BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of Union Electric Company’s )
2011 Utility Resource Filing Pursuant to ) Case No. EO-2011-0271
4 CSR 240 — Chapter 22 )

PUBLIC COUNSEL’S APPLICATION FOR REHEARING

COMES NOW the Office of the Public Counsel and for its Application for Rehearing
states as follows:

1. On March 28, 2012, the Commission issued its Report and Order with an
effective date of April 27, 2012. The Report and Order is unjust, unreasonable, arbitrary and
capricious, and unlawful for the following reasons.

2. The Commission failed to address all of the deficiencies identified by the parties.
At page 6, the Commission stated that: “The Commission will examine the substance of those
alleged deficiencies.” But the Commission failed to examine Public Counsel’s assertion of a
deficiency in the analysis of probable environmental costs. This deficiency was listed in the
Joint Filing made by all the parties on August 8, 2011. It was specifically discussed in Public
Counsel’ opening statement:

With respect to the opening statement of Ameren this morning, | do have to

correct one particular point, which is the point that none of the parties have stated

that UE skipped a step. In fact one of our deficiencies we pointed out is the UE

did in fact skip a step and that it failed to analyze probable environmental costs as

a critical uncertain factor, which is a step required by 22.070 (2)(C). And that step

was not done at all. (Transcript, page 39)

It was addressed in Public Counsel’s Initial Brief at pages 5 and 9, where Public Counsel
described it as “[o]ne of the most significant problems with the Company’s integration and risk

analysis and its Preferred Resource Selection Scorecard approach.” But the Commission failed

to examine it at all in its Report and Order. OPC witness Tim Woolf summarized the harm
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caused by UE’s approach to using moderate and aggressive environmental scenarios instead of
modeling probable environmental costs as required by sections (2), (2)(C), and (5) of 4 CSR
240-22.070 on page 13 of his rebuttal testimony (Exhibit 47) where he states:

Q. Is there another reason why the Company’s approach to modeling the
moderate and aggressive environmental scenarios is not consistent with the
IRP rule?

A. Yes. The IRP rule is also clear that the utility shall “explicitly state and
document the subjective probabilities that utility decision-makers assign to each
of these uncertain factors.” (4 CSR 240-22.070(1).) By modeling the moderate
and aggressive environmental scenarios as they have, the Company has
essentially acknowledged that the EPA environmental regulations are a critical
uncertain factor, but they have declined to state and document the subjective
probabilities associated with this uncertain factor, as they would have to do if they
included this uncertain factor in their probability tree approach. As a result, the
IRP does not provide an indication of the subjective probability that the Company
might assign to this uncertain factor, and readers of the IRP cannot gauge the
extent to which this issue is likely to affect the resource plans or their costs.

This failure to identify and document the subjective probabilities resulted in calculations of
expected values for the PVRR performance measure for the final set of alternative resources
plans that did not incorporate the expected amount of PVRR for probable environmental costs
(including costs of coal plant retrofits for current and expected EPA regulations) so that that the
results were not comparable between scenarios because they did not accurately reflect the
expected amount of probably environmental costs associated with each resource plan. The
Commission’s failure to even address this important deficiency renders its decision incomplete,
unreasonable, and arbitrary and capricious.
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3. UE’s use of “decision factors” ” to justify its choice of an alternative resource
plan that did not include the RAP level of DSM is inconsistent with 4 CSR 240-22.010(2)(C),
which allows for the inclusion of other considerations, but only if the “other considerations ...

are critical to meeting the fundamental objective of the resource planning process....” That

fundamental objective, set forth in 4 CSR 240-22.010(2), is: “to provide the public with energy



services that are safe, reliable, and efficient, at just and reasonable rates, in compliance with all
legal mandates, and in a manner that serves the public interest and is consistent with state energy
and environmental policies.”  Nothing in this fundamental objective even remotely allows for
identifying minor decreases in corporate profit levels as one of these “other considerations.” In
addition, UE’s IRP filing did not identify its ‘“decision factors” as one of the “other
considerations” that would be to used in the plan selection process that is set forth in 4 CSR 240-
22.010(2)(A)-(C). On page 21 in Chapter 10 (Strategy Selection) of its IRP filing, UE provides
references to page numbers where each of the requirements of the rule pertaining to plan
selection is addressed. On page 21, UE refers to page 12 in Chapter 10 as the page where UE
complies with the requirements of 4 CSR 240-22.010(2)(A)-(C). The term “decision factor” does
not appear on page 12 despite the fact that 4 CSR 240-22.010(2)(C) requires the electric utility
to:

explicitly identify and, where possible, quantitatively analyze any other

considerations which are critical to meeting the fundamental objective of

the resource planning process, but which may constrain or limit the

minimization of the present worth of expected utility costs....[Emphasis

added]
UE’s attempt to shoehorn its use of “decision factors” into the plan selection process required by
the rule is a thinly disguised attempt to rationalize that the use of “decision factors” is permitted
by the rule, after OPC showed that UE’s use of “decision factors” is not permitted by the rules.

4. The Commission’s Report and Order fails “to ensure that the public interest is

adequately served” as required by 4 CSR 240-22.010(1). The Commission’s failure to require
UE to fix any of the many flaws identified means that the Commission, the parties, and UE itself

do not know what UE’s optimal plan is, or what the actual Present Value of Revenue

Requirement (PVRR) is for either the chosen plan or the optimal plan. As a result, it will be



extremely difficult in a future case for parties to establish what UE’s revenue requirement would
have been if UE had chosen the optimal plan today. The Commission has not only kicked the
can down the road for a future Commission to deal with, but has also deliberately robbed that
future Commission of critical information. For example, the Commission recognized that UE
failed to properly model wind. But because the Commission refused to order UE to redo its
analysis and properly model wind, we know neither the appropriate amount of wind nor the
difference in revenue requirement between the appropriate amount and the amount UE plans to
install.
WHEREFORE Public Counsel respectfully requests that the Commission rehear its

Report and Order issued March 28, 2012.

Respectfully submitted,

OFFICE OF THE PUBLIC COUNSEL

/s/ Lewis R. Mills, Jr.

By:

Lewis R. Mills, Jr.  (#35275)
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