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)
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AFFIDAVIT OF ROSELLA L. SCHAD
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COUNTY OF COLE

Rosella L. Schad, is, of lawful age, and on her oath states: that she has participated in the
preparation of the following Surrebuttal Testimony in question and answer form, consisting of

pages to be presented in the above case; that the answers in the following Surrebuttal
Testimony were given by her; that she has knowledge of the matters set forth in such answers;
and that such matters are true and correct to the best of her knowledge and belief.

Rosella L. Schad

Subscribed and sworm to before me this 2‘ Z day of % LM’ . , 2002,
J&@ﬂ,@ﬂﬁfw

TONI M. CHARLTON
NOTARY PUBLIC STATE OF MISSOURI
COUNTY OF COLE
My Commission Expires December 28, 2004
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What is your name and business address?

Rosella L. Schad, P.O. Box 360, Jefferson City, MO 65102.

o > O

By whom are you employed and in what capacity?

A I am employed by the Missouri Public Service Commission (PSC or
Commission) as an Engineer I in the Engineering and Management Services Department.

Q. What are your duties as an Engineer in the Engineering and Management
Services Department?

A I am responsible for engineering analyses and depreciation determinations of
companies regulated by the Commission.

Q. What are your qualifications, educational background and experience?

A In 1978, I eamed a Bachelor of Science degree in Mechanical Engineering
from the University of MissouriColumbia. 1 am a registered Professional Engineer in
Missouri. I was employed by Union Electric (now AmerenUE) as an engineer intern during
the summer of 1977 and employed as a mechanical engineer by Union Electric in its Nuclear
Construction Department from 1978-1980. 1 joined the Missouri Public Service Commission
Staff in the Depreciation Department in 1999.

Q. Have you previously filed testimony before this Commission?
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A Yes. As shown in Schedule 1 attached to my testimony is a list in which I
have previously filed testimony.

Q. Have you previously filed testimony in the July 2001 filing or the March 2002
filing in this case?

A No.

Q. What is the purpose of your testimony in this case?

A The purpose of my testimony in this case is to present Staff’s surrebuttal
position of Company witnesses Garry L. Randolph and Thomas LaGuardia. I will also
present Staff’s surrebuttal position of Company witness William Stout, P.E. as does Staff
Witness Jolie Mathis.

Q. What issues will you address?

A I will address:

1) The Company’s use of depreciation rate determination to attain a
targeted level of cash flow for future infrastructure needs;

2) The Company’s retirement dates for fossil-fueled production plant
accounts and the truncation of average service lives (ASL) for
determining the appropriate depreciation rate;

3) The Company’s projected decommissioning costs for fossil-fueled
plants and the recovery of these future costs, which are speculative, by
currernt ratepayers,

4) Determination of ASL for Callaway Nuciear Production Plant

accounts; and
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5) The Company’s amortization to address a depreciation reserve
deficiency, which in the absence of issues 2), 3), 4) and the issue of
Distribution Plant cost of removal (addressed by Staff Witness Ms.
Jolie Mathis) does not exist.
L DEPRECIATION RATE DETERMINATION

Q. Why is depreciation rate determination an issue?

A Depreciation rate determination is an issue because setting depreciation rates to
attain a targeted level of cash flow for future capital investments is being proposed by
AmerenUE (Company) and is opposed by the Staff.

Q. How does the Company benefit from formulating a relationship between

depreciation expense and major capital improvements?

A The Company benefits by receiving more dollars through depreciation
expense.

Q. How can the Company achieve the desired results?

A The Company can achieve the desired results in three ways: shortened plant

average service lives (ASL), increased net salvage, and positive annual amortizations for
TESEIve Variances.

Q. For purposes of the Company’s rebuttal testimony, which mechanism did they
choose to propose?

A All three. As a result of Mr. Stout’s depreciation parameters, ASL and
prospective cost of removal, Mr. Stout recommends that a $5 million annual amortization
(Stout’s rebuttal testimony, Schedule 1- Depreciation Study, page 11I-13) is necessary to

correct a reserve deficiency. The Company has proposed that depreciation expense, including
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amortizations to the depreciation accrued reserve, need to be increased $30 million from
current levels of depreciation expense. Mr. Stout and the Company propose to continue and
increase prospective cost of removal.

Q. Does Mr. Stout acknowledge that in order to justify depreciation expense in
excess of cuwrrently incurred amounts that AmerenUE should project large capital
expenditures?

A Yes. Projecting high capital expenditures might be one way to justify excess

depreciation expense. ** P

P

P

P %
Q. How did recovery of prospective cost of removal, increase depreciation
expense, and a need for major capital improvements become an impetus in the current case?
A These three issues became an impetus in the current case because in Case No.
WR-2001-844 St. Louis County Water, asked to recover prospective cost of removal through
depreciation expense while stressing its need for major capital improvements. The
Commission’s Report And Order addressed this argument:
...There is ample factual support to allow the Commission to choose
either Staff’s approach or the Company’s. Under the circumstances
faced by the Company, including its need for cash flow to address its
infrastructure issues, the Commission concludes that using the whole
life method and including estimated net salvage is in the public interest.
The whole life method collects net salvage cost ratably over the life of

plant by customers served by the plant. This approach is equitable
based on the circumstances of this case. ..
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St. Louis County Water’s currently ordered depreciation rates include

prospective cost of removal.

Q.

A.

Q.

the needs for cash flow to address infrastructure issues is a proper consideration in calculating

Does the Commission’s Report And Order have additional clarification?
Yes. The Commission’s Report And Order also states:

...The Commission explicitly distinguishes its holding on the net
salvage issue here from its hoiding in Laclede Gas Company’s recent
case, Case No. GR-99-315. The Commission’s holding that the
Company’s use of the whole life method of determining depreciation
rates is based on the record in this case, and on the circumstances in
which the Company finds itself. The whole life method is not
appropriate for all types of property, for all utilittes, and in all
situations. ..

Do you know of any authoritative text on depreciation that states that meeting

depreciation rates?
A No.
Q. On page 24, beginning with line 2 of his rebuttal testimony Mr. Stout states:

Does Mr. Stout’s statement consider depreciation expense a source of cash flow for

AmerenUE is experiencing a tremendous demand for capital to increase
its reserve margin, reinforce its transmission systems and meet the
needs of its customers...Current depreciation expense approximates
$270 million. A 10 percent increase to $300 million will reduce the
amount of outside capital required. Staff’s proposal to decrease
depreciation to less than $200 million will substantially increase the
amount of outside capital required and most likely would have a
negative impact on the cost of capital...

addressing future infrastructure needs of the Company?

A

Q.

consideration in calculating depreciation rates, that depreciation should attain a targeted level

Yes.

Does Mr. Stout include in his definition of depreciation, or as a proper

of cash flow for future infrastructure?
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A No. Mr. Stout does not take such a step in his description of his depreciation
analysis, as given on page 8, lines 3 to 5 of his rebuttal testimony.

Q. Does Staff target a level of cash flow for future infrastructure needs as part of
their depreciation analyses of regulated companies?

A No. It continues to be Staff’s position that depreciation should not be set at a
level to achieve a given level of cash flow for future infrastructure needs.

Q. In Mr. Stout’s current depreciation study, are there specific changes in
methodology for estimating net salvage percentage, which result in the Company’s recovering
increased depreciation expenses from cutrent levels?

A Yes. The Company, in its depreciation estimates, has included estimated
future decommissioning costs for fossil- fueled plants.

Q. Are there other areas of prospective net salvage costs?

A Yes. Cost of removal of Distribution Plant represents a significant net salvage
cost and is addressed by Staff Witness Ms. Jolie Mathis.

Q. In summary, is it Staff’s position that targeting a level of cash flow for future
infrastructure needs, as part of a depreciation analysis, is inappropriate?

A Yes.

1 8 THE COMPANY’S RETIREMENT DATES FOR PRODUCTION PLANT

Q. Why are the Company’s retirement dates for production plant an issue?
A These retirement dates for production plant are an issue because AmerenUE is
projecting the date certain that generation plant will be retired and then using these dates as

the basis for shortening average service lives {ASLs) and increasing the depreciation rates for
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its generation plant. As I state earlier, shortening ASLs’ is one of the three ways to increase
depreciation expense to achieve increased revenue requirements.

