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I. INTRODUCTION

PLEASE STATE YOUR NAME AND EMPLOYMENT POSITION.
My name is John J. Reed, and I am Chairman and Chief Executive Officer of
Concentric Energy Advisors, Inc. and CE Capital Advisors, Inc. (together

“Concentric™).

ON WHOSE BEHALF ARE YOU TESTIFYING?
I am submitting this rebuttal testimony on behalf of Union Electric Company d/b/a
Ameren Missouri (“Ameren Missouri” or the “Company™) in this proceeding before

the Missouri Public Service Commission (“MoPSC” or the “Commission™).

PLEASE DESCRIBE YOUR EXPERIENCE IN THE ENERGY AND UTILITY
INDUSTRIES.

1 have more than 38 years of experience in the energy industry, and have worked as
an exccutive in, and consultant and economist to, the energy industry for the past
30 years. Over the past 26 years, | have directed the energy consulting services of
Concentric, Navigant Consulting and Reed Consulting Group. 1 have served as Vice
Chairman and Co-CEO of the nation’s largest publicly-traded consulting firm and as
Chief Economist for the nation’s largest gas utility. I have provided regulatory policy
and regulatory economics support to more than 100 energy and utility clients and

have provided expert testimony on regulatory, economic and financial matters on
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more than 150 occasions before the FERC, Canadian regulatory agencies, state utility
regulatory agencies, various state and federal courts, and before arbitration panels in
the United States and Canada. My background is presented in more detail in

Schedules JIR-R1 and JJR-R2,

PLEASE DESCRIBE CONCENTRIC’S ACTIVITIES IN ENERGY AND
UTILITY ENGAGEMENTS,

Concentric provides regulatory, economic, market analysis, and financial advisory
services to a large number of energy and utility clients across North America. Our
regulatory and economic services include regulatory policy, utility ratemaking (e.g.,
cost of service, cost of capital, rate design, alternative forms of ratemaking) and the
implications of regulatory and ratemaking policies. Qur market analysis services
include energy market assessments, market entry and exit analyses, and energy
contract negotiations. Our financial advisory activities include merger, acquisition
and divestiture assignments, due diligence and valuation assignments, project and

corporate finance services, and transaction support services.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS
PROCEEDING?

My rebuttal testimony is divided into two separate sections. In the first section, I
respond to the recommendations made by Greg Meyer on behalf of the Missouri
Industrial Energy Consumers to adjust the Company’s revenuc requirement by
disallowing the amortization on certain regulatory assets, which would reduce

Ameren Missouri’s proposed revenue requirement by $51.8 million.
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In the second section, 1 respond to the recommendations made by Dale W.
Boyles on behalf of Noranda Aluminum, Inc. (“Noranda™) to medify Noranda’s
current rate structure for electricity service at its aluminum smelter in New Madrid,
Missouri. I also respond to certain aspects of the testimony filed by Maurice
Brubaker on behalf of Noranda as it relates to his comparison of the impact on
Ameren Missouri’s ratepayers (other than Noranda) as a result of the proposed new
rate structore, as compared to the impact on other customers were the Noranda

smelter to shut down and cease taking electric service.

II. RESPONSE TO MISSOURI INDUSTRIAL ENERGY CONSUMERS’
PROPOSAL TO DISALLOW AMORTIZATION ON CERTAIN
REGULATORY ASSETS

WHAT IS THE PURPOSE OF THIS PORTION OF YOUR REBUTTAL
TESTIMONY?

The purpose of this section of my rebuttal testimony is to respond to the
recommendations made by Greg Meyer on behalf of the Missouri Industrial Energy
Consumers to adjust the Company’s revenue requirement by disallowing the
amortization on certain regulatory assets, which would reduce Ameren Missouri’s
proposed revenue requirement by $51.8 million. The specific recommendations that
Mr. Meyer has made that [ address are:

e Disallowance of $33.7 million of deferred expenses associated with solar rebates;
s Disallowance of $7.1 million of accumulated costs under the lost fixed cost

accounting authority order (“AAO”);
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Disallowance of vegetation management deferred expenses from August 2012
through October 2014, resulting in a decrease in revenue requirements of
$0.7 million; and

Disallowance and elimination of amortizations of energy efficiency and
Fukushima Study costs, resulting in $0.6 million and $0.1 million reductions in

the revenue requirement.

HOW IS THIS PORTION OF YOUR REBUTTAL TESTIMONY

ORGANIZED?

This portion of my rebuttal testimony is organized as follows:

In Section A, 1 provide a summary of my primary conclusions as it pertains to
Mr. Meyer’s testimony and recommendations;

In Section B, I provide an overview of Mr. Meyer’s testimony and summarize
what I understand to be the rationale for his position. 1 highlight the primary
areas where Mr. Meyer’s recommendations are at odds with fundamental
regulatory principles, prior Commission decisions, and good regulatory policy.

In Section C, I provide an assessment of Mr. Meyer’s testimony and proposed
recommendations. I consider his recommendations in the context of regulatory
policy and regulatory decisions in Missouri and in North America. [ review
Ameren Missouri’s earnings history, and provide my assessment of whether
Ameren Missouri’s history can be characterized as excessive and outside of
ratemaking norms. Lastly, [ review the accounting requirements for booking a

regulatory asset, discuss the policy-related concerns that arise from Mr. Meyer’s



16

17

i8

i9

20

21

22

23

Rebuttal Testimony of

John J. Reed

Q.

A.

proposal and explain why such a proposal should be rejected on the basis of sound
ratemaking and accounting principles.

Finally, in Section D, I provide my conclusions.

A. KEY CONCLUSIONS

WHAT ARE YOUR KEY CONCLUSIONS?

My key conclusions are:

Mr. Meyer’s views with respect to “good” and “bad” regulatory policy are
completely unfounded and unprecedented, viclate numerous ratemaking
principles and violate (recently reiterated) MoPSC decisions and should be
rejected by the Commission;

Mr. Meyer’s views regarding Ameren Missouri’s past “overcarnings” are
identical to those that he presented to the MoPSC in the Noranda overearnings
complaint case (File No. EC-2014-0223), which were fully rejected by the
Commission in that case.

Mr. Meyer’s proposal to reduce Ameren Missouri’s rates by $51.8 million is not
supported by consistent or reliable analyses. His analysis of recent earnings
levels relies upon unadjusted earnings surveillance reports, which the
Commission has already stated are unsuitable for the purpose of establishing
rates, and do not necessarily indicate that a utility is “overearning™;

Mr. Meyer vastly understates the effects of his recommendations. The
disallowances he proposes would result in far larger and sustained losses to the
utility by disallowing the full regulatory asset principal balances and not simply a

single year’s regulatory asset amortization;
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There are stringent accounting requirements for the creation of regulatory assets.
To arbitrarily write off such amounts would call the utility’s accounting practices
and reported financial statements into question;

Regulators across North America have recognized that the ratemaking process
will lead to a certain degree of variation in a utility’s earned returns, both above
and below the allowed cost of capital used to set rates; there is nothing surprising
or troubling by the fact that this occurs, and it has never been the basis for a
disallowance of regulatory assets;

Ameren Missouri’s earnings performance over the past 20 years is not unusual or
requiring of a new ratemaking construct;

Mr. Meyer’s objections to Ameren Missouri’s recent earnings are short-sighted,
biased, inequitable and opportunistic because he has failed to consider periods of
carnings above and below the cost of capital; and

Mr. Meyer could have proposed a reasonable earnings sharing mechanism or
ROE “collar” for forward-looking rates, but he has chosen not to do so; if the
Commission shares any of Mr. Meyer’s concerns regarding the range of Ameren
Missouri’s earnings on a prospective basis, the issue should be addressed
prospectively, not through an attempt to use past carnings levels to determine

future rates.
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B. OVERVIEW OF MR. MEYER’S TESTIMONY

PLEASE SUMMARIZE THE TESTIMONY AND RECOMMENDATIONS
PUT FORTH BY MR, MEYER,

Mr. Meyer recommends that approximately $51.8 million of the Company’s revenue
requirement be disallowed on the basis of claimed “overearning,” by either
climinating or disallowing regulatory asset amortization from recovery in the
Company’s revenue requirement. Mr. Meyer provides a table of reported monthly
earnings alleging that Ameren Missouri has reported significant revenues above its
authorized return from August 2012 through September 2014, and that in only three
periods did it earn less than its authorized return. Mr, Meyer explains that the basis of
his adjustment is that he believes it is “bad regulatory policy and unfair to consumers
to allow a utility to defer certain costs and collect those costs in a future ratemaking
proceeding if the evidence shows that the utility has earned above its authorized rate
of return on equity during the period of the expense deferral.”’ Mr. Meyer argues
that past “reported over-earnings can absorb these deferred costs and still result in

over-earnings.”’

He states that ““it is not fair to allow a utility to carn excessive
profits while deferring expenses when those expenses could be recorded when paid

and still allow a utility to carn at or above its authorized rate of return.”

Direct Testimony and Schedules of Greg R. Meyer on behalf of Missouri Industrial Energy Consumers,
Case No. ER-2014-0258 (December 3, 2014) at 14,

> Ihidat 27,

> fhidat 4.
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Q.

PLEASE DESCRIBE YOUR PRIMARY AREAS OF DISAGREEMENT WITH
MR, MEYER,

First, 1 take issue with Mr. Meyer’s view of “good” and “bad” regulatory policy.
Those views are identical to those he presented in the Noranda earnings complaint
case (File No. EC-2014-0223) and have already been ruled upon and rejected by this
Commission on the basis of sound ratemaking principles. Mr, Meyer fails to
acknowledge that the regulatory assets that he proposes to disallow represent
deferrals that were authorized by the Commission, and are prudently incurred costs
carried out in the provision of utility service for which the utility is entitled to a
reasonable opportunity for recovery. Further, he fails to acknowledge that the
accounting criteria for booking regulatory assets is based on regulatory authority to
capitalize the asset in the first place. To disregard this regulatory authority and
propose to arbitrarily write-off these regulatory assets, despite management’s
expectation of cost recovery, would call into question the entirety of Ameren
Missouri’s asset value.

The analysis Mr. Meyer presents is clearly flawed. It suffers from the same
shortcomings as the Commission found in the Noranda Afuminum earnings complaint
case, f.e. that book carnings could not be compared directly to an authorized return,
due to factors such as weather, etc. which may have a material impact on those
numbers.  Further, the impact of his proposals would not be limited to the
amortization amounts that Ameren Missouri has proposed for inclusion in the test
year revenue requirement, but in some cases he proposes to eliminate the regulatory

asset balance - a much larger adjustment than one period’s amortization expense.
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Lastly, it is widely recognized that utilities can and will achieve periods of earnings
that are above and below the cost of equity target that was used to set its rates, and
that this target is neither a ceiling nor a floor on utility earnings. Mr. Meyer’s
analysis is completely one-sided and does not acknowledge the 5-year period of
consistent and material “underearning” that oceurred at Ameren Missouri from 2007-
2012. Tt also fails to acknowledge the disconnect between raw surveillance reports
and a utility’s normalized earnings as reflected in its revenue requirement at a given
point in time. The Commission recognized at the time of the Company’s last rate

i

case that even though its raw surveillance reports showed “overearnings,” in fact
during the same period, the Company’s revenue requirement was too low by
$266 million, In the current case, while surveillance results show earnings above the

target return used to last set rates, the other parties’ revenue requirement analyses also

suggest that rates are currently too low.

C. ASSESSMENT OF MEYER’S RECOMMENDATIONS

WHAT EXACTLY IS A REGULATORY ASSET AND HOW DOES IT
ARISE?

Regulatory assets, and deferral and variance accounts, are widely used in utility
regulation to capture prudently incurred costs or lost revenues for future rate
recovery. Oftentimes, regulatory asset accounts are established to capture variances
in operating expenses from amounts established in rates, where cost levels may be
less predictable, subject to change by regulatory policy or legislation, where costs are
mandated by statute or rule (e.g., solar rebates), or where potential non-recovery of

costs would create incentives contrary to public policy. The Commission must
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approve the regulatory asset treatment, which provides the utility recovery in rates
through amortization expense, much like the utility recovers the costs associated with

net plant through its depreciation expense.

WHAT ARE THE REGULATORY ASSETS THAT MR. MEYER PROPOSES
TO DISALLOW?

Mr. Meyer proposes to disallow all costs paid by the utility to customers
($33.7 million of test year amortization) for solar rebates, arguing that customers have
already provided recovery of those costs through existing rates, ie., through the
“excess earnings” he alleges occurred in the August 2012 to September 2014 period,
Ameren Missouri witness Lynn M. Barnes discusses this amortization further in her
rebuttal testimony. In addition, Mr. Meyer wants to write off the regulatory asset
balance for the Lost Fixed Cost Accounting Authority Order of $35.6 million, for
which the current period amottization amounts to $7.1 million. He claims this
accounting order does not recover lost fixed costs but unnecessarily adds
“ungenerated revenues” to utility rates and he proposes to disallow the entire balance.
These costs represent the fixed costs that Ameren Missouri failed to recover from its
largest customer, Noranda, due to the effects of an extraordinary ice storm which
damaged Noranda’s smelter and resulted in curtailed service to the smelter for a
period of 14 months. Ms. Barnes also discusses this amortization further in her
rebuttal testimony. Mr, Meyer also proposes to disallow the deferred expenses
incurred from August 2012 through October 2014 for vegetation management
($3.1 million) for which the current period amortization is $0.7 million, since these

expenses were deferred during the period of alleged excess earnings. He also

1]
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proposes to reduce the annual spending level for vegetation management and to do
away with the associated tracker. Last among the proposals that 1 will address,
Mr. Meyer proposes to disallow expenditures accumulated in 2014 for energy
efficiency costs ($3.5 million) and Fukushima Stady costs ($0.9 million) that were to
be amortized over a 6 and 10 year period, respectively, resulting in an annual
disallowance of $0.6 million and $0.1 million, respectively. Ameren Missouri
witness Laura Moore also addresses these amortizations in her rebuttal testimony. In
all of these cases, Mr. Meyer has raised no challenge to Ameren Missouri’s position
that these costs were prudently incurred or expended for the provision of utility
service. In each case, these costs have been permitted deferral accounting treatment
and have either been allowed recovery of the regulatory asset through amortization,
or have been reserved for ratemaking consideration in the present rate case.’
Mr. Meyer recommends that the Commission deny recovery of these costs on the
grounds that the Commission should offset these unrecovered assets with a recapture

of Ameren Missouri’s past “excessive” earnings.

WHAT ARE THE CRITERIA FOR CAPITALIZING A REGULATORY
ASSET?

