as they fdt
the Company may be atempting to interject itsdlf into the management of the fund' s investments
on aroutine, day-to-day basis. While one could congtrue this from the added trust agreement
language, this was never the Company’ s intent. The Company added thiswording &t the request
of the proposed trustee (BNY). The intent of the trust agreement isfor BNY to act as custodian
of the fund’ s assets; not as an investment manager. However, the trust agreement must contain
some condderation as to the responghbility for investment management in the event that an acting

investment manager would suddenly resign or otherwise become non-viable. Without the addition
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included in the proposed revison, this respongbility would fal soldy onthetrustee. BNY desires
to take investment direction from the Company up until the time that a new invesment manager has
been put into place, evidenced by an executed investment management agreement. The Company
has no intent of directing the specific, day-to-day investing of the fund’ s assets; but, it should have
the ability to take interim action in the event that an acting investment manager becomes unable or
unwilling to perform its duties.

In addition, the Company feds very strongly that it is within its fiduciary responghility to
edablish and implement generd, overdl invesment policies and practices which invesment
manager's (selected by the Company and approved by the MPSC) will carry out in their managing
of thefund' sassats. In fact, the Company believesthat it would be imprudent for it not to provide
this broad, generd oversight and adminigrative management of the trust fund.

In order to dleviate the concerns of the MPSC and OPC Staff and to define the parameters
of the Company’ s responsibility for developing and implementing overd| investment management
policies and practices, severd changes and additions were made to Article Il.  The “Third
Amended and Restated Tax Qudified Decommissoning Trust” agreement presented in Schedule
3 includes the changes made to Article Il addressing these issues. Schedule 4 contains a
comparative verson of the“Third Amended and Restated Tax Qudified Decommissoning Trust”
agreement relative to the “ Second Amended and Restated Tax Qudified Decommissoning Trust”
agreement, currently in effect, with additions identified by sheding and deletions identified by strike-
out lines.

The second exception involved the dimination of asentence in Article |, Section 1.01 of
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the “Second Amended and Restated Tax Qudified Decommissoning Trust” agreement. The

sentence being diminated read as follows.
“The anticipated decommissoning costs and expenses shal include al reasonable costs and
expenses incurred in connection with the entombment, decontamination, dismantlement,
remova and disposa of the structures, syslems and components of the Cdlaway Plant at the
time of decommissoning, incuding al expenses to be incurred in connection with the
preparation for decommissioning, such as engineering and other planning expenses, and to be
incurred after the actual decommissioning occurs, such as physical security and radiation
monitoring expenses, less proceeds of insurance, slvage or resale of machinery, congtruction
equipment or gpparatus the cost of which was charged as a decommissioning expense.”

The Company proposed diminating this sentence smply as an effort to “sreamlineg’ the
wording of the trust agreement. The foregoing sentence defines decommissioning costs and
expenses, and replicates the definition contained in Missouri statutes.  Since the proposed trust
agreement contains asection requiring it to adhere to dl gpplicable Sate laws, the Company felt that
this sentence was redundant and could be removed without affecting the intent of the document.

OPC expressed concern with the remova of this sentence. Given that the Company’ sonly
intent was to remove redundancies and to streamline the document, the smplest solution was to
reinsart the previoudy deeted sentence in the currently proposed version of the “ Third Amended
and Restated Tax Qudified Decommissioning Trust” agreement.