Q. Does Mr. Stout acknowledge that average service lives increase if truncation of
the survivor curves occurs 15 years later than the Company’s proposed retirement dates?

A, Yes. In work papers provided in the response to Staff’s Data Request No.
4721 (Schedule 3), Mr. Stout acknowledges that, “The average lives for most installation
years would increase if the interim survivor curves were truncated 15 years later than the age
at which they truncated in the calculations presented in Schedule 1.” (Stout’s Depreciation
Study) The effect of using dates certain for retiring generating units has the impact of
shortening plant service lives. The truncation of the ASL curwe results in increased
depreciation rates.

Q. Has the Commission recently addressed proposed truncation of the ASL curve
for lifespan plant for other electric utilities in Missouri?

A Yes. Truncation of ASLs for lifespan production plant was addressed in The
Empire District Electric Company’s Case No. ER-2001-299.

Q. Are truncated ASLs for lifespan production plant currently ordered for The
Empire District Electric Company?

A, No. The Commission’s Report And Order in that case ordered the Company to
adopt ASLs estimated from non-truncated ASL curves for lifespan production plant.

Q. Do you agree with Mr. Stout’s assertion, on page 33 of his rebuttal testimony,
that Staff witness® inability to estimate the final retirement dates with certainty is not a valid

reason for not truncating the survivor curves?
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A No. A determination of the exact timing of the retirement of a particular
facility can only be made relatively close to the time of its anticipéted retirement date. Until
that time, many variables such as power supply replacement, technology improvements,
market conditions, and regulatory requirements change over time. Because retirement is a
function of many variables that change over time, the final retirement date is uncertain and it
is inappropriate to truncate the survivor curve at this time. These units will continue to
remain in operation as long as it is economical and feasible to do so.

Q. Does the Company acknowledge that the useful life of any generating facility
is determined by the interaction of a host of variables and that these variables are ever
changing over time?

Al Yes. Company Witness Garry Randolph states on page 18, lines 3-4 of his
rebuttal testimony, “Moreover, the variables, which include such things as technology
improvements and regulatory requirements, are ever changing over time.” In addition,
Mr. Randolph states on page 19, line 17-19, “In the end, consideration of the unique
circumstances of each facility as the estimated retirement date approaches will be the final
determinant for a retirement.”

Q. Did you find support for Mr. Stout’s use of the proposed retirement dates for
production plants?

A. No. Mr. Stout, on page 34 of his rebuttal testimony states, “Thus a probable,
although not certain, retirement date can be estimated and used in the determination of annual
and accrued depreciation for power plants.” Mr, Stout supports his use of the proposed
retirement dates by reference to the reasonableness of retirement dates provided by Company

Witness Garry Randolph and AmerenUE’s management, and by comparisons of his
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composite average lives to the mean lives of retired plant from other electric utilities.
However, in work papers provided in the response to Staff’s Data Request No. 4723
(Schedule 4), the Company acknowledges that, “...Engineering judgement rather than a
specific analysis was used to determine the retirement dates...” Notably absent is a specific
engineering or economic analysis by the Company to determine the retirement dates.

In fact, the scope of the Company’s evaluations was superficial as evident by
the fact that no documentation {workpapers required to be produced to the parties) was
produced as a result of AmerenUE’s review of the probable retirement dates for their
generating units.

Q. Does Staff have other questions with the retirement dates given by
Mr. Randolph?

A Yes. In Schedule 5 attached to Mr. Randolph’s rebuttal testimony he provides

the retirement dates for nine production plants. ** HC

HC

HC

HC

HC ** Staff questions the reasonableness of these

final estimated retirement dates and the effects on the reliability of AmerenUE’s system.

Q. In the absence of a specific engineering analysis has the Company provided the
necessary support for their final estimated retirement dates and the truncation of the ASL
curve for lifespan production plant, thereby increasing their depreciation rates?

A No. On page 39 of his rebuttal testimony, Mr. Stout has shown how a

component of his Steam Production Plant’s depreciation rates are derived. “I estimated the
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life characteristics of Steam, Nuclear and Hydraulic Production Plant using truncated survivor
curves.” The truncation of ASLs proposed by Mr. Stout substantially increases depreciation
rates and the annual depreciation accrual without the supporting benefit of a reasoned
analysis.

Q. Should the Commission reject the Company’s ASL’s and depreciation rates for
Steam Production accounts?

A Yes.

Q. What is the increase in annual depreciation accrual, based on September 30,
2001 plant balances, due to Company’s truncation of the ASL curve for AmerenUE’s Steam
Production Plants?

A The increase in annual depreciation accrual, based on September 30, 2001
plant balances, due to Company’s truncation of the steam production phnt’s ASL curve is
$28 million.

i. DECOMMISSIONING COSTS FOR FOSSIL-FUELED PLANTS

Q. Why are decommissioning costs for the fossil-fueled plants an issue?

A Decommissioning costs for the fossil-fueled plants are an issue because it is
speculative as to both the time dismantling will occur and the dollar amount that will be
incurred. Given this uncertainty it is questionable as to whether current customers should pay
the expense of removal.

Q. Do you agree with Mr. Stout’s position on net salvage estimates?

A No. On page 20, lines 13-15 of his rebuttal festimony, he states, *“Since there is
somewhat greater certainty in the net salvage estimate given the conservative nature of the

estimates, I conclude that it also is reasonable to use estimates of net salvage for depreciation

10
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purposes.” However, Mr. Stout built into depreciation rates an estimate that is premised on
the most expensive retirement option. Mr. Stout has ignored the fact that the Company should
choose its most economical one. The Company will make this decision at the time it is
required to make a decision on unit retirement and dismantlement.
Q. How does Mr. Stout arrive at the net salvage estimates he uses for fossil- fueled
plants?
A On page II-27 of his Depreciation Study he states:
...The decommissioning cost estimates for each location were based on
the results of decommissioning studies conducted by TLG Services,
Inc. a consulting engineering firm. The Decommissioning cost
estimates were stated in current (2001) dollars. The decommissioning
of the steam production plants are projected to occur at various dates in
the future. The decommissioning cost estimates were adjusted for the
effect of inflation between 2001 and the projected retirement date to

develop the net salvage percent estimate as shown in the table on the
following page.

Q. Does TLG Services, Inc. take into consideration economic alternatives the
Company may have regarding dismantlement?

A No. On page 10, lines 7-11 of his rebuttal testimony Company Witness
Thomas S. LaGuardia states, “...Dismantling and demolition of the Labadie, Rush Island,
Sioux, Meramec and Venice fossil-fired steam electric generating stations was estimated to
cost approximately $337.6 million total (2001 dollars), including credit for the scrap
generated in the dismantling process. Each site was assumed to be dismantled upon the
cessation of the final unit’s operation.” Other economic alternatives the Company may have
available regarding dismantlement are never considered or analyzed

Q. What other alternatives might be considered?

A Reuse of the site, facilities for new generating plant, or sale of the site as-is

(Schedule 5).

11
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Q. Mr. LaGuardia identifies other fossil-fueled plants used as cost-estimate
models in his decommissioning study? Can you provide a list of those plants?

A. Yes. ** HC

HC

HC

HC--

HC-----**

Q. ** HC

HC -

HC % %

A, ** HC

HC

HC # ok

Q. Did Mr. LaGuardia perform original detailed site-specific dismantling costs for
each of AmerenUE’s four fossil- fueled plants?

A No. According to his rebuttal testimony, page 10, Ines 6-8, Mr. Laguardia
states, “The dismantling costs were compared to other fossil-fueled plants with detailed
dismantling cost estimates prepared by TLG.”

Q. Do the detailed dismantling cost estimates of other fossil-fueled plants that
were used in the study approximate the actual costs incurred to dismantle those fossil-fueled
plants?