The Financial Accounting Standards (“FASB 71”) provides that “an enterprise shall
capitalize all or part of an incurred cost that would otherwise be charged to expense if

both of the following criteria are met: a) it is probable that future revenue in an

[ note that the Lost Fixed Cost deferral account has been capitalized as a regulatory asset prior to the
Commission’s determination on the ultimate ratemaking treatment of that asset. However, the Commission
has ruled that these lost revenues are eligible for treatment under an Accounting Authority Order, and the
Appellate Court has recently upheld this nding. I also note that the company has represented that the
booked regulatory asset amount has been fully reserved in its financial statements pending determinative
ratemaking {reatiment by the Commission in the present rate proceeding.

i
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amount at least equal to the capitalized cost will result from inclusion of that cost in
allowable costs for rate-making purposes; b) based on available evidence, future
revenue will be provided to permit recovery of the previously incurred cost rather

than to provide for expected levels of similar future costs.”

Said another way, the
accounting criteria require that recovery in rates is 1) probable, and 2) that past
regulatory practice supports the probability of future recovery of the specific deferred

COSts.

DO YOU AGREE WITH THE STATED DOLLAR IMPACT OF
MR. MEYER’S ANALYSIS?

No, I do not. Mr. Meyer’s analysis comparing the amounts of his recommended
disallowances to prior “overearnings” is clearly flawed. The impact that his
proposals would have is not limited to the amounts that Ameren Missouri has
proposed for inclusion in the test year revenue requirement. Mr. Meyer’s proposal
would result in the write-off of entire principal amounts of these regulatory assets, by
making their recovery highly questionable. By capitalizing these costs as regulatory
assets on its balance sheet, the utility management represents to the financial
community that the net capitalized regulatory asset meets the accounting criteria for
capitalization. A decision by the MoPSC to adopt Mr. Meyer’s proposed standard,
even for one rate case, would seriously undermine the “probability of recovery”
requirement for creating a regulatory asset and would call into question the value of
all of the utility’s regulatory assets and the reliability of the Commission’s

authorizations for the creation of regulatory assets.

H

FASB 71, General Standards of Accounting for the Effects of Regulation, Par, 9
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Q.

DOESN’T THE MOPSC HAVE DISCRETION AS TO WHETHER OR NOT
TO ALLOW RECOVERY OF REGULATORY ASSETS?
Yes, it does, and 1 recognize that the authorization to create a regulatory asset does
not guarantee that this asset will be recovered in future rates. There are specific
conditions that mwust be met in order to satisfy the regulatory standards for the
inclusion of regulatory assets and their associated amortization in the utility’s revenue
requirement. This has been noted by the Commission when it has authorized
accounting orders and deferrals that have led to the creation of regulatory assets.®

Those conditions are premised on adherence to the prudent investment
standard, and whether the cost was reasonably incurred to provide utility service and
eligible for deferral under the Commission’s authorizations. Missouri adheres to the
standard which provides that a utility is entitled to a reasonable opportunity to recover
costs that satisfy these prudence standards.” The conditions for disallowance were
recently reiterated in Atmos Energy Corp. v. Office of Public Counsel, where the
court stated:

In order to disallow a utility’s recovery of costs from its ratepayers, a

regulatory agency must find both that (1) the utility acted imprudently
[and] (2) such imprudence resulted in harm to the utility’s ratepayers.®

I recognize that the passage excerpted above relates to recovery of expenses in

a test year cost of service; however, it is equally applicable to the recovery of any

A relevant Commission decision regarding AAO’s is fn Re Missouri Public Service, 129 P.U.R.4th 381
(Mo. P.S.C. 1991). That order, like other Commission orders respecting AAQs, indicated that the AAO
decision was not a decision on the recovery of the deferred sums,

Assoc. Nat. Gas v PSC Mo 954 S.W.2d 520 (1997), HI. [5-7] “The PSC has employed a “prudence”
standard to determine whether a utilty’s costs meet this statutory requirement. [ a utility’s costs satisfy the
prudence standard, the utilitiy is entitled to recover those costs from its customers.”

Atmos Energy Corp. v. Oflice of Public Counsel, 398 S.W.3d 224 (2012), referencing Assoc. Nat. Gas v
PSC Mo 954 S,W.2d 520 (1997)
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class of assets, including regulatory assets. Like the recent Noranda complaint case,
there has been no claim of imprudence by any party, and these deferrals were clearty
incurred to provide utility service,

Mr. Meyer presents essentially the same case for relief that he presented in the

Noranda Aluminum complaint case. In that decision, the Commission made the
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following observation with respect to prudence:

money back or to disallow cost recovery to offset past “excess earnings,
way to appropriately address Mr, Meyer’s concerns in regards to “excess earnings” is
through a prospective cost of service study which establishes new rates at just and
reasonable levels, based on a fair rate of return, or through a prospective ratemaking

mechanism designed to share future “cxcess” earnings with customers and to provide

In evaluating the complaint, the first thing that must be understood is
that no one has shown, and indeed, no one has alleged, that Ameren
Missouri has done anything wrong., Ameren Missouri has simply
charged its customers the electric rates the Commission authorized it
to charge in its last rate case. Although the parties, and this order,
speak of overearnings, doing so is just a shorthand way of describing a
situation where the utility is earning more from its rates than was
anticipated when those rates were established. If a company is
overearning, or underearning, the Commission may need to adjust
future rates to correct the imbalance. But the Commission cannot order
Ameren Missouri to “pay the money back™ by refunding past
overearnings, nor can it allow the utility to collect past underearnings
from its customers.”

As the MoPSC stated, the Commission cannot require the company to pay the

2

for the recovery of earnings shortfalls.

9

Public Service Cominission of Missouri, Report and Order, File No. EC-2014-0223, Issued October 1,

2014 at 18.

The only
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Q.

YOU SAID REGULATORY ASSETS ARISE FROM DEFERRED
OPERATING  EXPENSES; CAN THESE BE CONSIDERED
“INVESTMENTS” FOR RATEMAKING PURPOSES?

Absolutely. Regulatory assets are investments, are intended to be recovered over a
defined amortization period, and are frequently granted the same return as
investments in plant or equipment. From an investor’s perspective, an “investment”
is made when cash is expended and recovery of the expenditure is made over time.
Whether the expenditure is classified on the books as a plant asset, or as a regulatory
asset, it represents a real cost (either as an expenditure or foregone revenues).

Once regulatory asset treatment is granted by the Commission, regulatory
assets are subject to the same standards of recovery as other invested capital that is
recoverable for ratemaking pwrposes. In considering Mr. Meyer’s position, the
Commission should ask how receptive it would be to a proposal to disallow cost
recovery of an investment in poles, transformers and switchgear based on a claim that
the investment in these physical assets had been made by ratepayers, through past
“excess carnings,” rather than by investors through capital contributions or retained
earnings. In terms of both its logic and its effect, this proposal is identical to that
being made in this case by Mr. Meyer, i.¢., he claims that cost recovery for regulatory
assets should be denied because of the utility achieving a level of past earnings, for
one period of time, that was arguably above its cost of capital. [f the utility had no
regulatory assets, what would become of Mr. Meyer’s recommendation? Would it
then apply to physical assets? Why should regulatory assets be any more susceptible

to a prospective disallowance than physical assets? The short answer to this question
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is that they shouldn’t be, and by evaluating Mr. Meyer’s proposal in this light, we can
see that he is quite clearly trying to recoup past earnings to be used as an offset to

future rates.

DO OTHER NORTH AMERICAN REGULATORY COMMISSIONS
ADHERE TO THESE SAME RATEMAKING PRINCIPLES FOR
REGULATORY ASSETS?

Yes. They do. Concentric’s regulatory research could find no prior case in which a
regulatory asset treatment was approved by a Commission and then subsequently
disallowed for recovery for any reason other than prudence, reasonableness of the
cost, or eligibility for inclusion in the approved deferral mechanism. As is the case in
Missouri, imprudence is the primary basis that has been used for disallowance of a
regulatory asset, which is the same standard that is routinely applied to investments in

physical assets or to operating expenses.

IN NORTH AMERICAN REGULATORY PRACTICE, HAVE THERE BEEN
CASES WHERE THE RECOVERY OF REGULATORY ASSET BALANCES
HAS BEEN BASED ON PAST EARNINGS LEVELS?

No, I am nof aware of any instance where regulatory asset recovery was considered or
rejected based on past earnings levels. The entire concept of setting future rates
based on past levels of earnings has been rejected by many regulators and courts, and
notably by the MoPSC and Missouri courts. In the MoPSC’s recent Order deciding
the Noranda earnings complaint, the Commission correctly identified that the
consideration of past earnings levels when establishing future rates violates the

prohibition against retroactive ratemaking. In that decision, the MoPSC reiterated its

16
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adherence to this fundamental ratemaking standard and its commitment to setting
rates prospectively. The Commission stated:
Rate making is designed to be forward looking, The goal is to choose a
representative test year to estimate what costs will be when rates are in
effect, not to make adjustments for past earning levels. The practice of
setting future rates to adjust for past earning levels [Stare ex rel
Soutinvestern Bell Tele. Co. v. Pub. Serv. Commt’n, 645 S W.2d 44, 48
(Mo. App. W.D. 1982)] is condemned as retroactive ratemaking that
would deprive either the utility or its customers of their property

without due process [State ex rel. Util. Constumers Council of Mo, Inc.
v. Pub. Serv. Comm’n, 585 S.W.2d 41, 58 (Mo. banc 1979)]."°

The Commission’s stance against retroactive ratemaking is not new. In 2007,
the MoPSC found that to allow the amortization of past tax refunds into future rates
would constitute retroactive ratemaking and should be rejected.!’ North American
regulatory practice strictly adheres to the prohibition against retroactive ratemaking.
Otherwise, rate schedules would become unreliable, and neither customers nor utility
companies would be able to rely on their stated rates as the basis for consumption

decisions, investment decisions and financial reporting.

PLEASE DESCRIBE MR. MEYER’'S VIEWS ON “GOOD” AND “BAD”
REGULATORY POLICY AND HOW THEY ALIGN WITH ESTABLISHED
NORTH AMERICAN REGULATORY PRACTICE.

Mr. Meyer’s views on what constitutes “good” or “bad” regulatory policy are
squarely at odds with established regulatory practice across North America.
Regulatory policy supports the creation of regulatory assets for deferred costs where

cost levels may be unpredictable, subject to change by regulatory policy or

Atmos Energy Corp. v Office of Public Counsel, 398 S.W.3d 224 (2012), referencing Assoc, Nat. Gas v,
PSC Mo 954 S.\W.2d 520 (1997).

Missowrl Gas Energy, a Division of Southern Union Company, Case No. GR-2006-0422, Twift Iile No.
Y G-2006-0843, Missouri Public Service Commission (March 22, 2007).
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legislation, are mandated by statute or regulation and where potential non-recovery of
costs would create incentives that are contrary to public policy. In the case of the
Lost Fixed Cost AAO deferral, the Commission has recounted. the criteria necessary
for deferral account treatment, stating that items eligible for deferral are “material,”
“extraordinary” and not recurring. In addition the Commission indicated that
revenues not collected by a utility to recover its fixed costs alse qualify for deferral
under specific circumstances. 2 Regulatory policy supports recovery of prudently-
incurred deferred costs. Mr. Meyer’s proposals would undermine sound regulatory
policy and create a distinct and inequitable asymmetry in the handling of regulatory
assets (no one is suggesting enhanced recovery for periods when earnings were befow
authorized levels). Mr. Meyer’s position creates an opportunistic means to recapture
past earnings and would effectively ensure that on a sustained basis, a utility would

not have a reasonable opportunity to be able to recover its cost of capital.

HOW DID THE COMMISSION ADDRESS THE “OVEREARNING”
ARGUMENTS PUT FORTH BY MR. MEYER IN THE NORANDA
COMPLAINT CASE?

It rejected them. Mr. Meyer’s views regarding Ameren Missouri’s. past
“overearnings” and “double recovery” of costs are virtually identical to the positions

he took in the Noranda complaint case that were rejected by the MoPSC. His entire

MoPSC Report and Order, File No. EU-2012-0027 (November 26, 2013) Conclusions of Law. [ note that
this Order provided for deferred recording for accounting purposes to preserve amounts for consideration
when setting rates. The ratemaking treatment will be subsequently decided in the present case. I note that
in past AAQ cases, e.g,, EU-2008-0141 (May 10, 2008), the Commission altowed recovery of the deferred
amounfs over a 5 year period. That Order expressly stated that the Commission made no inference as to
prudence or reasonableness of amounts, and preserved the Commission’s right to “consider the recovery of
[those] costs in a tufure rate case, the ratemaking treatment of the deferred costs and any assertion
regarding the deferred expenses made by parties in AmerenUE’s next rate case.”
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premise is that the MoPSC uses rate cases to establish an authorized level of earnings
and no more; " this is simply wrong. The Commission specifically explained the flaw
in Mr, Meyer’s position in its recent Order in the Noranda complaint case. The
Commission stated:
The Commission only sets the rates that Ameren Missouri, or any
other utility, may charge its customers. It does not determine a
maximum or minimum return the utility may earn from those rates.
Sometimes, the established rate will allow the utility to earn more than
was anticipated when the rate was established. Sometimes, the utility
will earn less than anticipated. But the rate remains in effect until it is
changed by the Commission and so long as the utility has charged the
authorized rate, it cannot be made to refund any “overearnings”, nor

can it be allowed to collect any “underearnings” from its customers.
[Straube v. Bowling Green Gas Co., 227 S.W.2d 666 (Mo. 1950)] 4

Clearly the Commission anticipates that there will be periods of underearnings
as well as periods of overearnings. As the Commission has clearly stated, so long as
rates are in effect and the utility is charging the authorized rate, it cannot be made to
refund any overearnings, which is essentially the regulatory outcome Mr. Meyer is

secking.

HAS MR. MEYER CONTINUED TO USE UNADJUSTED BOOK EARNINGS
IN HIS CALCULATION OF PAST “OVEREARNINGS” DESPITE THE
COMMISSION’S FINDING IN THE NORANDA COMPLAINT CASE THAT
BOOK EARNINGS CANNOT BE USED FOR THIS PURPOSE?

Yes. Mr. Meyer’s calculations of past “overearnings” suffer from the same

shortcomings as the Commission found in the Noranda complaint case. The

Mr. Meyer ignores that utilities also carn less than they were “authorized” to earn,
Public Service Commission of Missourl, Report and Order, File No. EC-2014-0223, Issued October 1,
2014, at 18.
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Commission found that book earnings reported in surveillance reports were not

suitable to make a determination regarding whether a utility is “overearning.” Once

again, factors such as weather have a material impact on these numbers.