The final area of concern was a change madeto Article 111, Section 3.05 of the “ Second

Amended and Restated Tax Qualified Decommissioning Trust” agreement, as follows (added

wording is underlined, deleted wording is stricken out):

“3.05 In the event the Company sdlls or otherwise digposes of its ownership interest, or
any pa‘t thereof, in the Cdlawvay Plant the funds of the Trust shdl be dlstnbuted %e
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The Company dedired this change to avoid being forced by the terms of the trust agreement

to digribute the funds in the trust should the Company ever “dispose of itsinteret” in the Cdlaway
plant by trandferring it to an operating subgdiary. In such an evert, it would most likely be desirable
for the trust fund to remain in place and continue to be funded, in amanner determined a the time
of thetrander. Since the terms of the trust agreement require the Company to abide by any Orders
issued by any gpplicable regulatory bodies, and snce such regulatory bodies would dmost certainly
dipulate the handling of the decommissioning trust fund in the event of such atrander, it seemed
reasonable to the Company to remove the specific wording from the trust agreement and replace
it with the more genera language that could apply to any circumstances that may be encountered
upon digposition of the plant.

OPC expressed concern with this change, and again fdt that it could be problematic given
the restructuring taking place in the utility industry. After meeting with the MPSC Staff and the
OPC, amodification was made which was acceptable to dl of the involved parties. The“Third
Amended and Restated Tax Qudified Decommissoning Trust” agreement presented in Schedule
3 includes the changes made to paragraph 3.05. Again, the comparative verson of the “Third
Amended and Restated Tax Qudified Decommissioning Trust” agreement relative to the “ Second
Amended and Restated Tax Qualified Decommissoning Trust” agreement, presented in Schedule
4, illustrates the revisions with additions identified by shading and deletionsidentified by strike-out
lines
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What sections of the “ Second Amended and Restated Tax Qualified Decommissioning
Trust” agreement wererevised asa result of theNRC’sfinal rulefor Decommissoning
Trust Provisons?

Paragraphs 3.02 and 3.03 in the “ Third Amended and Restated Tax Qudified Decommissioning
Trust” agreement, presented in Schedule 3, contain the provisions necessary to comply with the
NRC find rule for Decommissoning Trust Provisons. Again, Schedule 4 contains a compardtive
verson of the “Third Amended and Restated Tax Qualified Decommissioning Trust” agreement
relative to the “ Second Amended and Restated Tax Qualified Decommissioning Trust” agreement,

currently in effect, with additions identified by shading and deletions identified by strike-out lines.

Are there any other parts of the “Third Amended and Restated Tax Qualified
Decommissioning Trust” agreement presented in Schedule 3 that are different than the
“Second Amended and Restated Tax Qualified Decommissioning Trust” agreement
currently in effect?

Yes. These other changes were aso presented as part of the proposed “Third Amended and
Restated Tax Qualified Decommissioning Trust” agreement presented in MPSC Case No. EO-
2001-245 and ICC Docket No. 00-0664. To the best of the Company’ s knowledge, no exception
was taken to these other changes by the ICC, the MPSC, nor the OPC; nor were they disputed
in the ICC nor in the MPSC Orders in that case. The other changes fdl generdly into two
categories. those changesto “clean-up” redundant, outdated or vague language in the agreement

or those changes of a*“legd” nature requested by BNY in order to enter into the agreement.
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Areany trustee fee changes associated with the trust agreement changesrequested by
thisfiling?
No. The “Schedule of Trustee Fees’ included as Attachment 1 to the “Third Amended and
Regtated Tax Qudified Decommissoning Trust” agreement that were approved by the MPSC in
Case No. EO-2001-245 will remain in effect until at least January 1, 2004.
Are any other regulatory commission approvals required for this trust agreement
revison?
Yes. The Company must dso obtain the gpprova of the Illinois Commerce Commission (ICC).
On Page 2 of its Order in Case No. EO-2001-245, the MPSC included a footnote that reads as
follows,
“AmerenUE faled to explain why the approva of its requests by the Illinois Commerce
Commission was hecessary.  Thus, this part of AmerenUE's pleading was not taken into
congderation by the Commission.”
The Company would like to address this comment and explain the basis for the necessity
of gpprova by the ICC. ThelCC, inits Order in Docket No. 88-0301, dated December 7, 1988,
made the following statement:
“The Commisson [ICC] is dso of the opinion that: (1) any dteration or amendment which
subgtantialy, significantly or materidly affects the Trust Agreements is subject to the prior
goprovd of the Commissor ....”
Thus, any trust agreement changes require the approva of both the MPSC and the ICC.
If one Commission gpproves a proposed revision and the other does not, as occurred with the