A No. None of the fossil-fueled plants used as cost-estimate models in

Mr. LaGuardia’s AmerenUE study have been dismantled, there is no way to determine if the

12
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cost estimates provided to AmerenUE approximate the actual costs AmerenUE could
reasonably anticipate to incur in the future.

Q. Does Mr. LaGuardia list any Missouri fossil-fueled plants, which have been
dismantled?

A, Yes. On page 27, line 1-5 of his rebuttal testimony, he refers to Kansas City
Power & Light’s retired and dismantled Northeast Station Plant located in Kansas City.

Q. Is Staff aware if dismantlement costs and site remediation costs were incurred

after retirement of this 133 MW plant in 1982 (Schedule §)?

A Yes.

Q. Did Staff consider and treat these costs to be the final removal costs of life
span type property?

A Yes.

Q. Did the Commission adopt Mr. LaGuardia’s studies and a similar analysis in

the establishment of Kansas City Power & Light’s depreciation rates?

A No.

Q. Is Staff aware of other fossil-fueled units in Missouri, which were retired but
not dismantled?

A Yes. Kansas City Power & Light has units at its Hawthorn Plant site, which
are retired (Mr. Stout’s rebuttal testimony, Schedule 11-1) but have never been dismantled.

Q. Has Mr. Stout, Mr. LaGuardia, or any other Company witness addressed in
their rebuttal testimonies alternatives to the decommissioning cost estimates used by
Mr. Stout in his depreciation study?

A No.

13
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Q. Does Mr. LaGuardia’s decommissioning study or his rebuttal testimony
provide sufficient evidence to support that his estimates, which have not been verified for
accuracy, will develop the correct level of recovery for the Company’s fossil- fueled plants?

A No. Mr. LaGuardia’s decommissioning study lacks a verifiable database of
decommissioned power plants similar in size and type for which dismantling costs have been
confirmed. In addition, as previously stated, the plants Mr. LaGuardia utilizes for his
decommissioning study have not actually been dismantled. Staff has not yet received related
Data Request responses, which could affect this answer.

Q. Does Mr. LaGuardia’s listing of the English Station at 135 MW capacity
(Schedule 9), the cost model power plant used for comparison with Venice, correlate with the
capacity reported by United Illuminating Company’s reporting of the power plant in its 2000
Annual Report {Schedule 10)?

A United Illuminating Company’s annual report lists the capacity of English
Station as 75 MW,

Q. What other concern does Staff have with the decommissioning cost estimates
provided by Mr. LaGuardia?

A Staff’s concern with Mr. LaGuardia’s decommissioning cost estimates is that
there is no discussion or study that dismantling represents the mos;t prudent alternati.ve the
Company has regarding their fossil-fueled plants final retirement.

Q. What other concerns does Staff have with the net salvage estimates built into
Mr. Stout’s depreciation rates?

A Staff questions the future net salvage estimates built into Mr. Stout’s

depreciation rates, shown on page II-28 of his depreciation study as —26.1% for Meramec, -

14
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24.4% for Sioux, -52.2% for Venice, -25.8% for Labadie, and —28.5 % for Rush Island. It
should be noted that negative net salvage percentage estimates are indicators of prospective
cost of removal. These net salvage percentage estimates will generate an ever-increasing
depreciation expense as plant balances grow, not a defined level as the original net salvage
estimates provided to Mr. Stout by TLG.

Because Mr. Stout’s annual depreciation accrual is a function of plant
balances, the effect of incotporating future net salvage estimates, as percentages, into the
depreciation rates means that as plant balances increase so will the annual accruals for future
net salvage amounts. Thus instead of accumulating annual amounts, which will equal the
amounts of net salvage estimated by Mr. LaGuardia, as plant balances grow the net salvage
amounts will grow by the same percentage. Staff’s position is that the level of recovery from
current customers proposed by e Company for future decommissioning costs for steamn
production plant is not justifiable, Mr. Stout’s inclusion of these decormnmissioning costs in
his depreciation rates will result in AmerenUE’s customers being forced to pay even more
than Mr. LaGuardia recommends.

Q. What is the benefit to the Company of large prospective negative net salvages
percentages in the depreciation rates?

A The benefit to the Company is that they have more cash to spend in any
manner they wish. Large prospective negative net salvage percentages in the depreciation
rates results in the Company collecting more money each year from customers in its utility
rates.

Q. Mr. LaGuardia bases his estimates on the assumption that each site will be

dismantled promptly upon the cessation of the final unit’s operation. He also allows that site

15
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remediation is included in the estimate. What is his rationale for proposing the appropriate
alternative is immediate dismantling of a power plant after it is retired?
A His rationale for prompt dismantling, as given on page 24, lines 15-20 of his

rebuttal testimony, is:

Securing, maintaining and guarding retired power plants indefinitely is

costly, which will require either a full-time guard force, and/or

intrusion detection devices and alarms monitored by local law

enforcement agencies, as well as general building maintenance to keep

the structures in a safe condition. Furthermore, prompt dismantling of

retired power plants makes the site available for alternative uses at the
carliest possible time.

Q. In discussions with the Company and Staff on February 8, 2002 and in which
you participated, did the Company employees indicate that there were no plans to dismantle
Venice?

A Yes.

Q. Is there any guarantee that the dollars a regulated electric utility has collected
in the depreciation reserve for future net salvage costs will be available years from now if and
when the Company’s steam production plants retire?

A No. AmerenUE is only proposing that future net salvage costs be collected
from its customers. The only funds that are guaranteed to exist when plant retires is the
decommissioning fund for nuclear generation facilities, which is not an issue in this case. The
cost of removal dollars a regulated utility has collected in the depreciation reserve for steam
production plant cannot be guaranteed to exist even in five years from now, much less many
years into the future. The dollar amounts are commingled in the depreciation reserve
resulting in an inability to even identify how much cost of removal has been collected from

customers.

16
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Q. What is the increase in annual depreciation accrual, based on September 30,
2001 plant balances, due to Company’s determination of future decommissioning costs for
steam production plant in depreciation rates?

A, The increase in annual depreciation accrual, based on September 30, 2001
plant balances, due to Company’s determination of future decommissioning costs for steam
production plant included in depreciation rates is $16 million.

IV. _DETERMINATION OF ASL FOR THE CALLAWAY NUCLEAR PLANT

Q. Why is the determination of ASL for the Callaway Nuclear Plant accounts an
issue?

A Determination of ASL for the Callaway Nuclear Production Plant accounts is
an issue because the ASL will, through depreciation rates, establish the level of annual
depreciation expense current customers must pay in utility bills.

Q. Can you provide information regarding current trends in the nuclear industry,
which would have a significant impact on the evaluation of the reasonableness of an
appropriate depreciation rate for Callaway?

A, Yes. The Nuclear Regulatory Commission NRC has issued renewed licenses
for six nuclear power plants in the U.S., including Arkansas Nuclear One, Unit 1 on May 30,
2002 (Schedule 11). Several other nuclear power plants have made license renewal
applications (Schedule 12). In another neighboring state, the Kansas Corporation
Commission (KCC) has reduced the annual depreciation rate for Western Resources for Wolf
Creek Nuclear Production Plant accounts to 1.73% (Schedule 13). Wolf Creek is a nuclear

unit that is designed similar to Callaway. This reduction is based on the KCC's assumption
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that the Wolf Creek Nuclear Plant will request and obtain a 20-year license extension from the
(NRC).

Q. May the Company apply, in the future, for an extension of the Callaway
Nuclear Plant’s operating license?

A Yes. The Company may make an application for license renewal to the NRC
in 2004.

Q. Has the Company made any commitment to Staff that they will not be applying
for an extension of the license, such that the plant is guaranteed not to operate past 40 years?

A No.

Q. Then do you agree with Mr. Stout when he acknowledges, on page 43 of his
rebuttal testimony, that it is conceivable that the license could be renewed?

A Yes.

Q. If Callaway’s operating license is renewed for an additional 20-year period,
would customers paying for its service in the first 20 years have paid too much for recovery of
capital original plant costs?