Comumission stated:;

However, it is important to understand that the earnings levels reported
in the surveillance reports are actual per book earnings of the utility
and cannot be compared directly to an authorized return on equity to
determine whether a utility is overearning. Actual per book earnings
are often computed differently than earnings used for the purpose of
establishing rates. When setting rates, the Commission looks at
“normal” levels of ongoing revenues and expenses, while book
earnings can be affected by abnormal, non-recurring and extraordinary
events. A good example of this is the weather,

... The Commission sets a utility’s rates on the assumption that weather
will be normal. But, of course, we all know that Missouri weather is
seldom normal....

...As a result, a single year of data needs to be normalized to remove
the effect of abnormal weather before it can be used to set rates.
Weather is only one of many items that must be adjusted or
normalized when setting rates. 15

The

Without the full suite of normalization adjustments, such as weather

normalization, adjustments for known and measureable changes, etc., it is impossible

to know whether a utility’s rates are above or below a reasonable fevel, or whether its

earnings are outside a normal range of variation.

HAVE MR. MEYER’S ANALYSES IDENTIFIED EARNINGS FOR AMEREN

MISSOURI THAT ARE OUTSIDE OF RATEMAKING NORMS?

No. Mr. Meyer acknowledges that Ameren Missouri’s earnings have been up and

down for the entire period from August 2012 to September 2014, His analysis shows

15

Public Service Commission of Missouri, Report and Order, File No. EC-2014-0223, Issued October 1,

2014 at 8-9.
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that the calculation of the earned return has been 10.91 percent versus the authorized
return of 9.80 percent, roughly a little over a one percentage point difference.’® This
difference is well within ratemaking norms. When the evaluation period is extended
to include the period back to June 2007, we find that earnings below the cost of
equity have been by far the more common occurrence and to a greater degree below

than they have been above.

HAVE YOU CONDUCTFED AN ANALYSIS OF EARNINGS WHICH
INCLUDE THE PERIOD BACK TO JUNE 2007?

Yes, 1 have. Piecing together data from the Commission Order in the Noranda
Complaint case, and data in Mr. Meyer’s testimony, | have performed a review of
earnings during this approximate 7-year period from June 2007 through September
2014. Though data are unavailable for July and August 2014, due to the fact that
Ameren has reverted to its normal practice of quarterly surveillance reporting, my
analysis reveals that for the 86 months for which 1 have data, Ameren Missouri’s
earnings have been below the targeted level in 58 months (67% of the time), and have

been above the targeted level in only 28 months {or 33% of the time) since June 2007.

16

Meyer Graph Index to Testimony, Schedule GRM-4 Graph Index, Case No. ER-2014-0258 (December 5,
2014).
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Figure 1: Unadjusted Earned Returns vs. Authorized Returns
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As the analysis above shows, since June 2007 there have been many more
occasions of undereaming than there have been overearning, but the data also reveal
that periods of overrearning have been relatively modest while periods of
undereaming have been substantial. Figure 2 shows that there have been 33 months
in my sample where actual eamings have been greater than 1.5 percentage points

below the authorized return. Historically, this has occurred approximately 38% of the

time.
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Figure 2: Frequency Distribution of (Unden)lO\.el Earnings: 6/2007 - 9/2014
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On average, my data sample reveals that Ameren Missouri has historically
“underearned” based on unadjusted book returns by roughly 1 percent (i.e. 0.91%),
for the period from June 2007 to September 2014, even considering the period of

recent “overearnings.”

IS THERE A PROSPECTIVE RATEMAKING APPROACH THAT ALLOWS
EARNINGS THAT ARE ABOVE OR BELOW THE COST OF EQUITY TO
BE FACTORED INTO THE DEVELOPMENT OF FUTURE RATES?

Yes. As is the case in Missouri, regulators generally recognize that utilities will
achieve periods of book earnings that are either above or below the cost of equity
target. A review of earned vs. authorized returns for Ameren Missouri shows that
Ameren Missouri’s results are clearly within industry norms of acceptable levels of

deviation. However, if the regulator is concerned that fraditional ratemaking may
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produce earnings swings that are larger than what is reasonable, it could establish a
prospective earnings sharing arrangement or “ROE collar” between the utility and the
ratepayers. Earnings sharing mechanisms often incorporate “dead bands” or “collars”
that use syminetrical ranges above and below the target level (i.e. +200 basis points
above and below the allowed ROE), and typically reflect the regulator’s desire, and
the ufility’s acceptance, that earned returns should remain within a prescribed range,
or that a rate case should be initiated to correct earnings variances that are outside of
these bounds. Other regulators use deferral or variance accounts to capture the effects
of significant cost differences, or sales differences, for future rate treatment, so as to
keep actual earnings close to the approved cost of capital. All of these mechanisms
have merit if the regulator is concerned that traditional ratemaking may produce
earnings swings that are larger than what is reasonable. What distinguishes all of
these mechanisms from traditional cost of service regulation is that the sharing of
earnings shortfalls or surpluses is established in advance of those events occurring,
and that the utility and its customers and investors understand that these variances
will be shared through prospective rate adjustments that reflect past performance. In
addition, these mechanisms provide symmetrical treatment of “underearnings” and
“overearnings.” While 1 am not recommending that the Commission adopt an
earnings collar or sharing mechanism, 1 wanted to point out that these mechanisms
are an equitable means of addressing earnings variances, if the Commission is
concerned about such variances, but Mr. Meyer’s proposal lacks any foundation in

regulatory policy or precedent, and is not equitable,
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D. CONCLUSIONS AND RECOMMENDATIONS ON RECOVERY OF

REGULATORY ASSETS
PLEASE SUMMARIZE YOUR CONCLUSIONS AND

RECOMMENDATIONS REGARDING MR. MEYER’S PROPOSALS.

Mr. Meyer has concluded that it would be bad regulatory policy for a utility to be able
to prospectively recover one class of assets (regulatory assets) if that utility has
earned above its cost of equity in the past. This is a view tilat Mr. Meyer has
invented; there is no precedent for this proposal anywhere that [ could find. His view
means that regulators across North America have been engaging in bad regulatory
policy for decades. His view also directly contradicts rulings that this Commission
has established, and recently reiterated, regarding the concept of “excess earnings,”
the use of past financial performance to set prospective rates, and the use of
unadjusted earnings surveillance reports to infer whether a utility’s rates were too
high. Those statements by the Commission were made when Mr. Meyer made his
last attempt to engage in inappropriate ratemaking, and the current testimony is
clearly an attempt to circumvent the Commission’s prior rejection of his position.
This new position should be rejected even more emphatically. If adopted, it would
undermine the entire foundation for the use of regulatory assets, deferrals and
accounting orders in Missouri, and would result in more than $100 miilion of

unrecovered deferrals for Ameren Missouri,
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III. NORANDA’S RATE REDUCTION REQUEST

WHAT 1S THE PURPOSE OF THIS PORTION OF YOUR REBUTTAL
TESTIMONY?

This portion of my rebuttal testimony responds to the recommendations made by Dale
W. Boyles on behalf of Noranda to modify Noranda’s current rate structure for
electricity service at its aluminum smelter in New Madrid, Missouri. This portion of
my testimony also responds to certain aspects of the testimony filed by Maurice
Brubaker on behalf of Noranda as it relates to his comparison of the impact on
Ameren Missouri’s ratepayers (other than Noranda) as a result of the proposed new
rate structure, as compared to the impact on other customers were the Noranda
smelter to shut down and cease taking electric service. In particular, I respond to
Noranda’s proposal to reduce its rate for electric service from the current rate of
approximately $42.35/MWh (including the fue! adjustment clause) to $32.50/ MW,
with no seasonal adjustments, for a seven year term, with annual increases of 1%, and

with no fuel adjustment clause.

HOW IS THIS PORTION OF YOUR REBUTTAL TESTIMONY

ORGANIZED?

This portion of my rebuttal testimony is organized as follows:

e In Section A, | provide a summary of my key conclusions as it pertains to
Noranda’s rate request;

s In Section B, [ summarize and respond to Noranda’s rate request, as put forth in
the testimony of Mr. Boyles. I also summarize and respond to the analysis

provided by Mr. Brubaker in support of Mr. Boyles® recommendations.
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Q.
A.

Finally, in Section C, I provide my conclusions and recommendations.

A. SUMMARY OF KEY CONCLUSIONS

WHAT ARE YOUR KEY CONCLUSIONS?

My key conclusions are:

As a matter of sound regulatory policy, departures from cost-based rates for retail,
in-franchise customers should be very rare, and limited to defined alternatives
which reflect alternative measures of “just and reasonable” rates.

Noranda chose to be a retail customer, and to be served at cost-based rates, even
though it had the ability to elect wholesale service and market-based rates.
Allowing Noranda to now move off cost-based rates raises several issues of
fairness and undue discrimination, and could lead to Ameren Missouri’s other
customers being worse off than if Noranda left the system.

If the MoPSC wishes to move Noranda out from under traditional retail, cost-
based rates, the alternative which represents sounder economics and regulatory
policy is to permit Noranda to become a wholesale customer, with contract rates
that reflect the wholesale market value of power. This option would also remove
the Noranda smelter from the utility’s obligation to serve under the regulatory
compact,

Noranda’s proposal has the effect of forcing Ameren Missouri’s other ratepayers
to become quasi-investors in Noranda, without the benefits that should accrue to
an at-risk, equity-like position.

There is little support in the past 100+ years of public utility regulation for a

utility regulator assuming the role of determining social or corporate welfare or
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ability to pay as a means of setting rates. In the few cases where “ability to pay”
comes into the ratemaking process, the regulator typically piggybacks on a
political determination (e.g., statutorily authorized low income rates).
If the MoPSC believes that this situation requires its intervention, and that neither
cost-based nor market-based rates will suffice, then it should look to the
legislative branch for guidance, and it should:
*  Adopt an ongoing “means testing” process for Noranda,
= Secure commitments of benefits for the subsidy (e.g., employment, local
tax benefits, etc.),
= Impose reasonable restrictions on the use of the profit margin generated
by the subsidy (e.g., no dividends paid to Noranda’s sharcholders),
= Create some upside opportunity for the other ratepayers that arc
essentially funding the bailout, and
= Limit the term of the subsidy (e.g., five years) and specify the
presumption of what happens at the end of that term. 17
Ameren Missouri’s Economic Development and Retention Rider (“EDRR®) tariff
is not applicable to or supportive of this situation. The EDRR tariff is designed to
allow Ameren Missouri to match a competing offer/opportunity, and reflects a
form of market-based rates. “Ability to pay” is not a valid basis for EDRR
eligibility, nor does the tariff carry necessary provisions for a quasi-equity

investment by other ratepayers.

17 As discussed below, there are significant practical and regulatory problems associated with the Commission
putting itself in the position of “Supervising’ a customer.
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+ The magnitude and subjectivity of Noranda’s request is virtually unprecedented,
even among competing aluminum smelters. Noranda is asking that the PSC tilt
the playing field in favor of this one competitor in a global market. This would
represent a radical departure from the MoPSC’s core values of cost-based

ratemaking, non-discriminatory rates and the regulatory compact.

B. RESPONSE TO NORANDA’S RATE REQUEST

PLEASE SUMMARIZE THE TESTIMONY AND RECOMMENDATIONS OF
MR. BOYLES.

In his testimony, Mr. Boyles recommends that the MoPSC approve a reduction in
Noranda’s electricity rate from $42.35/MWh (including the fuel adjustment clause) to
$32.50/MWh, with no seasonal adjustments, for a seven-year term, with annual
increases of 1% and with no fuel adjustment clause. Initially, this represents a 23.3%
reduction in the applicable rate, although, if fuel costs increase, this discount would
be even larger. Mr. Boyles contends that Noranda’s proposed rate structure is in the
best interest of Ameren Missouri’s other consumers, and that Ameren Missouri’s
ratepayers face a substantial likelihood that their rates will increase even more
without the Noranda smelter on the Ameren Missouri system, as discussed by

Ameren Missouri witness Matt Michels in his rebuttal testimony.
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Q.

WHAT RATIONALE DOES MR. BOYLES PROVIDE TO SUPPORT THIS
RECOMMENDATION?

Mr. Boyles testifies that electricity accounts for approximately one-third of Noranda’s
production costs.'® According to Mr. Boyles, without the proposed rate structure, the
Noranda smelter is not viable and is at substantial risk of imminent closure.'
Mr. Boyles states that without a sustainable power rate: (1) Noranda will not be able
to generate positive cash flow given the volatility of aluminum prices; (2) there is
substantial risk that Noranda will be unable to refinance its debt; and (3) Noranda will
exhaust its existing sources of cash and available borrowings.”” Mr. Boyles indicates
that five of the remaining eight U.S. aluminum smelters that purchase their power
have contracts of ten years or longer.?' In addition, Mr. Boyles states that Noranda’s
power rate will be the second highest among the eight remaining U.S. smelters in
2015 if the rate is not reduced.”” Further, Mr. Boyles explains that Noranda has
undertaken cost-cutting efforts, but that since 2008, Noranda’s annual cost of
electricity has gone up approximately $42 million, wiping out all of Noranda’s net
savings from cost reductions.” Tam not in a position to address Mr. Boyles® claims,

although it is my understanding that other Ameren Missouri witnesses will do so.

Direct Testimony of Dale W. Boyles, at 8,
1bid, at 2.

Ibid, at 2-3.

Ibid, at 18.

Ibid, at 19.

Ibid, at 24.
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Q.

FROM A REGULATORY POLICY PERSPECTIVE, DO YOU BELIEVE
THAT NORANDA’S PROPOSED RATE REDUCTION IS APPROPRIATE?

No, [ do not. As a matter of sound regulatory policy, I believe that departures from
cost-based rates for retail, in-franchise customers should be very rare. Moreover, any
departure from cost-based rates should be limited to defined alternatives which reflect
alternative and objective measures of “just and reasonable” rates. Examples include:
(1) non-firm rates that reflect the cost of alternative fuels or energy sources; (2) rates
that reflect politically-determined objectives, such as “lifeline” rates, conservation
inducement rates, etc.; and (3) greenfield utility development rates (which may reflect

that start-up costs are being deferred). None of these situations exist in this case.

DID NORANDA HAVE AN OPPORTUNITY TO BE SERVED UNDER
MARKET-BASED RATES?

Yes. My understanding is that when Noranda began taking electricity service from
Ameren Missouri, Noranda chose to be a retail customer of Ameren Missouri within
the extended franchise area and to be served at cost-based rates, even though Noranda
had the ability to elect wholesale service under market-based rates. As such, Noranda
elected to be served through the traditional regulatory compact and pursuant to

Ameren Missouri’s obligation to serve customers within its service area.