prior effort to revise the “ Second Amended and Restated Tax Quaified Decommissoning Trust”

agreement, the result isthat the proposed agreement cannot be entered into by the Company and
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the Trustee. For that reason, it is requested that the MPSC make its approval of the proposed
“Third Amended and Restated Tax Qudified Decommissoning Trust” agreement contingent upon
the Company obtaining corresponding approva from the ICC.
REQUEST FOR APPROVAL OF CHANGESTO THE
“INVESTMENT GUIDELINESFOR THE CALLAWAY PLANT

TAX QUALIFIED AND NON-TAX QUALIFIED NUCLEAR DECOMMISSIONING
TRUST FUNDS—EFFECTIVE JANUARY 1, 2001"

What investment guidelines are currently applicableto the trust fund’s assets?
The " Investment Guidelines for the Calaway Plant Tax Qudified and Non-Tax Qudified Nuclear
Decommissioning Trust Funds — Effective January 1, 2001” are currently in effect. Schedule 5
contains a copy of these guiddlines.
Please describe the manner in which the foregoing version of the investment guidelines
was approved and implemented.
The " Investment Guidelines for the Calaway Plant Tax Qudified and Non-Tax Qudified Nuclear
Decommissioning Trust Funds — Effective January 1, 1998” had been in effect prior to the
Company’ sfiling a proposed revision in MPSC Case No. EO-2001-245 and ICC Docket No.
00-0664. In addition to generd clarification and minor wording changes, the proposed revison
included the addition of the following paragraph to Article V, Section B:
“UE shdl monitor the actua equity dlocation vaue, and shdl direct the invesment manager(s)
regarding the appropriate actions to take to adjust the jurisdictiona sub-account to maintain the
targeted equity alocation, when necessary.”

The MPSC, in their Order in Case No. EO-2001- 245, approved the proposed investment
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guiddines with one exception, that being the disallowance of the foregoing added paragreph. As
with the exceptions that were taken to the trust agreement revisions, the MPSC Order indicated
that the foregoing exception would be “taken under advisement” until the resolution of the
Company’s lllinois property trandfer case (Case No. EM-2001-233) was resolved. Consequently,
the Company incorporated dl of the changes that had been gpproved by the MPSC and ICC (but
without the addition of the proposed paragraph to Article V, Section B) and proceeded to
implement the revised verson as the * Invesment Guidelines for the Callaway Plant Tax Qudified
and Non-Tax Qudified Nuclear Decommissioning Trust Funds — Effective January 1, 2001".
Why did the MPSC take exception to the proposed paragraph addition to the investment
guidelines?

This action was gpparently in response to OPC concerns that the added paragraph would grant the
Company the ability to “inject itsalf improperly in the management of the trus”.

Does the Company agree with this position?

No. Asdiscussed earlier regarding the proposed trust agreement revisons, the Company does not
intend, nor does it consider it gppropriate, to be involved in the specific, day-to-day investment
management of the trust fund’' s assets. However, the Company feds very strongly that it iswithin
its fiduciary responghility to establish and implement generd, overdl invesment policies and
practices which investment managers (sdected by the Company and gpproved by the MPSC) will
carry out in their managing of the fund's assats. In fact, the Company considers that it would be
imprudent for it not to provide this broad, generd oversght and adminigrative management of the

trust fund.
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What isthe Company proposing to reconcile this issue?