A Yes. Applying a 40-year ASL will generate an inappropriate level of annual
depreciation and accrued depreciation if Callaway’s operating license is extended.

Q. Do Staff depreciation rates for Callaway include recovery for future interim
additions?

A No. Staff does not include recovery for future interim additions because these
costs cannot be specified and measured at the present time, either as to the time they will

occur or the dollar amount that will be incurred.
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Q. Did Staff propose a 2.5% depreciation rate based on a 40-year ASL for the
Callaway accounts?

A. Yes. Staff used a 2.5% depreciation rate based on a 40-year ASL for
Callaway’s accounts which assures the life parameter in the depreciation rate will sufficiently
recover the original capital plant cost for customers during its licensed 40-year operating life
without undue upfront weighting, given the probability that the licensed operating life will be
extended by 20 years.

Q. Does Mr. Stout point out the potential for an under-accrual of Callaway’s
accrued reserve?

A Yes. On page 35, lines 21-23 of his rebuttal testimony, he states that Staff’s
40-year ASL will result in an overstatement of the average lives of the Nuclear Production

Plant accounts and an understatement of the annual and accrued depreciation.

Q. [s it more probable that Callaway’s depreciation reserve will be over- or under-
accrued?
A It is more likely that Callaway’s depreciation reserve will be over-accrued,

given the likelihood that Callaway’s life will be extended.

Q. How would Staff recommend handling any under-accrual of the accrued
depreciation reserve that could potentially exist at the conclusion of the 40-year operating
license if a license extension is not obtained for Callaway Nuclear Plant?

A Staff’s recommendation, for lifespan type plant that has an under-accrual of its
depreciation reserve at the end of its life span, is an amortization to the accrued reserve. This
will assure full recovery to the Company of all original capital plant costs. This matter will be

monitored in each future depreciation review.
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Q. How much does the use of the Company’s ASLs in depreciation rates for
Callaway Nuclear Production Plant accounts, based on September 30, 2001 plant balances,
add to the annual accrual?

A The use of the Company’s ASLs in depreciation rates for Callaway Nuclear
Production Plant accounts, based on September 30, 2001 plant balances, adds $8 million to
the annual accrual.

Q. Does Staff’s proposed depreciation rate of 2.5% and ASL of 40-years for all of
Callaway’s accounts incorporate interim retirements as the currently ordered rates do?

A No. Currently, Callaway’s ordered depreciation rates have an additional 0.1%
adder (2.5% + 0.1% =2.6%) for interim retirements. In the absence of consideration of any
additional trends in the nuclear industry, the Commission may find that the currently ordered
depreciation rate of 2.6% is appropriate to re-adopt for Callaway’s accounts.

V. THE COMPANY’S RECOMMENDED ANNUAL AMORTIZATION

Q. Why is the Company’s recommendation for a 20-year annual amortization an
issue?

A The Company’s recommendation for a 20-year annual amortization of
$6 million is an issue because the reserve deficiency, as defined by Mr. Stout, is totally
dependent on Commission’s finding that the Company’s issues {e.g. future decommissioning
costs) discussed in my testimony and another significant issue, discussed in Ms. Mathis’
surrebuttal testimony (i.e., cost of removal of Distribution Plant) are reasonable. If the

Commission does not accept these positions, then AmerenUE will have a depreciation reserve

surplus.
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Q. In reviewing Company’s filing, did Staff find that Mr. Stout’s annual
amortization for reserve deficiency of $4,825,225 is the proposed booked amount by the
Company in this case?

Al No. Staff is still investigating this amount. _At the time of this filing, Staff has
submitted a Data Request to the Company to determine why their proposed annual
amortization for reserve deficiency of $5,917,744 is $1,092,519 higher (Schedule 14) than
Mr. Stout’s reserve variance of $4,825,225, as given in Table B on page III-15 of his
Depreciation Study.

Q. Does Staff’s Depreciation Engineers agree with Mr. Stout that the currently
ordered depreciation rates are not appropriate to determine current revenue requirements?

A Yes. The current depreciation rates, excluding Callaway, were established in
1983. Callaway’s depreciation rates were established in 1984. The Commission should
establish new rates.

Q. On page 51, lines 7-9, of his rebuttal testimony, Mr. Stout recommends a 20-
year annual amortization, as supported on page 51 of his rebuttal testimony, “I further
recommend the initiation of an amortization of the variance between the calculated accrued’
depreciation and the book accumulated depreciation as shown in column 4 of Table C.” Do
you agree with Mr. Stout’s recommendation for the 20-year annual amortization?

A No. Staff does not find that the Company’s testimony, noted in 1) — 4) above
and on the other significant issue, Distribution Plant cost of removal, have merit.
Consequently, Staff does not find the Company’s theoretical reserve to be valid.

Q. Does Staff find the Company’s arguments, for these five significant issues in

this case, to be reasonable?
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A No. The Company’s arguments for Distribution Plant cost of removal
($35 million), steam production plant retirement dates/truncated ASLs ($28 million),
decommissioning of steam production plant-cost of removal ($16 million), Callaway’s ASL

($8 million), and amortization for reserve deficiency ($6 million) are not supported by

adequate data and analysis.
Q. Is it Staff’s position that a reserve deficiency does not exist?
A Yes.
Q. Based on your review and in the absence of credible support for the

Company’s position on production plant retirement dates, dismantling costs for steam
production piant, and depreciation rates for Callaway’s accounts, should the Commission
reject the Company’s 20-year amortization for its proposed deficiency in the depreciation
accrued reserve?

A Yes.

Q. In fact, is it Staff’s position that the Commission should not retain the currently
ordered depreciation rates for the Company’s Production and Distribution Plant accounts?

A. Yes.  Current depreciation rates for the Company’s Production and
Distribution Plant accounts are based on understated Production Plant lives and large unpaid
cost of removal amounts for Distribution Plant. These facts have generated an annual
depreciation expense that is excessive.

Q. In summary, what is Staff’s proposal?

A Staff’s proposal is:
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That the Commission should order Staff’s proposed depreciation rates
and plant ASLs for AmerenUE’s plant accounts, effective on the date
of this Order.

Q. Does this conclude your testimony?

Yes, it does.
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AmerenUE’s Response to
MPSC Staff Data Request
Case No. EC-2002-1
Excess Eamings Complaint
Staff of the MPSC v. Union Electric Company d/b/a AmerenUE

No. 4721

(H For production steam plant, how would the lives be affected if the Iowa curves
were truncated 15 years later?

(2)  Please provide the list of ten electric utilities you have conducted depreciation
studies for over the past 10 years.

(3) What is the date of the AGA/EEI Study listed in Schedule 12?7 What is the size,
fuel type, botler type, rating in-service data, and efficiency of each plant of each utility? What

are the dates of the depreciation studies reported in the study? (Some have the year 1998, and
some say 1/29).

Response:

(1) The average lives for most installation years would increase if the interim survivor

curves were truncated at an age 15 years later than the age at which they are truncated in the
calculations presented in Schedule 1.

(2) The ten electric utilities for which I have conducted depreciation studies during
the past ten years are:

Arizona Public Service Company
Chugach Electric Association, Inc.
Cincinnati Gas and Electric Company
Duquesne Light Company

Newfoundland Light & Power Co. Limited
Northwest Territories Power Corporation
Omaha Public Power District

Reliant Energy

UGI Utilities, Inc. ~ Electric Division
West Penn Power Company

(3)  The AGA/EEI survey provided in Schedule 12 and in the response to No. 4720 is
labeled 1998-1999 and was distributed in October 1999. The requested plant data are not
available. The dates of the studies vary and generally represent the most recent study conducted
or the most recent date that parameters and rates were approved by a regulatory body:

Signed vy:_ il brar VU f ol

- Prepared By: William M. Stout, P.E.
Title: President, Valuation and Rate Division
Gannett Fleming, Inc.
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DATA INFORNATION REQUEET
UNIZN ELECTRIC CONZANY dha AMERENUE
CASE NUMEER EC-20C241

Reguested From: Garry Randolphiiiary Hoyt

Date Requested: June 4, 2002

Information Requested:

At page 18 of Mr. Randolph's rebuttal testimony he states: “AmerenUE Generation has conducted a
review of all of the AmerenUE generating facilities’ retirement dates. This review considered
experiences, observations, investmant plans and unique circumstances associated with the speciiic
generating facilities being considered, coupled with the uncertainty of future regulatory changes,
technology advancements and market reliability. This review has resulted in the estimated retirement
dates shown in my attached Schedule 5.”