WOULD IT BE APPROPRIATE FOR NORANDA TO MOVE AWAY FROM
COST-BASED RATES AT THIS TIME?

I believe that allowing Noranda to now move off cost-based rates raises serious
concerns of fairness and undue discrimination. Noranda essentially requests that it be

able to alternate between cost-based rates and subsidized rates, as it deems necessary
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based on its own claimed financial circumstances. When Noranda was more
profitable it did not offer to pay a higher rate. Furthermore, Noranda’s proposed rate
reduction could lead to Ameren Missouri’s other ratepayers being worse off than if
Noranda left the system since Noranda proposes a long-term, fixed rate retail service
contract. If the market value of power increases, or if fuel prices increase, Noranda’s
continued retail service could be below Ameren Missouri’s costs and harmful to its
other customers. The kind of fixed rate contract that Noranda is requesting is more
typical of wholesale contracts, in which the confract’s terms, not cost of service
regulation under the regulatory compact, define the prices and obligations of the two

parties.

IF THE COMMISSION WISHES TO MOVE NORANDA OUT FROM
UNDER TRADITIONAL RETAIL, COST-BASED RATES, WHAT
ALTERNATIVES DOES IT HAVE?

In my view, the alternative which represents sounder economic and regulatory policy
is to permit Noranda to become a wholesale customer of Ameren Missouri. Ameren
Missouri witness Matt Michels discusses this approach for service to Noranda in his
rebuttal testimony. Under this “retail-turned-wholesale® alternative, Noranda would
be served under negotiated contract rates that reflect the wholesale market value of
power as of the time of contracting. At the end of the contract term, Noranda would
be a wholesale electric customer subject to negotiating a new agreement with Ameren
Missouri or an alternative electric provider, and Ameren Missouri would not have a

continuing obligation to serve Noranda under cost-based retail service rates.
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Q.

PLEASE EXPLAIN THE DIFFERENCE BETWEEN NORANDA BEING A
RETAIL CUSTOMER AND A WHOLESALE CUSTOMER.

The most important difference is that under the regulatory compact, as a retail
customer, Ameren Missouri currently has an obligation to provide clectricity service
to Noranda under terms and conditions established in the retail tariff and at rates set
forth in the retail tariff. Those rates are based on cost of service and are approved by
the Commission. Retail service is provided pursvant to what is known as the
regulatory compact, under which a utility accepts an obligation to serve, and
limitations on the rates it can charge, in exchange for assurance of having a
reasonable opportunity to recover its costs and a return of and on its investment. The
fundamental tenet of service at retail is the utility’s obligation to serve, but also the
customer’s obligation to pay the rate which provides the utility with a reasonable
opportunity to recover its costs and earn a fair return. By contrast, as a wholesale
customer, the starting point for establishing the rate for electricity service is the
market price of power, not the utility’s cost of service. The price terms of wholesale
service, and all other obligations of the parties, such as minimum and maximum
demands, the rate design, resale rights, force majeure and excused performance terms
and rights and remedies for breaches, are all established by the mutually agreed upon
terms of the contract, not through a regulatory application/hearing/decision process.
Further, the utility does not have an obligation to serve wholesale customers under the
traditional regulatory compact. In short, the regulatory compact typically does not
apply to market-based wholesale service, and customers served under it do not have

!
the right to service (aside from contractual rights) as retail customers.
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Q.

IS NORANDA'’S PROPOSED RATE REDUCTION BASED ON EITHER THE
UTILITY’S COST OF SERVICE OR THE MARKET PRICE OF POWER?

No, it is not. Noranda’s proposal is neither cost-based nor market-based. Rather,
Noranda’s proposal is simply premised on the company’s asserted “ability to pay”
what Mr. Boyles calls a “sustainable power rate.” If approved, Noranda’s proposed
electricity rate would have no economic foundation and would be highly subjective.
Noranda’s proposal allows it to essentially “cherry pick” the regulatory compact, and
abide by only these elements that it finds to be attractive — an unconditional
obligation on Ameren Missouri’s part to serve them and a rate for that service that is

far below what it actually costs to serve them.

WHAT IS THE EFFECT OF NORANDA’S PROPOSAL ON OTHER
AMEREN MISSOURI RATEPAYERS?

In addition to the certainty of causing an increase in the electricity rates for Ameren
Missouri’s other ratepayers, Noranda’s proposal also has the effect of forcing Ameren
Missouri’s other customers to become quasi-investors in Noranda, without the
benefits that normally accrue to an at-risk, equity-like position. Noranda’s proposal is
essentially a bailout for Noranda’s private equity and other owners, but doesn’t carry
any of the upside that has accompanied other recent corporate bailouts that were
Judged (by elected officials) to be in the public interest. Ameren Missouri’s other
customers are not assured of receiving any benefit from the subsidy that Noranda is
requesting, yet, the terms of the deal could be quite detrimental to these customers.

These customers pay the price, make the investment and bear all of the risk, with no
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upside. Quite simply, that is an investment that most customers would not choose to

make.

ARE UTILITY RATES TYPICALLY BASED ON THE CUSTOMER’S

No. There is little support in the past 100+ years of public utility regulation for a
utility regulator assuming the role of determining social (here, corporate) welfare or

ability to pay as a means of setting rates. In the few cases where “ability to pay”

comes into the ratemaking process, the utility regulator typically piggybacks on a

political decision. For example, as the Commission’s Staff advised in the Staff’s

Report filed in docket numbers EW-2013-0045, GW-2013-0046 and WW-2013-0047,

the Commission lacks authority to implement low income rates, and in cases where

states have implemented such rates the state commission at issue relied on “specific

legislative mandates or authority.”?* Under these rates, the decision to provide state-

supported assistance to these customers has already been made by the state’s clected

officials. No such determination has been made in this case, and it shouldn’t be made

by the rate regulator, because this is really a political or statewide policy issue that the

Q.

ABILITY TO PAY?
A.

legislature should decide.
24

Staff Report, l'ile Nos. EW-2013-0045, GW-2013-0046 and W\V-2013-0047, September 7, 2012, atp. 1,
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Q.

ARE YOU SAYING THAT IT IS NOT THE PROPER ROLE OF THE
COMMISSION TO INTERVENE AND PROVIDE A BAILOUT FOR
NORANDA?

That is what I am saying. From a public policy perspective, Noranda’s request is not
appropriate because it involves shifting costs from one customer (i.e., Noranda) to the
remaining Ameren Missouri ratepayers, simply on the basis that the one customer
wants to pay less. Further, the proposed rate reduction is not based on the cost of
serving Noranda. In my opinion, it is not sound regulatory policy to set electricity
rates simply so that Noranda is able to stay in business or remain competitive in the
aluminum industry, any more than it would be simply to increase profits for
Noranda’s owners. This is especially true because the financial troubles that Noranda
faces are primarily a function of the volatility of prices in the altuminum market and
the way in which Noranda has been capitalized and managed by its private equity
investor, Apollo Management. As a point of comparison, I observe that the Federal
government’s bailout of the auto industry during the financial crisis of 2008-2009
resulted in the government receiving equity stakes in GM and Chrysler in exchange
for financial support. Nothing similar is contemplated under Noranda’s proposal,;
rather, the risk and the cost of Noranda’s requested bailout would be borne by other
Ameren Missouri customers, who would receive no compensation for assuming that
risk or providing that subsidy, but are simply asked to make an economic contribution

to a privately-owned corporation.
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Q. DO YOU HAVE ANY RECOMMENDATIONS IF THE COMMISSION

DECIDES THAT THIS SITUATION DOES REQUIRE ITS INFERVENTION?

A. Yes, [ do. If the Commission believes that this situation requires its intervention, and

that neither cost-based nor market-based rates will suffice for Noranda, then it should

look to the legislative branch for guidance on the limits and eligibility for subsidized

rates. A more than 23% cost shift to other customers, for a load that is this large, is a

major economic policy decision. Furthermore, the Commission should consider

placing certain conditions on the approval of Noranda’s proposed rate reduction,

including:

Adopting a well-defined and ongoing “means testing” process in order to assess
the eligibility of Noranda f(')r the continuation of this subsidy on at least an annual
basis — [ would note, however, that this is a difficult undertaking for which state
public utility commissions are not particularly well-svited since such
commissions have authority and expertise in regulating utilities, but generally
lack those attributes when it comes to in effect “supervising” a single customer’s
financial situation;

Securing commitments of benefits in return for the subsidy (e.g., specified
employment and investment levels);

Imposing reasonable restrictions on the use of the profit margin generated by the
subsidy (e.g., no dividend payments to equity owners, full reinvestment of net
income, etc.);

Creating some upside opportunity for other ratepayers that are essentially funding

a corporate bailout (e.g., through profit participation);
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s Limiting the term of the subsidy (e.g., five years) and specifying the presumption
of what happens at the end of that term.

I want to reiterate, however, that in the absence of legislation, the means for

the Commission to implement or enforce such conditions is very problematic. The

Commission regulates utilities, but not utility customers.

HOW DOES MR. BRUBAKER ATTEMPT TO SUPPORT NORANDA’S
PROPOSED RATE REDUCTION?

Mr. Brubaker provides a quantification of the total impact to Ameren Missouri’s
ratepayers (other than Noranda) as a resuit of Noranda’s proposed new rate structure,
as compared to the impact on other customers were the Noranda smelter to shut down
and cease taking electric service. According to Mr. Brubaker’s analysis, the net
revenue loss if the Noranda smelter were not served would be $54 million to
$60 million per year, and the average percentage increase to other customers would
range from 2.01% to 2.22%.% Mr. Brubaker testifies that if the smelter were to
remain a retail customer of Ameren Missouri but at a lower rate, the calculated
revenite reduction would be $22.9 million in base revenues and $18.5 million in FAC,
for a total reduction of $41.4 million, which would result in a 1.53% increase to other
customers.?® On that basis, Mr. Brubaker concludes that serving the Noranda smelter

at the requested rate is beneficial to other customers, as compared to a shutdown of

25
26

Direct Testimony and Schedules of Maurice Brubaker, at 43.
[bid.
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the smelter because the revenue impact on Ameren Missouri and other customers

would be smaller.”’

,

DOES MR. BRUBAKER’S ANALYSIS PROVIDE THE APPROPRIATE
POINT OF COMPARISON FOR EVALUATING NORANDA’S RATE
PROPOSAL?

No, it does not. Mr. Brubaker’s analysis assumes that the appropriate point of
comparison is whether other Ameren Missouri customers would be more harmed by
shutting down the Noranda smelter than they would be if the Commission were to
approve the proposed rate reduction for Noranda. However, those are not the only
options, and the issue is quite a bit more complicated. First, the question should be
asked as to whether the “ability to pay” is even a relevant consideration for
ratemaking for industrial customers. Second, if it is, the use of modified cost-based
rates, or wholesale-level market-based rates, should be viewed as preferable to a long-
term fixed rate subsidized retail service contract. Third, the potential for the Noranda
proposal to be harmful to Ameren Missouri’s other customers should be examined
under a wide range of future cost and market value scenarios. Noranda has only
looked at what “would have happened” in the past. Finally, Ameren Missouri’s other
customers should not be asked to foot the bill for this subsidy without any
participation in the upside potential for the plant. In fact, as | alluded to earlier,
Ameren Missouri’s customers should not be the only ones providing a subsidy. As
Ameren Missouri witness William Davis discusses in his rebuttal testimony, if

Noranda is so very important to the economy of southeast Missouri and the state as a

27

Ibid, at 44,
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whole, then the legislature should first acknowledge that importance through
legislation that would then provide the subsidy from all who benefit, not just from

Ameren Missouri’s customers.

PLEASE SUMMARIZE MR. BRUBAKER’S TESTIMONY WITH REGARD
TO LOAD RETENTION RATES.

Mr. Brubaker states that the concept behind a load retention rate is to keep on the
system a load that might otherwise not be served if the rate to be charged were the
fully allocated embedded cost. According to Mr. Brubaker, the basis for such a rate is
typically a price at or above incremental cost so that other customers benefit

compared to the customer not being served.”

WHAT IS YOUR RESPONSE TO MR. BRUBAKER’S TESTIMONY WITH
RESPECT TO LOAD RETENTION RATES?

Although Mr. Brubaker does not specifically mention Ameren Missouri’s tariff, 1
assume that he is aware that Ameren Missouri has an Economic Development and
Retention Rider (“EDRR™) in its tariff. Under the EDRR, the Company has the
option to provide electric service under this rider to customers currently served by or
considering service from the Company, where other viable electric supply options
outside the Company’s service area have been offered. Electric service under the
EDRR is only available in conjunction with local, regional, or state governmental
economic development activities where incentives have been offered and accepted by

the customer who is requesting service to locate new or expanding facilities in the

23

Direct Testimony and Schedules of Maurice Brubaker, at 43.
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Company’s service area, or whose exit from the Company’s service area is imminent,
if the customer has a concrete offer for service from another supplier outside the
Company’s service territory and can provide appropriate documentation that it would
relocate without use of the EDRR. Importantly, the EDRR is available at the
discretion of Ameren Missouri. Ameren Missouri’s EDRR is a typical load
attraction/retention rate schedule, and has been used by Ameren to avoid the loss of

customers to more attractive options in other states.

IS AMEREN MISOURI’S EDRR APPLICABLE TO THIS SITUATION?

No, it is not. The EDRR allows Ameren Missouri to match offers that a customer has
received from other competitive electricity suppliers for a customer who may move
its operations outside Ameren Missouri’s service territory. The EDRR also requires
bilateral agreement between Ameren Missouri and the customer, and has certain
reasonable limitations and conditions on the provision of electric service such as a
5% maximum rate reduction. An existing customer’s purported inability to pay the
existing rate is not a valid basis for EDRR eligibility, nor does the EDRR contain the
necessary conditions for a quasi-equity investment by other Ameren Missouri

ratepayers.

ARE THERL OTHER REASONS WHY THE EDRR IS NOT APPLICABLE
TO THESE CIRCUMSTANCES?

Yes, there are. First, Noranda has provided little evidence to demonstrate that the
smelter has an immediate problem or faces an imminent threat of closure. As
Mr. Boyles notes in his testimony, the aluminum industry is cyclical, and profitability

depends to a large degree on the price of aluminum, which is highly volatile.
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Noranda’s own testimony, even under the scenarios it posits without electric rate
relief, show that Noranda would still be above (albeit slightly) its claimed minimum
fevel of needed liquidity until 2017. That may be a near- or mid-term problem, but it
is not an imminent problem. Second, Noranda is much larger than other customers
that have taken service under the EDRR. As such, the rate impact on other customers
and the Ameren Missouri system would be significant even if Noranda were to
receive a discount of up to 15%, as allowed in the EDRR tariff. Third, given the size
of Noranda’s load, it has the ability to procure wholesale power from alternative

suppliers, and it has been granted that right in the past.