The Company met with the MPSC and OPC Staff, and came to an agreement that the primary
concern OPC had with the addition of the previoudy proposed paragraph was the fear that the
Company could begin directing the trustee to purchase specific securities; thus incurring excessve
risk. The Company never had any intention of doing this, o it was agreed that language would be
added to the investment guidelines to more specificdly ddineste the Company’s role in the
investment management process. Specificaly, the Company is proposing to revise Article IV of
the “Investment Guiddines for the Cdlaway Plant Tax Qudified and Non-Tax Qudified Nuclear
Decommissioning Trust Funds — Effective January 1, 2001” to read as follows (added wording is

underlined, deleted wording is stricken out):

“Day-to-day management of the trust funds shdl be the responghility of invesment

managers salected by UE. Nether UE nor its subsdiaries, affiliates or associates may
sarve asinvestment manager or otherwise engage in day-to-day management of the fund
or mandae individud investment decisons. The investment managers shdl be responsble
for the sdection of specific securities to invest in. UE shdl not direct any investment
manager to invest in any specific, individud securities, however, UE does retain the right
to ingtruct investment managers to not invest in certain securities, as it deems appropriae.”
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“UE shdl be respongble for esablishing and implementing generd, overdl invesment
policies and practices, incdluding, but not necessarily limited to:

1) The sdlection of trustees, investment managers, advisors, consultants, etc.;

2) The selection of dlowable asset categories,

3) The specification of asset alocations between asset categories,

4 The specification of asset dlocations between investment managers;

5) Directing contributions to selected asset categories / investment managers and
directing redlocations between asset categories/ investment managers.”

“The overd! invesment policies established by UE shdl be st forth in these written
investment guiddines. These investment guiddines shdl be reviewed and approved, as
required, by dl applicable federd and state requlatory authorities in accordance with all
federal and date laws and with dl orders issued by such gpplicable federd or dtate
regulatory authorities.”

“All indructions from UE to any other parties necessary to implement the overdl investment
policies and practices established by these investment guiddines shdl likewise be in
accordance with said guiddines and with dl federd and dtate laws and with dl orders
issued by applicable federa or state regulatory authorities.”

The origindly proposed paragraph to be added to Article V, Section B has been modified
to read asfollows:

“UE shdl monitor the actud equity alocation vaue, and shdl direct the investment manager(s)
regarding the appropriate actions to take to adjust the jurisdictiona sub-account to fal within
the targeted equity dlocation, when necessary.  As dated in Section 1V, the investment
managers shdl be respongible for the sdlection of specific securitiesto invest in. UE shdl not
direct any investment manager to invest in any specific securities.”

A complete copy of the revised investment guidelinesis included as Schedule 6.
Please provide an annotated copy of the proposed “Investment Guidelines for the
Callaway Plant Tax Qualified and Non-Tax Qualified Nuclear Decommissioning Trust

Funds— Effective " showing the wor ding that has been deleted and added

relativeto the” Investment Guideinesfor the Callaway Plant Tax Qualified and Non-Tax
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Qualified Nuclear Decommissioning Trust Funds— Effective January 1, 2001".
Schedule 7 contains such a* comparative’” document. “Strike-outs’ illudirate text contained in the
current “Investment Guidelines for the Calaway Plant Tax Qudified and Non-Tax Qudified
Nudear Decommissoning Trust Funds — Effective January 1, 2001 that are being diminated in the
proposed “Investment Guiddines for the Cdlaway Plant Tax Qudified and Non-Tax Qudified
Nuclear Decommissioning Trust Funds — Effective ", Shaded aressilludrate text
that is not in the current investment guiddines but is added to the proposed verson.
Are any other regulatory commission approvals required for this revison to the
investment guidelines?
Yes. The Company must also obtain the gpprovad of the ICC. Although the Company has
atempted to segregete the criteria contained in the investment guiddines by jurisdiction, the change
inArticdlelV proposed in thisfiling is generic to dl of the jurisdictions.
The ICC, in its Order in Docket No. 93-0300, dated December 15, 1993, made the

following Satement:

“It isfurther ordered that said authorization and consent by the Commission is granted on the

condition that investment and reinvestment of the assets of Union Electric Company’s tax

qudified and non-tax qudified trusts shdl be made pursuant to the guidelines provided in

Appendix A attached to thisorder. Any dteration which materidly affects these guiddinesis

subject to the prior gpproval of the Commission.”