1.} Mr. Randolph has not provided documentation of the above “review" as work papers with his
rebuttal testimony. Also such documentation was not provided when AmerenUE submitted its
depreciation study and work papers. The Staff requests a timely response to the following questions
noting that AmerenUE agreed in its joint filing with the Staff on December 26, 2001 that it would use
its best efforts to respond to Staff's data requests as quickly as possible. Please provide responses
to the questions that follow as the responses become availabie.

1. For each generation plant listed on Schedule 5, please provide information, work papers,
memoranda, summary of internal discussion or any other materials or studies relevant to
“experiences” as this relates to the plant's estimated retirement date.

2. For each generation plant listed on Schedule 5, please provide information, work papers,
memoranda, summary of internal discussion or any other materials or studies relevant to
“observations” as this relates to the plant’s estimated retirement date.

3. For each generation plant listed on Schedule 5, please provide information, work papers,
memoranda, summary of internal discussion or any other materials or studies relevant to
“investment plans” as this relates to the plant’s estimated retirement date.

4. For each generation plant listed on Schedule 5, please provide information, work papers,
memoranda, summary of internal discussion or any other materials or studies relevant to
“unique circumstances” as this relates to the plant’s estimated retirement date.

5. For each generation plant fisted on Schedule 5, please provide information, work papers,
memoranda, summary of internal discussion or any other materials or studies relevant to
“uncertainty of future regulatory changes” as this relates to the plant’s estimated retirement
date.

6. For each generation plant listed on Schedule 5, please provide information, work papers,
memoranda, summary of internal discussion or any other materials or studies relevant to
“technology advancements” as this relates to the plant’'s estimated retirement date.

7. For each generation plant listed on Schedule 5, please provide information, work papers,
memoranda, summary of internal discussion or any other materials or studies relevant to

Schedule 4-1



For the materials provided in items 1-7, please also provide a "road map” indicating how these
materials were taken inlo account in estimating the retirement dates.

2)
1. Please describe the review process that was “conducted” by AmerenUE Generation.

Specifically include:

a. Scheduled meetings involved in the review, including meeting dates and agendas.
I. AmerenUE Generation employees involved in the review process and in
attendance at each meeting.
ii. Ameren Services employees involved in the review process and in attendance at
each meeting.

b. A description of the methodology by which the review process was designed to operate
and arrive at an estimate of retirement dates.
i. A description of specific information or studies that were designed to be included
as part of the review process.
ii. A description of how it was intended for the review process to be documents in
work papers.

c. A description of the teams involved in the decision making process.
i. What was the makeup of the management team responsible for approving the
decision on estimated retirement dates?
ii. Who, if any one individual, had the final approval of the estimated retirement
dates?

2. If specific information, work papers, or other studies related to the plants’ estimated retirement
dates were not developed, would it then be true that “engineering judgment” rather than a
specific analysis was used to determine these retirement dates? If not, why not?

3. Did any employee or team member express concern with the final estimated retirement dates
from the review? If yes, who expressed concern and what was their concern?

The review of retirement dates did not result in the development of specific information, wark papers or other studies related

to the plant's specific retirement dates. “Engineering judgement” rather than a specific analysis was used to determine the

retirernent dates. No employee expressed concern with the final estimated retirement dates.

Requested By: Rosella Schad, Engineer

Information Provided:
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Te atieched informstion proviges 1o the Missaus Pubiic Service Sommissian S:i2f in respanse 10 the above ¢ate information. request is scturale and comolele, ang

~iains ne material misrepreseniztions or omissions, based upan present facis of whizh the undersigned has knawiedge, information or beiell The unoersigned agrees 12

immegizely inform the Missouri Public Service Commission Siaf f, during the psngency of Case No. £C-2002-1 before the Commission, any matias are Sisztvered whizh woug
materizlly efiec! the accuracy or completeness of the ahached iInformation,

If these datz are volummnous, please (1) identity ine reievant documents and thew iszelion (2) make arangerents With reguestar 40 have 2osumants avatatie for
irspastion in Union Elestric Company's. St. Louis, Missour office, or other lozation mutually agresenle. Where identifizztion of 2 document is requested. brgfly deszrioe the dosument
(e.9. book, lener, memorandum, report) and siate the follawing information as gpplizabie for the sanicuiar docurnent name, title, number, auther, gzie of putlication and publisher,
addressas, Cate written, and the name and acdress of the person’s) having possession of the dozument. As used in this Sata regques! the term "doZument(s)" inCludes punlization
of any format. workpapers, letlers, memoranda, Notes, repens, analyses. compuier analyses, test results, studies of €ata, recordings. trarseriptions and primted. typed or wrinien
matenials o every king in your possession, custady or canto! or within your knowiedge. The pranoun "you® or “your” refers to Union Electric Company 2ns it employees. conirasios,
agents or others employed by or asting in its behalf.

- ra /(——
/ 7 // ': ’ '/ "32:-. -
Signed by: LAY FT LSS
A /_ T
Date Response Received:

I3

Prepared by: _ Michaei Yuskus
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No. G as
DATA INFORMATION REQUEST
UNICN ELECTRIC COMFANY dbha AMERENUE
CASE NUMEER EC-2002-1

Requested From: Garry Randolph/Mary Hoyt

Date Reguested: June 4, 2002

Information Requested:

1. Please provide copies of all bids for any contracts to dismantle the Venice generating plant.

2. Please provide a listing of local permits required to complete the demolition and required
remediation.

3. Please provide copies of local permits already obtained for removal and site restoration.
4. Please provide a report of all monies spent toward a commitment to dismantle Venice.

5. Please provide a list of all regulztory agencies that must provide any type of approval or which
require notification.

6. Please provide a list of state and federal regulations, which are required to initiate, process, or
complete the demolition and required remediation of Venice.

7. Please provide a time line for all aspects of the Company s plan for dismantling and performing
the required remediation.

8. Please provide the name of the department that is currently working or assisting on any of these
details regarding Venice

Requested By: Rosella Schad, Engineer

Information Provided: Due to the decision reached in April. 2002 to retire Venice Plant in late 2003, we have not
had the opportunity te complete long term plans for the utilization of the Venice site.

Part of those plans would need to address the amount of site restoration and demolition required for site
usage. Regardless of the end-usage of the site, actions will have to be taken to provide svstem lay-up.
physical barriers. and minor maintenance to maintain the facility in a safe condition until demolition and
site restoration are pursued. It would be inappropriate to assume that the Venice site would never have to
be demolished and restored in some fashion, But at this time, the exact cost. permits, timelines and plans
are not completed. _

When we have more information, this work would be performed by contractors arranged through the
Generation Engineering and Technical Services group in AmerenUE. Based on the company's present
timeline and plans stated herein, the abgve questions are not relevant.

The attached information provided to the Missouri Public Service Commission $1aff in response 10 the above data information request is accurate and complete, and
contains no material misrepreseniations or omissions, based upon present facls of which the underslgnad has knowtedge, information or belief. The undersigned agrees to
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4

Ul's operating expenses for operation, maintenance and purchased capacity decreased by $47.2 million in 2000
compared to 1993, The principal components of these expense changes included:

Increase/
(in Millions of Dollars) {Decrease}
Operating Distribution Division
Site remediation costs (Note A) $(9.3)
1999 fossil generating unit operation and maintenance {1.5)
Pension and employee benefits costs (5.2}
NEPOQOL transmission expense 37
Other transmission (1.3)
1999 YZK projects 2.0
Other {53
TOTAL OPERATING DISTRIBUTION DIVISION (Zﬁ)
NUCLEAR DIVISION (NOTE B} 4.9)
Competitive Transition Assessment (CTA) .
Purchased capacity (Nate C) {28.5)
Other b4
TOTALCTA {28.1)
CONSERVATION AND LOAD MANAGEMENT AND RENEWABLE -
ENERGY (NOTED) 134
Total 0&M expense $£4_7‘£)

Naote {A): These costs ware incurred In the fourth quarter of 1999 to repalr 4 riparian buikhead in New Haven and for remediation of environ-
mental conditions at another site.