Q. PLEASE ELABORATE ON YOUR VIEW THAT NORANDA’S FINANCIAL
TROUBLE HAS BEEN CAUSED IN PART BY THE ACTIONS OF ITS
PRIVATE EQUITY OWNER, APOLLO MANAGEMENT.

A. As of December 31, 2013, Apollo owned approximately 48% of the common stock of
Noranda.” Since Apollo acquired Noranda in May 2007, Apollo has increased the
financial leverage of Noranda significantly. As shown in Noranda’s 2013 Form 10-K
filing, long-term debt accounted for approximately 82% of the total capitalization of
the company. In addition, after the Apollo acquisition, Apollo has taken special
dividends out of Noranda. These collective actions have seived to weaken the
financial condition and liquidity of Noranda, and have nothing to do with the prices
of electricity (or aluminum). If Noranda had a more balanced capital structure, it may

not be in a position of needing this subsidy, Granting the subsidy in some ways

% Apollo has since reduced its stake to 34%, but according to its public filings, still controls or effectively

controls Noranda.

42



10
11

13
14
ts

16
17

18

19

20

21

22

23

24

25

Rebuttal Testimony of
John J. Reed

rewards the company for creating the problem in the first place. Ameren Missouri
witness Robert Mudge discussed these considerations in detail in File No. EC-2014-
0224, where Noranda sought a very similar subsidy that was rejected by the

Commission.

HOW DOES NORANDA CHARACTERIZE THE COST OF ELECTRICITY

IN DISCLOSURES TO INVESTORS?

In Noranda’s recent 10-K and 10-Q filings, Noranda has characterized the long-term

contract it has with Ameren Missouri in a positive manner. For example, the 2013

10-K, which was filed after Noranda filed its rate complaint in February, 2014, states:
In addition, we have a long-term contract with Ameren Missouri,
Missouri’s largest electric utility for our electricity supply at New
Madrid. This contract provides a secure supply at a rate established by
the Missouri Public Service Commission (“MoPSC”). Pursuant to this
contract, the rate for power is subject to change as determined by the
MoPSC. We believe this contract gives Noranda an advantage

over aluminum smelters facing frequent power shortages or
disruptions.”® (emphasis added)

DO YOU HAVE ANY FURTHER COMMENTS CONCERNING NORANDA’S
REQUESTED RATE REDUCTION?

Yes. The magnitude and subjectivity of Noranda’s request is virtually unprecedented,
gven among competing aluminum smelters. As a matter of sound economic and
regulatory policy, the Commission should tread very carefully in this minefield of
economic favoritism and corporate welfare. Noranda is asking that the Cominission
tilt the playing field in favor of one competitor in a global market for aluminum.

Furthermore, Noranda is asking that this be done not through an action of elected

30

Noranda Alumninum Holding Corporation, 2013 SEC Form 10-K, at 6.
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officials, but through economic regulation of public utility rates. [f the Commission
were to adopt Noranda’s request, this would represent a radical departure from the
core values of cost-based ratemaking, non-discriminatory rates and the regulatory

compact.

C. CONCLUSIONS AND RECOMMENDATIONS REGARDING THE
REQUESTED RATE REDUCTION

PLEASE SUMMARIZE YOUR CONCLUSIONS AND

RECOMMENDATIONS.

My conclusions and recommendations:

+ The Commission should reject Noranda’s proposed reduction in its retail
clectricity rate because the proposed rate is not consistent with established
standards for a just and rcasonable rate, and could result in a substantial increase
in electricity rates for other Ameren Missouri ratepayers.

+ As a matter of sound regulatory policy, departures from cost-based rates for retail,
in-franchise customers should be very rare, and limited to defined alternatives
which reflect alternative measures of “just and reasonable” rates.

¢ If'the Commission wishes to move Noranda out from under traditional retail, cost-
based rates, the alternative which represents sounder economics and regulatory
policy is to permit Noranda to become a wholesale customer, with contract rates
that reflect the wholesale market value of power, as Ameren Missouri is
proposing. This option also removes the Noranda smelter from the utility’s
obligation to serve under the regulatory compact.

« Noranda’s proposal has the effect of forcing Ameren Missouri’s other ratepayers

to become quasi-investors in Noranda, without the benefits that should accrue to
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an at-risk, equity-like position. It is tantamount to a bailout for Noranda’s private
equity and other owners, but doesn’t carry the upside that has accompanied other
bailouts that were judged (by elected officials) to be in the public interest.

If the Commission believes that this situation requires its intervention, and that
neither cost-based nor market-based rates will suffice, then it should look to the
legislative branch for guidance on the limits and eligibility for subsidized rates,
and it should impose several conditions on the subsidized rate. However, the
Commission is ill-equipped to implement and supervise conditions on an utility
customer,

Ameren’s EDRR tariff is not applicable to this situation. The EDRR tariff is
designed to allow Ameren to match a competing offer/opportunity if the customer
is about to imminently leave the service territory to start operations somewhere
else, and reflects a form of market-based rates. It also requires bilateral
agreements and has certain reasonable limitations. “Ability to pay” is not a valid

basis for EDRR eligibility.

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

A. Yes, it does.
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Chairman and Chief Executive Officer
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project finance, corporate valuation, energy market analysis, rate and regulatory matters and energy
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Executive Officer.

REPRESENTATIVE PROJECT EXPERIENCE

Executive Management

As an executive-level consultant, worked with CHEQOs, CFQs, other senior officers, and Boards of
Directors of many of North America’s top electric and gas utilities, as well as with senior political leaders
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companies, repositioned several electric and gas utilities as pure distributors through a series of
regulatory, financial, and legislative initiatives, and helped to develop and execute several “roll-up” or
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generation, transmission, and marketing,

Financial and Economic Advisory Services

Retained by many of the nation’s leading energy companics and financial institutions for services relating
to the purchase, sale or development of new enterprises. These projects included major new gas pipeline
projects, gas storage projects, several non-utility generation projects, the purchase and sale of project
development and gas marketing tinms, and utility acquisitions. Specific services provided include the
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standards, due diligence on acquisitions or financing, market entry or expansion studies, competitive
assesstents, project financing studies, and negotiations relating to these transactions.

Litigation Support and Expert Testimony

Provided expert testimony on more than 200 occasions in administrative and civil proceedings on a wide
range of energy and economic issues. Clients in these matters have included gas distribution utilities, gas
pipelines, gas producers, o1l producers, electric utilities, large energy consumets, governmental and
regulatory agencies, trade associations, independent cnergy project developers, engineering firms, and pas
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and power marketers. Testimony has focused on issues ranging from broad regulatory and econotic
policy to virtually all elements of the utility ratemaking process. Also frequently testified regarding energy
contract interpretation, accepted energy industry practices, horizontal and vertical market power,
quantification of damages, and management prudence. Has been active in regulatory contract and
litigation matters on virtually all interstate pipeline systems serving the U.S, Nostheast, Mid-Atlantic,
Midwest, and Pacific regions.

Also served on FERC Commissioner Terzic’s Task Force on Competition, which conducted an indusity-
wide investigation into the levels of and means of encouraging competition in U.S. natural gas markets
and served on a “Blue Ribbon™ panel established by the Province of New Brunswick regarding the future
of natural gas distribution service in that provinee,

Resource Procutement, Contracting and Analysis

On behalf of gas distributors, gas pipelines, gas producers, electric utilities, and independent energy
project developers, personally managed or participated in the negotiation, drafting, and regulatory
support of hundreds of enerpy contracts, including the largest gas contracts in North America, electric
contracts representing billions of dollars, pipeline and storage contracts, and facility leases.

These efforts have resulted in bringing Jatge new energy projects to market across North America, the
creation of hundreds of millions of dollars in savings through contract renegotiation, and the regulatory
approval of a number of highly contested energy contracts.

Strategic Planning and Utility Restructuring

Acted as 2 leading participant in the restructusing of the natural gas and electric utlity industries over the
past fifteen years, as an adviser to local distribution compantes, pipelines, electric utilities, and
independent energy project developers. In the recent past, provided services to most of the top 50
utlities and energy marketers across North America. Managed projects that frequently included the
redevelopment of strategic plans, corporate reorganizations, the development of multi-year regulatory
and legislative agendas, merger, acquisition and divestiture stratepies, and the development of market
entry strategies. Developed and supported merchant function exit strategies, marketing affiliate
strategies, and detailed plans for the functional business units of many of North America’s leading
utilities.
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Southern California Gas Company (1976 — 1981)
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B.S., Economics and Finance, Wharton School, University of Pennsylvania, 1976
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Navigant Consulting, Inc.
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REGULATORY AGENCIES

SPONSOR DATE CASF/AFPLICANT DOCKEF NO. SUBJECT
Alaska Public Utilities Commission PR Sy R IR TR
Chugach Electric 12/36 Chugach Electric Docket No. U-86-11 Cost Allocation
Chugach Elecitic 6/87 Enstar Natural Gas Company Docket No. U-37-2 Tariff Design
Chugach Electric 1287 Enstar Natural Gas Company Docket No. U-87-42 Gas Transportation
Chugach Llectric 11/87,2/88 | Chugach Electric Docket No. U-87-35 Cost of Capital
Alberta Utititiés Conimission ' R e A e R e L
Alberta Utilities 113 Alberta Utilities Application 1566373, Stranded Costs
(AlaLink, EPCOR, ATCO, ENMAX, Proceeding 1D 20
FortisAlberta, Ajta Gas)
Arizona Corpgration Commission .70 mmmn iy iy S I A e T T R
Tucson Eleciric Power v Tucson Electric Power Docket No. E-01933A- Cost of Capital

12-0291
UNS Energy and Fortis Tnc. 14 NS Energy, Fortis e Docket No. E-04230A- Merger

00011 ard Docket No. E-

01933A-14-0011
California Encrgy Commission’ 5 R G R EaRATr L LR SRR
Southem Califomnia Gas Co. 8/80 Southern Califomia Gas Co. Docket No. 80-BR-3 Gas Price Forecasling
Californfs Piblic Utitity Comprission o000 sl s b i i i s ST R ST
Southem Califomia Gas Co. 3/80 Southern Califormia Gas Co. TY 1981 G.R.C. Cost of Service, Inflation
Pagific Gas Transmission Co, 10/91, 11/91 | Pacific Gas & Electric Co. App. §9-04-033 Rate Design
Pacific Gas Transmission Co. 7192 Southern California Gas Co. A, 92.04-031 Rate Design
Colorado Publie Utilitiés Commission : P i : G P TR TR K E SRR
AMAX Molybdenam 2/%0 Cemmission Rulemaking Docket No. 89R-702G Gas Transportation
AMAX Molybdenum 11580 Commission Rulemaking Docket No. 90R-508(G Gas Transportation
Xcel Erergy 804 Xcel Energy Docket No. 031-134E Cost of Debt
CT Dept. of Public Utilities Control oo nivnanihnen s b v i i e P e e L
Connecticut Natural Gas 12/88 Connecticus Natural Gas Docket No. 88-08-15 (Gas Purchasing Practices
United Illuminating 359 United 1Huminating Docket No. 99.03-04 | Nuclear Plant Vatuation
Southern Connecticut Gas 2104 Southern Connectict Gas Drocket No, 00-12-08 | Gas Purchasing Practices
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REGULATORY AGENCIES

SPONSOR DATE CASE/APPLICANT DOCKET NO. SUBJECT
Southern Connecticut Gas 4/05 Southern Connecticut Gas Pocket No. 05-03-17 | ENG/Trunkline
Southemn Connecticutl Gas 5/06 Southern Connecticut Gas Pocket No. 05-03- LNG/Trunkline
17PH01
Southern Connecticut Gas 8/08 Southern Connceticut Gas Docket No. 06-05-04 | Peaking Service Agreement
District Of Columbia PSC 5o L e S R A e St i
Potomac Electric Power Company 3/99, 5/99, | Petomac Electric Power Company | Docket No. 945 Divestiture of Gen. Assets &
7/5% Purchase Power Contracts
Fed’l Enérgy Régulatory Commission: 55 im0 iniinns R T e T T e
Safe Harbor Water Power Corp. 8/82 Safe Harbor Water Power Corp. ‘Wholesale Eleciric Rate
Increase
Western Gas Interstate Company 5/84 Western Gas Inferstate Company | Docket No. RP84-77 Load Fest. Working Capital
Southem Union Gas 4/87, 5/87 | El Paso Natural Gas Company Docket No. RP87-16-000 | Take-or-Pay Costs
Connecticut Natural Gas 11/87 Penn-York Energy Corporation Docket No. RPE7-78-000 [ Cost Alloc./Rate Design
AMAX Magnesium 12/88, 1/89 | Questar Pipeline Company Dipcket No. RPES-93-000 [ Cost Alloc. /Rate Design
Western Gas Interstate Company 6189 Western Gas Inferstate Company | Docket No. RP89-179- Cost Alloc./Rate Design,
000 Open-Access Transportation
Associated CD Customers 12/89 CNG Transmission Docket No. RP88-211- Cost Alloc/Rate Design
000
Utah Industrial Group 990 Questar Pipeline Company Docket No. RP88-93- Cost Alloc./Rate Desiga
000, Phase I
Troquois Gas Trans. System 8/90 Iroquois Gas Fransmission Docket No. CP8%-634- Gas Markets, Rate Design,
System 000/001; CP89-815-000 | Cost of Capital, Capital
Structure
Boston Edisen Company 1/91 Boston Edison Company Docket No. ER91-243- Electric Generation Markets
000
Cincinnati Gas and Electric Co., Union Light, 791 Texas Gas Transmission Corp. Dacket No. RP50-104- Cost Alloc./Rate Design
Hent and Power Company, Lawrenceburg Gas 000, RP88-115-G00, Comparability of Sve.
Company RPH)-192-000
QOcean Sfate Power 11 791 Ocean State Power 11 ER89-563-000 Competitive Market Analysis,
Self-dealing
Brooklyn Union/PSE&G 791 Texas Fastern RPR8-67, et al Market Power, Comparability

of Service

Northern Distributor Group

9/92, 11/92

Northern Natural Gas Company

RP92-1-000, et at

Cost of Service
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REGULATORY AGENCIES