Thus, the proposed change to the investment guidelines requires the gpprova of both the

MPSC and the ICC. If one Commission gpproves a proposed revison and the other does not,

the Company will be unable to implement the investment guiddines until the differences are resolved

between both Commissions. For that reason, it is requested that the MPSC make its gpprova of
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the requested change in the invesment guidelines contingent upon the Company obtaining

corresponding approval from the ICC.

NOTIFICATION OF CHANGESIN THE NAME OF THE TRUST FUND’S

EQUITY INVESTMENT MANAGER

ASA RESULT OF RECENT MERGERSIN THE BANKING INDUSTRY

Please describe the change in equity investment manager’s name that has occurred.
Missssppi Vdley Advisors (MVA), theorigind equity invesment manager for the trust fund, was
added on July 10, 1992 as an additiona investment manager for the trust fund. MVA was a
subsidiary of Mercantile Bank, which was subsequently acquired by Firstar. On February 29,
2000, MVA was merged into the Firdar investment management subsdiary with “Firdar
Investment Research & Management Company, LLC” (FIRMCO) as the surviving entity. The
invesment management agreement and fee structure in place with MV A remained in place under
FIRMCO. Essntidly, the change wasin name only. The MPSC was natified of this changein my
direct testimony submitted in connection with Case No. EO-2001-245.

In February, 2001, Firstar Corporation merged with U.S. Bancorp, a bank holding
company. Consequently, FIRMCO became awholly owned subsidiary of U.S. Bancorp. U.S.
Bancorp aso owns “U.S. Bank Nationd Association”, which owned “First American Assat
Management, Inc.” (FAAM). On May 1, 2001, FIRMCO and FAAM were consolidated into
anewly created organization, “U.S. Bancorp Piper Jaffray Asset Management, Inc.”
(USBPJAM), which was awholly-owned subsidiary of U.S. Bank Nationd Association. The
“Piper Jaffray” portion of the name was dropped in December, 2001, and thetitle “U.S.
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Bancorp Asset Management, Inc.” (USB) was adopted. The investment management
agreement and fee dructure origindly in place with MV A continues to remain in place under the
surviving company, USB.

SUMMARY
Isthere any affiliation of interest between Union Electric Company and BNY ?
No.
On what date does the Company desire to make the revised trust agreement and
investment guidelines effective?
As the Company was able to proceed with the change in trustees through appointing BNY asa
successor trustee under the existing * Second Amended and Restated Tax Qudified
Decommissioning Trust” agreement, expedited trestment is not being requested for gpprova of
the documents presented in thisfiling. The Company, the trustee and the investment managers
will Sgn the revised trust agreements and investment guidelines, as gppropriate, and make them
effective following receipt of the required approvas from both the MPSC and the ICC. The
trust agreement changes required by the NRC fina rule for Decommissoning Trust Provisionsis
required to be effective by December 24, 2003. Consequently, dthough the Company is not
seeking expedited treatment, MPSC action is requested within such atime frame so asto be
able to meet thislegd deadline.
In summary, what does the Company seek from the MPSC?
The Company is requesting that the MPSC:

1) Approvethe “Third Amended and Restated Tax Qualified Decommissioning Trugst” agreement
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between the Company and BNY, in the form of Schedule 3;

2) Approve the “Invesment Guidelines for the Cdlaway Plant Tax Quaified and Non-Tax
Quadlified Nuclear Decommissioning Trust Funds, Effective " (to be effective as of
the date the document is signed, following receipt of MPSC and ICC agpprovd); in the form
of Schedule 6; and

3) Acknowledge the change in equity investment managers from Frgar Investment Research &
Management Company, LLC (FIRMCO) to U.S. Bancorp Asset Management, Inc. (USB).

Does this conclude your testimony?

Yes, it does.

-22-