Naote {B): Nuclear Division operation and maimenance expenses are incurrad in the business of producing ensrqy for the wholesale market
and are reflected In the Nuclear Division results, These expenses decreased by $4.9 million in 2000 compared to 1899, due primatily to the
absence of 1989 Mlllstone Unit 3 refueling outage costs and reductions in base expenses at bath Seabrook Unit 1 and Millstone Unit 3that
more than offsét the incremental costs associated with the Seabrook Unit 2000 mnage.

Note (€} Ul's wholesale purchased power agreements were assumed by Enron Power Marketing, Inc. (EPMI) as part of an agreement for
EPMI 10 supply the power needed by L/ to meet Its standard offer retall customer service obligations until the end of the four-year standard
offer period {the end of 2003) and the power needed to serve UI's special contract retail customers for the remaining contract terms, Ui

has created a regulatory asset and noncurent liability to reflect this agreement, and the regulatory asset is being amortized as part of the
Competitive Transition Assessment (CTA). The amortization for 2000 of about $25.8 million Is included in the ™ Amortization of regulatory

" assets” line of the income statemeant.

Note (D): Conservation and load management and renewable energy casts are pass-through costs recovered in unbundled retail

cusiomer rates. .

Other taxes for Ul decreased by $4.3 million in 2000 compared to 1999, due in part to the sale of fossil generat-
ing units in April 1999,

Depreciation expense for U decreased by $28.8 million in 2000 compared to 19993, About $24.5 million of this
decrease was due to the reclassification of depreciation on nuclear ptant stranded assels and other assets
from depreciation expense to amortization of regulatory assets within the Competitive Transition Assessment
(CTA). The remaining $4.3 million decrease was due primarily to the sale of fossil generating units in 1999

On December 31, 1996, the DPUC issued an order that implemented a five-year Rate Planto reduce Ul's regu-
lated retail prices and accelerate the recovery of certain “requlatory assets.” According to the Rate Plan,
under which L1 is currently operating, "accelerated” amortization of past reguiated utjlity investments is
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Overall, retail revenue increased by $8.0 million in 1999 compared to 1998,

From From
{In Millions af Dollars) Operations One-time Total
Retail Safes Margin
Revenue from:
Sharing for 1999 5(14.4) $(3.9) $(18.3)
Estimate of "real” retail sales grawth, up 3.2% 202 ¢ 202
tstimate of weather effect onretail sales, up 1.1% 11 0 1.1
Sales decrease from Yale University cogeneration, (0.6)% (3.6) 0 (3.6}
Price mix of sales and other 28 0 26
TOTAL RETAIL REVENUE $1T19 $(3.9) $ 80
REVENUE BASER TAXES s {08 £01 $ {0.5)
Fuel and energy, margin effect:
Sales increase $ (47 $ 0 $ (47
Nuciear fuel prices and outage replacement power costs {05} )] {0.5)
Purchased energy prices (15.5) 0 (15.5)
TOTAL RETAIL FUEL AND ENERGY $(20.7) $ 0 $(20.7)
TOTAL RETAIL SALES MARGIN $ (94) $(3.8) $(13.2)

Net wholesale margin (wholesale revenue less wholesale expense) decreased by $10.4 million in 1999 com-
pared o 1998, due to lower wholesale sales. Other operating revenues, which include NEPOOL related trans-
tmission revenues, increased by $6.4 million. NEPOOL transmission revenues are recoveries, for the most part,

of NEPOOL transmission expense and reflect new accounting requirements implemented by the Federal

Energy Regulatory Commission.

Operaling expenses for operations, maintenance and purchased capacity charges decreased by $5.7 miilionin
1999 compared to 1998. The principal components of these expense changes include:

{In Millions of Dollars)

Capacity expense:
Connecticut Yankee
Cogeneration and other purchases (see Nate A)

TOTAL CAPACITY EXPENSE

Other D&M expense:
Seabrook Unit 1 (refueling outage costs and accnuals)
Millstone Unit 3 {refueling outage costs and accruals)
Other expenses at nuclear units
Fossil generation unit operating and maintenance costs
NEPOOL transmission expense
Site remediation casts (see Note B)

Other miscellaneaus, including impact of generation asset sale

TOTAL O&M EXPENSE

Nate (Al: A cogeneration facility was aut of service for about a manth (n the first quarter of 1998 but aperated noemally in 1999,

$(2.4)
18
0.6
41
1
(0.8)
{23.1)
14
18
24
$(5.1)

Note [B): Thase costs were incurred to repair ariparian butkhead in New Haven and for remediation of environmental conditions at another
site. No further material expenses are currently anticipated for remediation of thesa sites.

Depreciation expense decreased by $12.4 million in 1999 compared ta 1998, due primarily to the generation

asset sale.
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UIL Holdings’ property, plant and eguipment as of December 31, 2000 and 199% was comprised as follows:

{in Thousands) 2000 1999
Utitity:
Nuclear Production $269,750 s 2n.0m2
Transmission 152,218 148,419
Oistribution 430,620 415,892
General §4,24% 46,578
Future use plant 642 30,167
Other 28,499 94,997
Subtotal 925,975 1,007,065
" Non-regulated business units 36510 24,536
$962,485 $1,031,601

See Note (C}, "Rate-retated Reguiatory Proceedings” for a discussion of the sale by the Company of its two operating fossil- fueled generating
stations and the regulatory decisions aliowing for recovery of siranded costs, Including the above-market investment In nuclear generating
units, )

DEPRECIATION  Provisions for depreciation on utility plant for book purposes are computed on a straight-line
basis, using estimated service lives determined by independent engineers, One-half year's depreciation is
taken in the year of addition and dispositian of utility plant, except in the case of major operating units on which
depreciation commences in the month they are placed in service and ceases in the month they are removed
from service. The aggregate annual provisions for depreciation for the years 2000, 1999 and 1998 were approxi-
mately 3.058%, 3.29% and 3.45%, respectively, of the original cost of depreciable property.

INCOME TAXES  In accordance with Statement of Financial Accounting Standards (SFAS) No. 109,
"Accounting for Income Taxes,” UIL Holdings has pravided deferred taves for all temporary book-tax differ-
ences using the liability method. The liability method requires that deferred tax batances be adjusted to reflect
enacted future tax rates that are anticipated to be in effect when the temporary differences reverse. In accor-
dance with generally accepted accounting principles for regulated industries, Ul has established a regulatary
asset for the net revenue requirements to be recovered from customers for the related future tax expense
associated with certain of these temporary differences.

For ratemaking purposes, Ul normalizes alt investment tax credits (ITC) related to recoverable plant invest-
ments except for the |TC related to Seabrook Unit 7, which was taken into income in accordance with provi-
sions of a 1990 DPUC retail rate decision.

REVENUES  Reguiated utility revenues for Ul are based on authorized rates applied to each customer's use of
electricity. These rates are approved by the DPUC and can be changed only through formal proceedings. At the
end of each accounting period, the estimated amount of revenues {less related expenses and applicable taxes)
for services rendered but not billed is accrued.

Revenues from construction contracts entered into by Xcelecom, Inc., a wholly-owned subsidiary of URI, are
recognized on a percentage-of-Completion method. Uinder this method, revenue is recognized based on the
percentage of costs incurred and accrued to date to the estimated total cost to complete these contracts.