SPONSOR DATE CASE/APPLICANT DOCKET NO. SUBJECT
Canadian Association of Petroleum Producers 10/92, 7197 | Lakehead Pipe Line Co. L.P. 1892-27-000 Cost Allocation, Rate Design
and Alberta Pet. Marketing Comum.
Colonial Gas, Providence Gas 793, 893 | Algongquin Gas Transmission RP93-14 Cost Allocation, Rate Design
Iroquois Gas Transmission 94 Iroquois Gas Transmission RP%44-72-000 Cost of Service and Rate
Design
Transco Customer Group 1/94 Transcontinental Gas Pipeline Dacket No. RP92.137. Rate Design, Firm to
Corporation 000 Wellhead
Pacific Gas Transmission 2/94, 3/95 | Pacific Gas Transmission Docket No. RP24-149- Rolled-In vs. [ncremental
000 Rales; mte design
Tennessee GSR Group 1/95, 3/95, | Tennessee Gas Pipeline Company | Docket Nos. RP23-151- | GSR Costs
1/96 000, RP4-39-000,
RP94-197-000, RPH-
309-000
PG&E and SoCal Gas 8/96, 996 | El Paso Natural Gas Company RP92-18-0G00 Stranded Costs
Iroquois Gas Transmission System, L.P. 97 Iroquois Gas Transmission RP97-126-000 Cost of Service, Rate Design
System, L.P.
BEC Energy - Commonwealth Energy 2199 Boston Edison Company/ EC99-33-000 Market Power Analysis —
System Commonwealth Encrgy System Merger
Central Hudson Gas & Electric, Consolidated 10/00 Central Hudson Gas & Electric, Docket No. EC01-7-000 | Market Power 203/205 Filing
Co, of New York, Niagara Mohawk Power Consolidated Co, of New Yoik,
Corporation, Dynegy Power Tnc. Niagara Mohawk Power
Corporation, Dynegy Power Inc.
Wyckoff Gas Storage 12/02 WyckofT Gas Storage CP03-33-000 Need for Stomge Project
Indicated Shippers/Producers 10/03 Norhern Natural Gas Docket No. RP98-39-029 | Ad Valorem Tax Treatment
Maritimes & Northeast Pipeline 6/04 Maritimes & Northeast Pipeline Docket No. RPO4-360- Rolled-In Rates
00
ISO New England 8/04 ISO New England Docket No. ER03-563- Cost of New Entry
05 030
Transwestern Pipeline Company, LI.C 906 Transwesiern Pipetine Company, | Docket No. RP06-614-
LLC GGO
Portland Natural (Gas Transimission System 6/08 Portland Natural Gas Docket No. RPO8-306- Market Assessment, natural
Transmission System 000 gas transporiation; rate selting
Portland Natural Gas Transmission System 510, 3/11, | Portland Natural Gas Docket No. RP10-729. Business risks; extraordinary
411 Transmission System 000 and non-recuring events

pertaining 1o discretionary
EVEnUes
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EXPERT TESTIMONY OF JOUN J. REED

REGULAYORY AGENCIES

SPONSOR DATE CASE/APPLICANT DOCKET NO. SURIECT
Motris Energy 7/10 Morris Energy Docket No. RP10-79-000 | Affidavit re: Impact of
Preferential Rate
Gulf South Pipeline 10/14 Gulf South Pipeline Docket No. RP15-65-000 | Business risk, rate design
Florida Public Sérvice Commissioin e e e s I e e R A
Florida Power and Light Co. 10707 Florida Power & Light Co. Docket No. 070650-EI Need for new nuclear plant
Florida Power and Light Co. 5/08 Florida Power & Light Co. Docket No. 080009-EI New Nuclear cost recovery,
prudence
Flertda Power and Light Co. 3109 Florida Power & Light Co. Docket No, 080677.El Benchmarking in suppori of
ROE
Florida Power and Light Co, 3/09, 5/09, | Florida Power & Light Co. Docket No. 090C09-El New Nuclear cost recovery,
8/0% prudence
Florida Power and Light Co. 3/10; 5/10, | Florida Power & Light Co. Pocket No. 1006009-El New Nuclear cost recovery,
8/10 prudence
Florida Power and Light Co. 3/1E, 7111 | Florida Power & Light Co. Docket No. 110009-E1 New Nuclear cost recovery,
prudence
Florida Power and Light Co. 3/12 Florida Power & Light Co. Docket No. 120009-E1 Neav Nuclear cost recovery ,
7/12 prudence
Florida Power and Light Co. 3/12 Florida Power & Light Co. Docket No. 120015-E1 Benchmarking in support of
/12 ROE
Florida Power and Light Co. 3/13, 713 | Florida Power & Light Co, Docket No. 130009 New Nuclear cost recovery,
prudence
Florida Power and Light Co. 3/14 Florida Power & Light Co, Docket No. 140009 New Nuclear cost recovery,

prudence

Florida Senate Committee an Comritunication, Energy and Utilitiés

Florida Power & Light C‘.o..

Securitization

Florida Power and Light Co. 2/09

Haivaii Public Utility Commission::: R SRR R e R
Hawaiian Electric Light Cempany, Inc. 6/00 Hawaiian Electric Light Docket No. 99-0207 Standby Charge
(HELCO) Company, Inc.

1Hinois Comymerce Commission [ : R A M et R S AP O EA DUlY R e T
Renewables Suppliers (Algonquin Power Co., 3714 Renewables Suppliers Docket No. [3-0546 Application for Rehearing

EDP Renewables North America, Invenergy,

and Reconsideration; long-

NexiEra Energy Resources) term purchase power
agreements
Rebutial Testimony of John J, Reed
Unien Electric dba Ameren Missouri
SCIIEDULE JJR-R2
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EXPERT TESTIMONY OF JOHN J. REED
REGULATORY AGENCIES

SPONSOR

DATE

CASE/APPLICANT

DOCKET NO,

SUBJECT

WE Energies Corporation

8114

WE Energies/Integrys

Docket No. 14-0496

Merger Application

Indiata Utility Regulatory Commission -

il

.N.D.nhem Indianﬁ Public .Se.l;’icé

Cause No. 4!'4.'46

Valuation of Electric

Northern Indiana Public Service Company
Company Generating Facilitics
Northern Indiana Public Service Company 01708, 03/08 | Northern Indiana Public Service Cause No. 43396 Asset Valuation
Company
Norihkern Indiana Public Service Company 08/08 Northern Indiana Public Service Cause No. 43526 Fair Market Value
Company Assessment
‘Towa Utilities Board:: R DR R s e e e GERb
Interstate Power and Light 705 Interstate Power and Light and Docket No. SPU-05-15 Sale of Nuclear Plant
FPL Energy Duane Arnold, LI.C
Interstate Power and Light s07 City of Everly, lowa Docket No., SPU.06.5 Municipalization
[nterstate Power and Light 5007 City of Kalona, lowa Docket No. SPU-06-6 Municipalization
Interstate Power and Light 5/07 City of Weltman, lowa Docket No. SPU-06-10 Municipalization
Interstate Power and Light 507 City of Terril, lowa Docket No. SPU-06-8 Municipalization
Enterstafe Power and Light 5107 City of Rolfe, lowa Docket No. SPU-06-7 Municipalization
Maing Public Utilify Commission LT SO IoeP e IR i R N i DR
Northem Utilities 5/96 Granite State and PNGTS Docket No. 95-480, 95- | Transporiation Service and
481 PBR
Maryland Public Sérvice Commission Vi : : : iR :
Eastalco Aluminum 3/82 Potomac Edison Docket No. 7604 Cost Allocation
Potomac Efectric Power Company 8/99 Potomac Electric Power Company | Docket No. 8796 Stranded Cost & Price
Protection
Mass. Department of Public Utilities = L R e L e T T e
Haverhill Gas 5/82 Haverhill Gas Docket No. DPU #1115 Cost of Capital
New England Energy Group 1/87 Commission Investipation Gas Transportation Rates
Energy Consortitm of Mass. /87 Commonwealth Gas Company Daocket No. DPU-87-122 | Cost Alloc./Rate Design
Mass, [nstitute of Technology 12/88 Middleton Municipal Light DPU #88-91 Cost Alloc Rate Design
Energy Consortium of Mass. 3/89 Boston Gas DPU #88-67 Rate Design
PG&E Bechtel Generating Co./ 10/91 Commission Investigation DPU #91-13t Valuation of Environmental
Constellation Holdings Externalifies

Rebuttal Testintony of John 1. Reed

Union Electric d'b/a Ameren Missouri
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EXPERT TESTIMONY OF JOHN J. REED

REGULATORY AGENCIES

SPONSOR DATE CASEIAPPLICANT DOCKET NoO, SusjeCT
Coalition of Non-Utility Generators Cambridge Electric Light Co. & DPL) 91-234 Integrated Resource
Commonwealth Electric Co. EFSC 91-4 Mnnagement
The Berkshire Gas Company 5/92 The Berkshire Gas Company DPU #92-154 Gas Purchase Contract
Essex County Gas Company Essex County Gas Company Approval
Fitchburg Gas and Elec. Light Co. Fitchburg Gas & Elec. Light Co.
Boston Edison Company 7/92 Boston Edison DPU #92-130 Least Cost Planning
Boston Edison Company 7/92 The Williams/MNewcorp DPU #92-146 RFP Evaluation
Generating Co.
Boston Edison Company 762 West Lynn Cogeneration DPL #92-142 RFP Evaluation
Boston Edison Company 7192 L Encrgia Corp. DPU #92-167 REP Evaluation
Boston Edison Company 7/92 DLS Energy, Inc. DPU #92-153 REP Evaluation
Boston Edison Company 7192 CMS Generation Co. DPU #92-166 REP Evaluation
Boston Edisen Company 7192 Concord Encrgy DPFU #92-144 RFP Evaluation
The Berkshire Gas Company 11/%3 The Berkshire Gas Company DPU #93-187 Gas Purchase Contract
Colonial Gas Company Colonial Gas Company Approval
Iissex County Gas Company Essex County Gas Company
Fitchburg Gas and Electric Company Fitchburg Gas and Electric Co.
Bay State Gas Company 10/93 Bay State Gas Company Docket No. 93-129 Infegrated Resource Planning
Boston Edisen Company 94 Boston Edison DPU #94-49 Surplus Capacity
Hudson Light & Power Departiment 4/95 Hudson Light & Power Dept, DPU #94-176 Stranded Costs
Essex County Gas Company 5196 Essex County Gas Company Docket No. 96-70 Unbundled Rates
Boston Edison Company 8/97 Boston Edison Company D.P.U. No. 97-63 Holding Company Corporate
Structure
Berkshire Gas Company 6/98 Berkshire Gas Mergeco Gas Co. D.T.E. 938-87 Merge approval
Fastern Fdison Company 8/98 Montaup Eleeteic Company D.T.E. 98-83 Marketing for divestiture of
its generation busingss.
Boston Edison Company 93 Boston Edison Company DT.E 97-113 Possil Generation Divestiture
Boston Edisen Company 2/99 Boston Edison Company D.T.E. 98-112 Nuclear Generation
Divestiture
Eastern Edison Company 12/98 Montaup Electric Company D.T.E. 99-9 Sale of Nuclear Plant
NStar 9/07, 12/07 | NStar, Bay State Gas, Fitchburg DPU 07-50 Decoupling, risk
G&E, NE Gas, W. MA Eleclric
NStar 6/11 NStar, Northeast Utilities DPU 10-170 Meiger approval
Mass, Energy Facilities Siting Couneil. -/ il e i b L b R
Mass. Institte of Technology 1/89 MM.W.E.C. EFSC-88-1 Least-Cost Planning
Boston Edison Company 990 Boston Edisen EFSC-50-12 Electric Generation Mkts

Rebuttal Testimony of John J. Reed

Union Ebeelrie dTa Ameren Missouri

SCHEDULE HR-R2
PAGEGOF 19




EXPERT TESTIMONY OF JOHN J, REED

REGULATORY AGEXCIES

SPONSOR DATE CASE/APPLICANT DOCKET No. SUBJECT
Silver Cify Energy Ltd. Partnership 11/91 Silver City Energy D.P91-100 State Policies; Need for
Facility
Michigain Public Service Commission el S S R Y R I SR
Dretroit Edison Company 9/98 Detroit Edison Company Case No. U-11726 Maiket Value of Generation
Assets
Consumers Energy Company 806, 1/07 | Consumers Energy Company Case No, 1-14992 Sale of Nuclear Plant
WE Eneigies 12/11 Wisconsin Electric Power Co Case No, U-16830 Economic Benefits/Prudence
Consumer Energy Company 6/2013 Consumers Energy Company Case No. U-17429 Certificate of Need,
Integrated Resource Plan
WE Energies 08/14 WE Energies/Tnlegrys Case No. U-17682 Merger Application
Minnesela Public Utilities Commission il fno i pe i i SRR I T P s : L
Xcel Energy/Ne. States Power 9/04 Keel EncrgyMNo. States Power Docket No. GO02/GR- NRG Impacts
04-1511
Interstate Power and Light 8/05 Interstate Power and Light and Docket No. E001/PA-05- | Sale of Nuclear Plant
FPL Energy Duane Amold, LLC 1272
Werthen States Power Company 11/05 Northern States Power Company Docket No. EQ02/GR-05- | NRG Impacts on Debt Costs
d/b/a Xeel Energy 1428
Noerthem States Power Company 09/06, NSP v. Excelsior Docket No, EGL72/M-05- | PPA, Financial Impacts
dib/a Xcel Energy 10/06, 11/06 1993
Northern States Power Company 11/06 Northern States Power Company | Docket No. GO02/GR- Return on Equity
db/a Xeel Energy 06-1429
Northem States Power 11/08,05/09 | Northem States Power Company | Docket No. E002/GR-08- | Return on Equity
10635
MNotthern States Power 117409 Northemn States Power Company Docket No. G002/GR- Refurn on Equity
6/10 09-1153
Northemn States Power 11710, 5/11 | Northern States Power Company | Docket No, E002/GR-10- | Retorn on Equity
971
Missouri Public Service Commission: S L ] T L e e R T L
Missousi Gas Energy 1/03 Missouri Gas Energy Case No. GR-2001-382 Gas Purchasing Practices;
0403 Prudence
Aquila Networks 2/04 Aguila-MPS, Aquila_L&P Case Nos. ER-2004-0034 | Cost of Capital, Capital
HR-2004-0024 Structure
Aquila Networks 2i04 Aquila-MPS, Aquila_L&P Case No. GR-2004-0072  § Cost of Capital, Capital
Structure

Rebutial Testimony of John J. Reed
Union Eleciric db'a Ameren Missouri
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EXPERT TESTIMONY OF JOIN L REED