CASH AND TEMPORARY CASH INVESTMENTS  For cash flow purposes, UIL Holdings considers all highly lig-
uid debt instruments with a maturity of three manths or less at the date of purchase to be cash and temporary
cash ihvestments,

Y]
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On August 17, 2000, Ul sofd English Station (a deactivated non-nuclear generating station, bordering the Mill
River in New Haven) to Quinnipiac Energy LLC (QE), a privately-owned independent power praducer. QF
intends to reactivate the generating units at the station. Under the terms of the transaction, Ul has retained a
permanent right of accupancy an and over the station property for Ul's existing New Haven harbor transmis-
ston line towers ang cables. QF will complete the bulkhead replacement praject that Ul has commenced to pre-
serve and protect the station preperty; and QF will assume respansibility for any and all environmental liability
associated with Ul's prior ownership and operation of the station. Ul has agreed to pay for the cast of compiet-
ing the bulkhead replacement project and has funded 61% {approximately $1.2 million) of the enviranmental
remediation costs that will be incurred by Q under Connecticut’s Transfer Act as a result of QE's acquisition of
the station. Ul has also paid QE $4.25 million for QE's assumption of the remaining Transfer Act remediation
costs and any and all environmental liability associated with Ul's prior ownership and operation of the station.

On October 1. 1998, in its "unbundling plan” filing with the DPYC under the Restructuring Act, and in other regu-
latory dockets, Ut stated that it plans to divest its nuclear generation ownership and leasehald interests {17.5%
of Seabrook Unit 1 in New Hampshire and 3.685% of Millstone Station Unit 3 in Connecticut) by the end of
2003, in accordance with the Restructuring Act. On April 19, 2000, the DPUC approved UI's plan for divesting its
ownership interest in Millstone Unit 3 by participating in an auction process for all three of the generating
units at Millstone Station, which was concluded on August 7, 2000, when Daminion Resources, Inc. agreedto
purchase Millstone Units 1 and 2, and 93.47% of Millstone Unit 3 for $7.298 billion. The purchase price agreed to
for Ul's ownership interest in Unit 3, which is subject to adjustments for expenditures and eventualities prior to
the date of closing on the sale, is approximately $31 milllan, exclusive of nuclear fuel. Ul's share of the pro-
ceeds from the sale of the nuclear fuelinventory at the date of closing on the sale is estimated to be approxi-
mately $2.5 million. The sale is scheduled to be consummated on or about April 1, 2001 or as sconthereafter as
all requisite regulatory approvals are received. On December 15, 2000, Ul and The Connecticut Light and
Power Company filed with the DPUC for its approval of their plan to divest their respective interests in
Seabrook Unit 1 by an auction process. The DPUC has commenced hearings on this divestiture plan.

The 1898 DPUC decision establishing UI's standard offer rates authorized Ul to recover $801 million of stranded
costs through its rate structure.

Based on the decisions in the regulatory proceedings described above, the sale of Ul's fossil-generation
assels and the planned divestiture of its nuclear generation awnership interests by the end of 2003, Ul ceased
applying SFAS No. 71 to the generation portion of its assets and operations as of December 31, 1999, Based on
the favorable DPUC decisions that ailow full recavery, through UI's rates, of all historically incurred stranded
casts, Ul did not record any write-offs in connection with this event.

{D) Accounting for Phase-in Plan

Ul phased into rate base its allowable investmert in Seabrook Unit 1, amaunting to $640 milfion, during the
period January 1, 1980 to January 1, 1994, In conjunction with this phase-in plan, Ul was allowed ta record a
deferred return on the portion of allowatle investment excluded from rate base during the phase-in period. Ul
amortized the net-of-tax accumulated deferred return of $62.9 million over the five-year period that ended on
December 31, 1999.

(E} Short-Term Credit
Arrangements

On June 26, 2000, Ul entered into a Money Market Loan arrangement with Chase Manhattan Bank, On
September 28, 2000, this arrangement was transferred to UIL Haldings. This is an uncommitted short-term bor-
rowing arrangement under which Chase Manhattan Bank may make loans to UIL, Holdings for fixed maturities
from one day up to six manths. Chase Securities, Inc. acts as an agent and selis the loans to investors. The
fixed interest rates an the loans are determined based on conditions in the financial markets at the time of
each loan. As of December 31, 2000, UIL Holdings had loans totallng $58 million outstanding under this
arrangement.

.13
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UNITED STATES
NUCLEAR REGULATCRY COMMISSION

WASHINGTON, D.C. 20555-0001

ENTERGY ARKANSAS, INC.
ENTERGY OPERATIONS, INC.
DOCKET NO. 50-313
ARKANSAS NUCLEAR ONE, UNIT 1
FACILITY OPERATING LICENSE

License No. DPR-51

1. The Nuclear Regulatory Commission (the Commission) having previously made the
findings set forth in License No. DRP-51 issued on May 21, 1974, has now found that:

a. The application to renew License No. DRP-51 filed by Entergy Arkansas, Inc. and
Entergy Operations, Inc., complies with the standards and requirements of the
Atomic Energy Act of 1954, as amended (the Act), and the Commission's rules
and regulations set forth in 10 CFR Chapter | and ail required notifications to other
agencies or bodies have been duly made;

b. Actions have been identified and have been or will be taken with respect to
(1) managing the effects of aging during the period of extended operation on the
functionality of structures and components that have been identified to require
review under 10 CFR 54.21{a){1) and {2) time-limited aging analyses that have
been identified to require review under 10 CFR 54.21(c), such that there is
reasonable assurance that the activities authorized by the renewed license will
continue to be conducted in accordance with the current licensing basis, as
defined in 10 CFR 54.3, for the Arkansas Nuclear One, Unit 1, plant and that any
changes made to the plant's current licensing basis in order to comply with
10 CFR 54.29(a) are in accord with the Act and the Commission’s regulations;

c. The facility will operate in conformity with the application, as amended, the
provisions of the Act, and the rules and regulations of the Commission;

d. There is reasonable assurance: (i) that the activities authorized by this renewed
license can be conducted without endangering the health and safety of the public,

and (ii) that such activities will be conducted in compliance with the rules and
regulations of the Commission;

Amendment No. 214
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Entergy Operations, Inc. (EQI) is technically and financially qualified to engage in
the activities authorized by this renewed license in accordance with the rules and
regulations of the Commission,

Entergy Arkansas, Inc. has satisfied the applicable provisions of 10 CFR
Part 140, "Financial Protection Requirements and Indemnity Agreements,"” of the
Commission’s regulations;

The renewal of this operating license will not be inimical to the common defense
and security or to the health and safety of the public;

After weighing the environmental, economic, technical, and other benefits of the
facility against environmental costs and considering available alternatives, the
issuance of the renewed Facility Operating License No. DPR-51 is in accordance
with 10 CFR Part 51 of the Commission's regulations and all applicable
requirements have been satisfied; and

The receipt, possession, and use of source, byproduct and special nuclear
material as authorized by this renewed license will be in accordance with the
Commission's regulations in 10 CFR Parts 30, 40 and 70, including 10 CFR
Section 30.33, 40.32, 70.23 and 70.31.

The renewed Facility Operating License No. DPR-51 is hereby issued to Entergy
Arkansas, Inc. and Entergy Operations, Inc. to read as follows:

a.

This renewed license applies to Arkansas Nuclear One, Unit 1, a pressurized
water reactor and associated equipment (the facility}, owned by Entergy
Arkansas, Inc. The facility is located in Pope County, Arkansas and is described
in the "Safety Analysis Report” (SAR) as supplemented and amended, and the
Environmental Report as supplemented and amended.

Subject to the conditions and requirements incorporated herein, the Commission
hereby licenses:

W) Entergy Arkansas, Inc., pursuant to Section 104b of the Act and
10 CFR Part 50, to possess but not operate the facility at the designated
location in Pope County, Arkansas, in accordance with the procedures
and limitations set forth in this renewed license.

(2) EQI, pursuant to Section 104b of the Act and 10 CFR Part 50, "Licensing
of Production and Utilization Faciiities,” to possess, use, and operate the

facility at the designated location in Pope County, Arkansas in accordance
with the procedures and limitations set forth in this renewed license;

Amendment No, 214
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(4)

(%)

(6)

-3-

EOI, pursuant to the Act and 10 CFR Part 70, to receive, possess and
use at any time at the facility site and as designated solely for the facility,
speciat nuclear material as reactor fuet, in accordance with the limitations
for storage and amounts required for reactor operation, as described in
the SAR, as supplemented and amended;

EOQI, pursuant to the Act and 10 CFR Parts 30, 40 and 70, to receive,
possess and use at any time any byproduct, source and special nucisar
material as sealed neutron sources for reactor startup, sealed sources for
reactor instrumentation and radiation monitoring equipment calibration,
and as fission detectors in amounts as required;

EQI, pursuant to the Act and 10 CFR Parts 30, 40 and 70, to receive,
possess and use in amounts as required any byproduct, source or
special nuclear material without restriction to chemical or physical form,
for sample analysis byproduct, source or special nuclear material without
restriction to chemical or physical form, for sample analysis or instrument
calibration or associated with radioactive apparatus or components;

EOQI, pursuant to the Act and 10 CFR Parts 30 and 70, to possess, but not
separate, such byproduct and special nuclear materials as may be
produced by the operation of the facility.

This renewed license shall be deemed to contain and is subject to the conditions
specified in the following Commission regulations in 10 CFR Chapter |: Part 20,
Section 30.34 of Part 30, Section 40.41 of Part 40, Sections 50.54 and 50.59 of
Part 50, and Section 70.32 of Part 70; is subject to all applicable provisions of the
Act and to the rules, regulations, and orders of the Commission now or hereafter
in effect; and is subject to the additional conditions specified or incorporated below:

(1)

(2)

Maximum_Power Leyel

EO!l is authorized to operate the facility at steady state reactor core power
levels not in excess of 2568 megawatts thermal.

Technical Specifications
The Technical Specifications contained in Appendix A, as revised through
Amendment No. 214, are hereby incorporated in the renewed license.

EQI shall operate the facility in accordance with the Technical
Specifications.

Amendment No. 214
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Safety Analysis Report

The licensee’s SAR supplement submitted pursuant to 10 CFR 54.21(d),
as revised on March 14, 2001, describes certain future inspection
activities to be completed before the period of extended operation. The
licensee shall complete these activities no later than May 20, 2014.

Physical Protection

EQI shall fully implement and maintain in effect all provisions of the
Commission-approved physical security, guard training and qualification,
and safeguards contingency plans, including amendments made pursuant
to provisions of the Miscellaneous Amendments and Search
Reguirements revisions to 10 CFR 73.55 (51 FR 27817 and 27822) and to
the authority of 10 CFR 50.90 and 10 CFR 50.54(p}. The plan, which
contains Safeguards Information protected under 10 CFR 73.21, is
entitled: "Arkansas Nuclear One Industrial Security Plan,” with revisions
submitted through August 2, 1995. The Industrial Security Plan also
includes the requirements for guard training and qualification in Appendix
A and the safeguards contingency events in Chapter 7. Changes made in
accordance with 10 CFR 73.55 shall be implemented in accordance with
the schedule set forth therein.

Systems Inteqrity

EQI shall implement a program to reduce leakage from systems outside
containment that would or could contain highly radioactive fluids during a
serious transient or accident to as low as practical levels. This program
shall include the following:

1. Provisions establishing preventive maintenance and periodic visual
inspection requirements, and

2. Integrated leak test requirements for each system at a frequency
not to exceed refueling cycle intervals.

lodine Monitoring

EQ! shall implement a program which will ensure the capability to
accurately determine the airbome iodine concentration in vital areas under
accident conditions. This program shall include the following:

1. Training of personnel,

2. Procedures for monitoring, and

Amendment No. 214
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Provisions for maintenance of sampling and analysis equipment.

(7)  Secondary Water Chemistry Monitoring

A secondary water chemistry monitoring program shail be implemented to
minimize steam generator tube degradation. This program shall include:

1.

|[dentification of a sampling schedule for the critical parameters
and control points for these parameters;

ldentification of the procedures used to measure the values of the
critical parameters;

Identification of process sampling points;
Procedures for the recording and management of data;

Procedures defining corrective actions for off-control point
chemistry conditions; and

A procedure identifying the autherity responsible for the
interpretation of the data and the sequence and timing of
administrative events required to initiate a corrective action.

(8}  Eire Protection

EOI shall implement and maintain in effect all provisions of the approved
Fire Protection Program as described in Appendix 9A to the SAR and as
approved in the Safety Evaluation dated March 31, 1992, subject to the
following provision:

1.

AP&L ' may proceed with and is required to complete the
modifications identified in Paragraphs 3.1 through 3.19 of the
NRC's Fire Protection Safety Evaluation on the facility dated
August 22, 1978 and supplements thereto. These modifications
shall be completed as specified in Tabie 3.1 of the Safety
Evaluation Report or supplements thereto. In addition, the
licensee may proceed with and is required to complete the
modifications identified in Supplement 1 to the Fire Protection
Safety Evaluation Report, and any future supplements. These
modifications shall be completed by the dates identified in the
supplement.

! The Original licensee authorized to possess, use, and operate the facility was APAL.
Consequently, certain historical references to AP&L remain in the license conditions.

Amendment No. 214
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2. The licensee may make changes to the approved Fire Protection
Program without prior approval of the Commission only if those
changes would not adversely affect the ability to achieve and
maintain safe shutdown in the event of a fire.
3. This renewed license is effective as of the date of issuance and shall expire at midnight,
May 20,2034.

FOR THE NUCLEAR REGULATORY COMMISSION

Samuel J. Collins, Director
Office of Nuclear Reactor Regulation

Attachment:

Appendix A - Technical Specifications
Renewed License No. DRP-51

Date of Issuance:

Amendment No. 214
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U.S. Nuclear Regulatory Commission

I Hame Wha We Are What We Do ! :eua‘::'te:rrs l\r;zi:::s ; Raﬁ\i;:;:;ive i !nvs:'\lgli:ent
License Renewal Home > Nuclear Reactors > Opgrating Reactors > Licensing » Renewal > Applications
Overview
Process Status of License Renewal Applications and Ind
Regulations Activities
Guidance
Fublic Involvement On this page:

Commission Papers
Status e Plant Applications for License Renewal

¢ Owner's Groups
e Industry Activities

Plant Applications for License Renewal

s Calvert Cliffs, Units I and 2 (includes milestones, application, and safety €
report)

v Oconee Nuclear Station, Units 1, 2 and 3 {includes milestones, application
evaluation report)

o Arkansas Nuclear One, Unit 1 (includes milestones, application, and safety
report)

s FEdwin I. Hatch, Units 1 and 2- Application received March 1, 2000

e Turkey Point, Units 3 and 4 - Application received September 11, 2000

s North Anna, Units 1 and 2, and Surry, Units 1 and 2 - Joint application rec
2001

¢ McGuire, Units 1 and 2, and Catawba, Units 1 and 2 - Joint appiication rec
2001

Peach Bottom, Units 2 and 3 - Application received July 2, 2001
St. Lucie, Units 1 and 2 - Application received November 30, 2001
Fort Calhoun, Unit 1 - Application received January 11, 2002
Future Submittals *

H. B. Robinson, Unit 2 - June 2002

Ginna - July 2002

V.C. Summer - August 2002

Dresden, Units 2 and 3 - January-March 2003

Quad Cities, Units 1 and 2 - January-March 2003

Farley, Units 1 and 2 - September 2003

Arkansas Nuclear One, Unit 2 - September 2003

Nine Mile Point, Units 1 and 2 - October 2003

D.C. Cook, Units 1 and 2 - November 2003

Browns Ferry, Units 2 and 3 - December 2003

Brunswick, Units 1 and 2 - January-March 2004

Beaver Valley, Units 1 and 2 - September 2004 (Unit 2 requires exe
Davis-Besse, Unit 1 - Dacember 2004

Pilgrim, Unit 1 - December 2004

Susquehanna, Units 1 and 2 - January-March 2005

Cooper - April 2005

00000000 OCO0O0OOO0Q0QOD0O

* This list of future submittals is based en the January 8, 2002, public meeting between the NRC &
License Renewal Working Group and will be updated on a periodic basis.

&P
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