REGULATORY AGENCIES

SPONSOR DATE CASE/APPLICANT DOCKET NO. SUBJECT
Missouri Gas Energy 1105 Missouri Gas Energy Case Nos, (R-2002.348 | Capacity Planning
2/06 GR-2003-0330
706
Missouri Gas Energy 110, 1A11 | KCP&L Case No. ER-2010-0355 | Natural Gas DSM
Missouri Gas Erergy 11/, /11 | KCP&L GMO Case No, ER-2010-0356 | Natural Gas DSM
Laclede Gas Company 5711 Laclede Gas Company Case No. CG-2011-0098 | Affiliate Pricing Standards
Union Electric Company d/b/a Ameren 2/12, 812 | Union Electric Corpany Case. No. ER-2012-0166 | ROE/earnings
Missouri atirition/regulatory lag
Union Eleciric Company d/b/a Ameren 08/14 Noranda Aluminum Inc. Case No. EC-2014-0223 | Ratemaking; regulatory and
Missouri economic policy
Montana Public Serviee Commission il s Dy fp B e S
Great Falls Gas Company 10/82 Great Falls Gas Company Docket No, 82-4-25 Gas Rate Adjust. Clause
Nat. Energy Board of Canads : Sl Ch : it e e s e
Alberta-Northeast 2/87 Alberta Northeast Gas Export Docket No. GH-1-87 Gas Export Markets
Project
Alberta-Northeast 11/87 TransCanada Pipeling Docket No. GH-2-87 Gas Export Markets
Alberta-Northeast 1/90 TransCanada Pipeline Docket No. GH-5-89 Gas Export Markets
Indep, Petroleum Association of Canada 1/92 Interprovincial Pipe Line, Inc. RH-2-%1 Pipeline Valuation, Tell
The Canadian Association of Petrolenin 1193 Transmountain Pipe Line RH-1-93 Cost of Capital
Producers
Alliance Pipeline L.P, 6/97 Alliance Pipeline L P. GH-3-97 Market Study
Maritimes & Noribeast Pipeline 97 Sable Offshore Energy Project GH-6-96 Market Study
Maritimes & Northeast Pipeline 2/02 Maritinies & Northeast Pipeline GH-3-2002 Natural Gas Demand
Analysis
TransCanada Pipelines 3/04 ‘TransCanada Pipelines RH-3-2004 Toll Design
Brunswick Pipeline 5/06 Brunswick Pipeline GH-1-2006 Market Study
TransCanada Pipelines Lid. 12/06, 04/07 | TransCanada Pipelines Ltd.: Gros | RH-1-2007 Toll Design
Cacouna Receipt Point
Application
Repsol Energy Canada Lid 3/08 Repsol Energy Canada Ltd GiI-1-2008 Market Study
Maritimes & Northeast Pipeline 7o Maritimes & Northeast Pipeline RH-4-2010 Regulatory policy, toll
development
TransCanada Pipelines Lid 9/11,5/12 | TransCanada Pipelines Lid. RH-3-2011 Business Services and Tolls
Application
Trans Mountain Pipeline LLC 6/12, 1/13 ; Trans Mountain Pipeline LLC RH-1.2012 Toll Design

Rebutial Testiniony of John J. Reed
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EXPERT TESTIMOXNY OF Jous J, REED

REGULATORY AGENCIES

SPONSOR DATE CASE/APPLICANT DOCKET NO, SuBJECT
TransCanada Pipelines Ltd 8/13 TransCanada Pipelines Ltd RE-001-2013 Toll Design
NOVA Gas Transmission Ltd 11/13 NOVA Gas Transmission Lid OF-Fac-Gas-N081-2013- | Toll Design
1001
Trans Mountain Pipeline LLC 12/13 Trans Mountain Pipeline LLC OF-Fac-0il-T260-2013- | Economic and Financial
03 01 Feasibility and Project
Benefits
Energy East Pipeline Lid. 10/14 Energy Fast Pipeline Economic and Financial
Feasibility and Project
Benefits
Now Brunswick Energy and UG BOard, - L 100 oy o Lm0 e B it e ot f e o L ey e T e,
Atlantic Waltboard/JD Irving Co 1/08 Enbridge Gas New Brunswick MCTN #298600 Rate Setting for EGNB
Atlantic Waltboard/Flakeboard 09/09, 6/10, | Enbridge Gas New Brunswick NBEUB 200%-017 Rate Setting for EGNB
7110
Atlantic Wallboard/Flakeboard 1/14 Enbridge Gas New Brunswick NBEUB Matier 225 Rate Setting for EGNB
NH Publie Utilities Commission 00 SRR R i [E o U e e
Bus & Industry Association 6139 P.5. Co. of New Hampshire Docket No. DR89-091 Fuel Costs
Bus & Indusiry Association 590 Northeast Utilitics Docket No. DRE9-244 Merger & Acq. Issues
Eastem Utilities Associates 6/90 Eastern Utilities Associates Docket No. DF89-085 Merger & Acq. Issies
EnergyNorth Natural Gas 12/90 EnergyNorth Natural Gas Docket No. DE90-166 Gas Purchasing Practices
EnergyNorth Natural Gas 790 EnergyNorth Natural Gas Docket No. DR90-187 Special Contracts, Discounted
Rates
Northern Utilities, Ine. 12/91 Commission Investigation Docket No. DR91-172 Generic Discounted Rates
Public Service Co. of New Hampshire 714 Public Service Co, of NH Daocket No. DE 11-250 Prudence
New Jersey Board of Public Utilities 7 5o n i o TR B S
Hilton/Golden Nugget 12/83 Atlantic Eleciric B.P.U. 832-154 Ling Extension Policies
Golden Nugget 3/87 Atlantic Electric B.P.U. No. 837-658 Line Extension Policies
New Jersey Natural Gas 2/8% New Jersey Natueal Gas B.P.U. GR89030335) Cost Alloc./Rate Design
New Jersey Natural Gas 191 New lersey Natural Gas B.P.U. GR90080786] Cost Alloc./Rate Design
New Jersey Natural Gas 8/91 New Jersey Naturat Gas B.P.U. GRI1081393] Rate Design, Weather Norm.
Clause
New Jersey Natural Gas 493 New Jersey Natural Gas B.P.U. GRO3040114 Cost Alloc./Rate Design
South Jersey Gas 494 South Jersey Gas BRC Dock No. Revised levelized gas
GRO806334 adjusiment

Rebuttal Testimony of John F Reed
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EXPERT TESEHIMONY OF JOHN J. REED
REGULATORY AGENCIES

SPONSOR DATE CASE/APPLICANT DOCKET NO. SUBJECT
MNew Jersey Utilitics Association 9/96 Commission Investipation BPU AX96070530 PBOP Cost Recovery
Morris Energy Group 11/09 Public Service Electric & Gas BPU GR 09050422 Discriminatory Rates
Hew Jemsey American Water Co, 4410 New Jersey American Water Co. BPU WR 1040260 Tariff Rates and Revisions
Electric Customer Group 01l Generic Stakeholder Proceeding BPU GR10100761 and Natural gas ratemaking
ERI10100762 standards and pricing
New Mexieo Public Serviee Commissian 70 L i S e S :
(Fas Company of New Mexico 11/83 Public Service Co. of New Docket No. 1833 Cost Alloc./Rate Design
Mexico
Sauthwestern Public Service Co., New 1212 SPS New Mexico Case No. 12-00350-UT Rate Case, Return on Equity
Mexico
New York Public Seérvice Commission -~ - AU e e e ey R R L A A TR P T RO R
Troguois Gas. Transmission 12/86 Iroquois Gas Transmission Case No. 70363 Gas Markets
System
Brooklyn Union Gas Company 8/95 Brooklyn Union Gas Company Case No. 95-6-0761 Panel on Industry Directions
Central Hudson, ConEdison and Niagara 900 Central Hudson, ConEdison and Case No. 96-E-0909 Section 70, Approval of New
Mohawk Niagara Mohawk Case No. 96-E-0897 Facilities
Case No. 94-E-0098%
Case No. 94-E-0099
Central Hudson, New York State Electric & 5/ Toint Petition of NiMo, NYSEG, Case No. 01-E-0011 Section 70, Rebuttal
Gas, Rochester Gas & Electric RGE&E, Central Hudson, Testimony
Constellation and Nine Mile Point
Rochester Gas & Electric 12/03 Reochester Gas & Electric Case No, 03-E-1231 Sale of Nuclear Plant
Rechester Gas & Electric 01/04 Rachester Gas & Electric Case Ne. 03-E-0765 Sale of Nuclear Plant;
Case No. 02-E-0198 Ratemaking Treatment of
Case No. 03-E-0766 Sale
Rochester Gas and Electric and NY State 2/10 Rochester Gas & Electric Case No. 09-E-0715 Depreciation policy
Electric & Gas Corp NY State Electric & Gas Corp Case No., 09-E-0716
Case No. 09-E-0717
Case No. 09-E-(0718
Nova Scotia Utilily and Review Board om0 R Dt R R L i
Nova Scotia Powsr 9412 Nova Scotia Power Docket No, P-893 Audit Reply
Nova Scotia Power 314 Nova Scotia Power Docket No. P-887 Auwdit Reply

Rebuttal Testimony of John J, Reed
Union Electric d'h/a Ameren Missourd
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EXPERT TESTIMONY OF JOILN J. REED

REGULATORY AGENCIES

SPONSOR DATE CASE/APPLICANT DOCKEY NO. SUBJECT
Oktahoma Corgoration Commission RS R D I R ; . S
QOklahoma Natural Gas Company 6/98 OMahoma Natoral Gas Company | Case PUD No, Storage issues
980000177
Oklahoma Gas & Electric Company 9/05 Oklahoma Gas & Electric Cause No. PUD Prudence of McLain
Coempany 206500151 Acquisition
Oklahoma Gas & Electric Company 03/08 Oklahoma Gas & Electric Cause No. PUD Acquisition of Redbud
Company 200800086 generating facility
Oklahoma Gas & Electric Company 08/14 Qklahoma Gas & Electric Cause No. PUD Integrated Resource Plan
Company 201400229
Ontario Energy Board o105 ansin il v niig o e T SR R e e e
Market Hub Pariners Canada, L.P, 5/06 Natural Gas Electric Interface File No. EB-2005-0551 Matket-based Rates For
Roundtable Storage
Pennsylvania Public Utility Commission oo R R R DR DR
ATOC 495 Equitrans Docket No. R-00943272 | Rate Design, unburdling
ATOC 3/96 Equitrans Docket No. P-009408856 | Rate Design, unbundling
4/96
Rhade Istand Public Utilitics Commission L LT IR TR e
Newpord Eleciric 7i81 Newport Eleciric Docket No, 1599 Rate Aftaiion
South County Gas /82 South County Gas Docket No, 1671 Cost of Capital
New England Energy Group 7/86 Providence Gas Company Docket No. 1844 Cost Alloc./Rate Design
Providence Gas 8/88 Providence Gas Company Docket No. 1914 Lond Forecast., Least-Cost
Planning
Providence Gas Company and The Valley Gas 1/01 Providence Gas Company and Docket No. 1673 and Gas Cost Mitigation Strategy
Company 3/02 The Valley Gas Company 1736
The New England Gas Company 3/03 New England Gas Company Docket No. 3459 Cost of Capital
TFexas Public Utility Commission i x5 il i i S
Southwestern Electric 5/83 Southweslern Electric Cost of Capital, CWIP
P.U.C. General Counsel 11550 Texas Utilitics Electric Company | Docket No. 9300 Gas Purchasing Practices,
Prudence
Oncor Electric Detivery Company 8/07 Oncor Electrc Delivery Company | Docket No. 34040 Repulatory Policy, Rate of
Return, Return of Capital and
Consolidated Tax Adjustment
Oncar Electric Delivery Company 6/08 Oncor Electric Delivery Company | Docket No.33717 Regulatory policy
Rebuttal Testimony of John J. Tteed
Union Eleciric d'b'a Ameren Missouri
SCHEDULE JJR-1k2
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EXPERT TESTIMONY OF JOUN J. REED

REGULATORY AGENCIES
SPONSOR DATE CASE/APPLICANT DOCKET NO, SUBJECT
Oncor Electric Delivery Company 10/08, 11/08 | Oncor, TCC, TNC, ETT, LCRA Docket No. 35665 Competilive Renewable
T8C, Sharyland, STEC, TNMP Energy Zone
CenterPoint Energy 6/10 CenterPoint Energy/Houston Docket No. 38339 Regulatory policy, risk,
10/10 Electric consolidated taxes
Oncor Electric Delivery Company i1 Oncer Electric Delivery Company | Docket No. 38929 Regulatory policy, risk
Cross Texas Transmission 08/12 Cross Fexas Transmission Docket No. 40604 Return on Equity
11412
Southwestern Public Service 11/12 Southwestern Public Service Docket No. 40824 Return on Equity
Lone Star Transmission 5414 L.one Star Transmission Docket No. 42469 Return on Equity, Debt, Cost
of Capifal
Texas Railroad Commission I A s i T R e
Western Gas Interstate Company 1/85 Southern Union Gas Company Docket 5238 Cost of Service
Atmos Pipeling Texas HWI0: 1711 | Atmos Pipeline Texas GUD 10000 Ratemaking Policy, risk
Texas Siate Legislature
CenterPoint Energy 4/13 Association of Electric Companies | SB 1364 Consolidated Tax Adjustment
of Texas Clause Legislation
Utah Public Service Commission:: o, RS B AN R LR i :
AMAX Magnesium 1/88 Mountain Fuel Supply Company | Case No. 86-057-07 Cost Alloc/Rate Design
AMAX Magnesium 4/88 Utah P&L/Pacific P&L Case No. §7-035-27 Merger & Acquisition
Utah Industrial Group 790 Mountain Fuel Supply Case No. 89-057-15 (Gas Transportation Rates
8/90
AMAX Magnesium 9/90 Utah Power & Light Case No. 89-035-06 Energy Balancing Account
AMAX Magnesium 8/90 Utah Power & Light Case No. 90-035-06 Electric Service Pdorities
Questar Gas Company 12/07 Questar Gas Company Docket No. 07-057-13 Benchmarking in support of
ROE
Yermonf Public Service Board 7200 F I T R T T L I R T L e i B B Ty
Green Mountain Power 8/82 Green Mountain Power Docket No. 4570 Rate Aflrition
Green Mountain Power 12/97 Green Mountain Power Docket No. 5983 Cost of Service
Green Mouniain Power 7/98, 900 | Green Mountain Power Docket No. 6107 Rate development

Rehuttal Testimony of John J. Reed
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EXPERT TESTIMONY OF JOHN J. REED

REGULATORY AGENCIES

SPONSOR DATE CASE/APPLICANT DOCKET No. SUBJECT
Wiscdnsin Public Service Cammission - BRURETO S : SO e e T e
WEC & WICOR 1199 WEC Docket No. 3401-YO- Approval to Acquire the
100 Stock of WICOR
Bocket No. $402-YO-
i01
Wisconsin Electric Power Company 107 Wisconsin Electric Power Co, Docket No. 6630-EI-113 | Sale of Nuclear Plant
Wisconsin Electric Power Company 10/09 Wisconsin Eleciric Power Co, Docket No. 6630-CE-302 | CPCN Application for wind
project
Northem States Power Wisconsin 10/13 Xcel Energy (dba Northern States | Docket No, 4220-UR- Fuel Cost Adjustments
Povwer Wisconsin) 119
Wisconsin Electric Power Company 11113 Wisconsin Electric Power Co. Docket No. 6630-FR-104 | Fuel Cost Adjustment
WE Energy 08/14 WE Energy/Integrys Docket No. 9400-YO- Merger approval

100

Rebuttal Testimony of John J. Reed
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ATTACHMENT JIR-2

EXPERT TESTIMONY OF JO1N J. REED

COURTS AND ARBITRATION
. PAGE 14 OF 19
SPONSOR DATE CASE/APPLICANT DOCKET ND, SUBJECT
Amnerdean Arbifration Assoclatfon e e PR :
Michael Polsky 391 M. Polsky vs. Indeck Enerpgy Corporate Valualion,
Damages
ProGas Limited 7/92 ProGas Limited v, Texas Eastem Gas Contract Arbitration
Attala Generating Company 12/63 Atiala Generating Co v. Attala Case No. 16-Y-198- | Power Project Valuation;
Energy Co. 00228-03 Breach of Contract;
Damages
Nevada Power Company 4/08 Nevada Power v, Nevada Power Purchase Agreement
Cogeneration Assoc. #2
Sensata Technologies, Inc/EMS Engineared 1111 Sensata Technologies, Inc JEMS | Case No. 11-198-Y- Change in usage
Materials Solutions, LLC Engineered Materials Solutions, | 00848-16 dispute/danmges
LLC v. Pepco Energy Services

Comimonwealth of Massachusetfs; Appellate Tax Board:=":0

NStar Electric Company { 814 | NStar lectnc Coupany

| Valuation Melh.odot.ogy.

Commoiiwealth of Massachusetis, Suffolk Superlos Court: i)

John Hancock 1/84

] Tnmt).r.Cl.mrch v. John Hancock | C.A. No. ;1.452

| Damages Quantification

State of Coldrado Disirief Court; Connfy of Garfield

Questar Corporation, el al r 11/00 | Questar Corporation, ef al,

State of Delawaré, Coiirt of Chancery; Neww Castle Counfy i ey A T i
Wilmington Trist Company 11/05 Calpine Cosporation vs, Bank Of | C.A. No. 1669-N Bond Indesture Covenants
New York and Wilnmingten
Trust Company
Hlisisis Appelfate Court, Fith Division - 5iismainsi sy R S ORI S
Norweb, ple 8/02 Indeck No. America v. Norweb | Docket No. 97 CH Breach of Contract; Power
07291 Plant Valuation

Rebuttal Testimony of Jolin J. Reed
Urion Eleciric d'bfa Amerea Missoari
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ATTACHMENT JIR-2

EXPERT TESTIMONY OF JOHN J. REED

COURTS AND ARBITRATION
PAGE 15 0F 19
SPONSOR DATE CASE/APPLICANT DOCKET NO. SUBJECT
Tndépéndeint Arbitration Fanel: 0 - B B SRR
Alberta Northeast Gas Limited 2/98 ProGas Lid,, Canadian Ferest
Oil Ltd., AEC Oil & Gas
Ocean State Power 9/02 Qcean State Power vs. ProGas 200172002 Arbitration Gas Price Adbitration
Lid.
Ocean State Power 2/03 QOcean State Power vs. ProGas 2002/2003 Arbitration Gas Price Adbitration
Ltd.
Oxcean State Power 604 Qcean State Power vs. ProGas 2003/2004 Arbitration Gas Price Arbitration
Lid.
Shell Canada Limited T7/05 Shell Canada Linited and Nova Gas Contract Price
Scatia Power Inc. Agbitration

Intéimational Court of Arbitration::

Contract Arbifration

Wisconsin Gas Company, Inc. 2/97 Wisconsin (as Co. vs. Pan- Case No. 9322/CK

Alberta
Minnegasco, A Division of NorAm Energy Corp. 397 Minnegasco vs, Pan-Alberta Case No, 9357/CK Contract Arbitration
Utilicorp United Inc. 4/97 Utilicorp vs. Pan-Alberta Case No, 9373/CK Contract Arbitration
1ES Utilities 97 1ES vs. Pan-Alberta Case No. 9374/CK Contract Arbitration

707,

ﬂ\!O..Indu.sh.'ie.s II‘)C. \s

Doclel No. 214603

Breaé[fRéI:\led Damages,

Alberta Northeast Gas Limited

Transamerica Corp., et. al.
10/07 Transanrrica Corp., ef. al. Enterprise Value

_State of Netv York, Nassau Connfy Suprefne Conrt: i b sl i i b b D B s
Steel Los I, LP 6/08 Steel Los I[, LP & Associated Tindex No. 5662/05 Properly seiziwe

Brook, Corp v. Power Authority

of State of NY
Provinice of Alberta, Court of Queen’s Bencly i niiinnsiy L S S M
Alberta Northeast Gas Limited 5/07 Cargill Gas Marketing Ltd. vs. Action No. 0501-03291 | Gas Coatracting Practices

Rebuttal Testimony of Johi J. Reed

TUnion Electric d'hfa Ameren Mistonri

SCHEDULE JJR-R2
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ATTACHMENT JIR-2

EXPERT TESTIMONY OF JOIEN J. REED

COURTS AND ARBITRATION
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SPONSOR

DATE

CASE/APPLICANT

DOCKETNO.

SvmIECT

“State of Rhode Tsland, Providence Cily Court;

Aquidneck Energy ]

5/87

| Laroche vs. Newport

l Least-Cost Planning

Staté of Téxas Hofchluson County Coiirt?

Western Gas Intersiate

5/85

State of Texas vs. Western Gas
Titerstate Co,

Case No. 14,843

Cost of Senvice

Norliwestern National Insurance Company I

[ ASARCOLLC

| No. 01-2680-D

11/11 [ Damages
State of Utali Thivd Disfrief Court: 500000 e R S
PacifiCorp & Holme, Reberts & Owen, LLP Lo7 UJSA Power & Spring Canyon Civil Mo. 050903412 Breach-Related Damages
Energy vs. PacifiCorp. et, al.
U.S, Bankrijptey Courf, District of Neww Hampshive: 500 sinni iy s i L e s e R
EUA Power Coiporation 7192 EUA Power Cosparation Case No, BK-91-10525- | Pre-Petition Selvency
JEY

U.S. Bankrupfcy Court, Distric Of New Jersey

705

Ponderosa ane Eilefgy Partners,

“Case No. 05-21444

Forward Contract

Ponderosa Pine Energy Partners, Ltd.

Lid. Bankruptcy Treatment
ULS, Bankwiipicy Court, Now DIstrict of New York i o e e R B s
Cayuga Energy, NYSEG Solutions, The Energy 09/09 Cayuga Energy, NYSEG Case No. 06-60073- | Going concem
Network Solutions, The Energy Network | g-sdg
U.S. Bankripfcy Coirt, S6. DIstedct OF New Yok i i b v e it S e e s b
Jolws Manville 5/04 Enron Energy Mkig. v. Joluis Case No. 01-16034 Breach of Contract;

Manvitle;
Enron No. America v. Johns
Manville

(WJG)

Damages

Rebuital Testimony of John J. Reed
Tnion Electric &/Wa Ameren Missonri

SCHEDULE JJR-R2
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ATTACHMENT JIR-2

EXPERT TESTDMONY OF JOIN J. REED

COGRIS AND ARBITHATION

PAGE 17 OF 19

SPONSOR

DATE

CASE/APPLICANT

DOCKET NO.

SUBJECT

U.S; Bapkruptcy Court, Northern District Of Texas -

11/04 .

Mirant Corporation, et al. v.

Case No. 03-4659;

PPA Herpretation; Leasing

Southem Maryland Electric Cooperative, Inc. and
Potomac Electrie Power Company SMECO Adversary No. 04-
4073
U S COUNT OF FOMBTAL CTALIIS -5 5yt dd ot £ A i i e e A A Firis e
Boston Edison Company 7105, Boston Edison v. Departiment of | No. 99-447C Spent Nuclear Fuel
11/06 | Energy No. 03-2626C Litigation
Consolidated Edison of New York 08/07 Consolidated Edison of New No. 06-305T Leasing, tax dispute
York, Inc. and subsidiaries v.
United Stafes
Consolidated Edison Company 2/08, /08 | Consolidated Edison Company  } No. 04-0033C SNF Espert Report
v. United States
Vermont Yankee Nuclear Power Corporation 6/08 Vermont Yankee Nuclear Power | No. 03-2663C SNF Experi Report

Corporation

U, §. District Court, Bouldér County, Coloradoi=:

KN Energy, Inc.

KN Energy \s Colorado

GasMark, Inc.

Case No. 02 CV 1474

Gas Contract Interpretation

. 8, Distrdct Coiirt, Northern Califorinia®

Case No. C94-0911

Fraud Claim

Pacific Gas & Eleciric Co/PGT 4/97 Norcen Energy Resources

PG&E/PGT Pipeline Exp. Project Limited VRW

“{J, S, District Court, District of Connectleut::i iy G T R e

Constellation Power Source, Inc, 12/04 Constellation Power Source, Ine. | Civil Action 304 CV | 150 Struciure, Breach of
v. Select Energy, Inc, 983 (RNC) Contract

Rebutial Tesiimony of Jolin J. Reed

Union Electiie d'h'a Ameren Missonrd

SCHEDULE JJR-R2
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ATTACAMENT JIR-2

EXPERT TESTIMOXNY OF JOHN J. REED

COURTS AND ARBITRATION
PAGE 1B OF 19

SrONSOR

DATE

CASE/APPLICANT

DOCKETNO,

SUBJECT

U.S. District Court, Northeérn District of Ilinols, Eastérin Diviston::

u.s. Secumaes aud E\cchauge

Case No. 07 C 4483

. Prudel.:ce, PﬁR

U.S. Secunities and Exchangs Commission 412

Conunission v. Thomas Fisher,

Kathleen Halloran, and George

Belirens
U. 8. Districf Conrt, Massachusefés: R L T T T S sk
Eastern Ulilities Associates & Donald F. Pardus 3/94 NECO Futerprises Inc. vs. Civil Action No. 92- Seabrook Power Sales

Eastermy Utilities Associates

10355-RCL

U. S. Piifrice Coniit, Mogfana 500

KN Energy, Inc.

9/92

KN Energy v. Freeport
MaeMoRan

Trocket No. €V 51-10-

BLG-RWA

Gas Contract Settlement

V.S, Distidct Court, New Hampshive:::

Portland Natural Gas Transmission and Manhmes

9/03

Public Service Company of New

Docket No. C-02-

Tmpainnent of Electric

& Northieast Pipeline Hampshire vs, PNGTS and 105-B Transmission Right-of-Way
ME&NE Pipeline

U. S. DIstrict Court, Sovthern Distrlet of New York::-: i

11799,

“Central Hudson v, .!.{i\'.t‘rk.eq.)er, .

Civit Action 99 Civ

Electric restructuring,

Central Hudson Gas & Electric
8/00 Ine., Robeit H. Boyle, Joln J. 2536 (BDP) environmental impacts

Cronin
Cousolidated Edison 3/02 Consolidated Edison v, Case No. 01 Civ. Industry Standards for Due

Northeast Ulilities 1893 (JGK) (HP) Diligence
Merll Lynch & Company 1/05 Mersill Lynch v, Allegheny Civil Action 02 CV Due Diligence, Breach of

Energy, Inc. 7689 (HB) Contract, Damages
UL 8. Distrie¢ Court, Eastevin Distrief of Vieghaia @i nninsns T R e e
Aquila, Tnc, 1/05, 2/05 | VPEM v. Aquila, Inc. Civil Action 304 CV | Breach of Contract,

411 Damages
Rebuftal Testimony of John J. Reed
Tnion Electric d'bfa Ameren Missonri
SCHEDULE JJRR-R2

PAGE1BOF19




ATTACHMENT JIR-2

EXPERT TESTIMONY OF JOHN J. REED
COURTS AND ARBITRATION

PAGE 190F 19

SPONSOR DATE CASE/APPLICANT

DOCKET NO. SUBJECT

U. 8. DIstrict Court, Portland Maiu:

ACEC Maine, Inc. ot al. T 1 101 | CIT Financial vs. ACEC Mame

Docket No. 90-0354-8 .Projec! Valuat;lon

Combustion Engineering 1/92 Combustion Eng. vs. Miller Dockel No, 89-0168P Cutput Modeling;
Hydro Project Valuation

U.S. Securitles aid Exchange Comimlsston oo i i B R R R ey

Eastern Utilities Association | 1092 | EUA Power Corporation { Fils No. 70-8034 [ Value of EUA Power

Couricif of the Disirict of Coliitnbia Commitiee on Consuiier and Regulatory Affafis © oot sn v s v tin i o

Potomac Eleciric Power Co. | 1199 l Potomac Electric Power Co. ] Bill 13-284 E Utility restructuring

Rebuttal Testimony of John J. Reed
Union Electric db/a Ameren Missoori

SCHEDULE JIR-R2
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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of Union Electric Company )
d/bla Ameren Missouri’s Tariffs to ) Case No. ER-2014-0258
Increase Its Revenues for Electric Service. )
AFFIDAVIT OF JOHN REED

COMMONWEALTH OF MASSACHUSETTS )
COUNTY OF MIDDLESEX ; v
John Reed, being first duly sworn on his oath, states:

I. My name is John Reed. I work in the City of Marlborough,
Massachusetts, and [ am employed by Concentric Energy Advisors, Inc.

2 Attached hereto and made a part hereof for all purposes is my Rebuttal
Testimony on behalf of Union Electric Company d/b/a Ameren Missouri consisting of

45 pages, and Attachments JJR-1 and JJR-2, all of which have been prepared in

written form for introduction into evidence in the above-referenced docket.

3 I hereby swear and affirm that my answers contained in the attached

testimony to the questions therein propounded are true and correct.

Subscribed and sworn to before me this f'f day oh@,h waA b\ 7 , 2015,

\\{ Hel o0 \__/ Alr ﬂ{Y/()‘ (Q

Notary Public

My commission expires: [ / ey /-3~

O JOAMME P, %lCi‘l(ll::ORD
Moty PUB
A CF MASSACHUSETTS
\ﬁ COM“;:{I‘ l' lli" ION EXPIRES
Goliiiz 15, 2015





