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August 20, 2011

Mi. Steven Reed

Secretary of the Commission
Missouri Public Service Commission
200 Madison Street, Suite 100
Jefterson City, MO 65203-0360

Re: ER-2011-0028, Notice of Appeal
Deat Mr. Reed:

Enclosed for filing please find an original and three copies of a Notice of Appeal,
filed with your office pursuant to the provisions of Section 386.510, RSMo., as
recently amended by 5.B. 48 (L.2011, S.B. No. 48, § A, eff. Tuly 1, 2011). T have
utilized the Notice of Appeal form that your office has prepared for this purpose,
which in all material respects is the same as Form 8-A issued by the Missouri
Supreme Coutt. It is my understanding that the Commission has obtained verbal
approval of this form from the Office of the State Court’s Administrator. Because
the Supreme Court has not formally amended Supreme Court Rule 81.08(a), 1 am also
including the Notice of Appeal using the Supreme Court’s Form 8-A. I ask that you
mark as filed both original and the two additional copies of each notice that are being
provided for the Commission’s use. [ also ask that you matk as filed the third copy
of each Notice, which will be our file copies.

Also enclosed is our office check in the amount of $70 to cover the docket fee
requited by Supreme Court Rule 81.04(d).

Should you have any questions please contact me at the address or telephone number
Hsth above, ot via e-mail at the e-mail address listed next to my signature. Thank
you for your assistance.

Sincerely,

Diana M. Vuylsteke ) l;

dmvayvlstekedbrvancave.com

DMV/db
Enclosures
cc: Counsel of Record, Case No. ER-2011-0028 (via certified mail, return-receipt

trequested)
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BEFORE THE PUBLIC SERVICE COMMISSION OF THE STATE OF MISSOURI

Judge or Division: Regulatory Law Case Number: ER-2011-0028

Judge Morris Woodruff
Plaintiff/Petitioner: Appellate Number: [_] Filing as an Indigent
Missouri Indusirial Energy
Consumers, Coutt Reporter: "] Sound Recording
N/A Equipment
vs. | Reporter’s Telephone: Number of Days of Trial:
N/ N/A
Defendant/Respondent:
Publ{c Serlfice Commission of the State | Date of Judgment/Sentence: Date Post Trial Motion Filed:
of Missouri ‘ July 13, 2011 N/
Date Ruled Upon: Date Notice Filed:
N/4 August 26, 2011 {Date File Stamp)
Notice of Appeal

[ ] Supreme Court of Missouri  Court of Appeals: X Western [ ] Eastern ] Southemn

Notice is given that Missouri Industrial Energy Consumers appeals from the judgment/decree entered in this action on
July 13, 2011.

Complete if Appeal is to Supreme Court of Missouri
Jurisdiction of the Supreme Court is based on the fact that this appeal involves:
(Check appropriate box)
{71 The validity of a treaty or statute of the United States [ 1 The title to any state office in Missouri
{7 The punishment imposed is death [_1 The construction of the revenue laws of Missouri
[7] The validity of a statute or provision of the Constitution of Missouri
if the basis of jurisdiction is validity of a United States treaty or statute, the validity of a Missouri statute or
Constitutional provision or construction of Missouri revenue laws, a concise explanation, together with suggestions, if
desired, is required. This may be filed as part of or with this notice of appeal or, in the alternative, may be filed within ten
days after the notice of appeal is filed by filing it directly with the Clerk of the Supreme Court. See Rule 81.03(b) and (c)

and Rule 30.01(f) and (g).
Appellant’s Attorney/Bar Number Respondent’s Attorney(s)/Bar Number(s)
Diana Vuylsteke, MO Bar #42419 (If multiple, list all or attach additional sheets)
BRYAN CAVE LLP Jennifer Heintz, MO Bar #357128
Address Address
221 Bolivar Street ;c{z(.;so;;i Ig’gglic Service Commission
Jefferson City, MO 65101-1574 Jefferson City, MO 65102
Telephone Fax Telephone Fax
{314) 259-2543 {314} 552-8543 (573) 751-87¢1 (573) 751-9285
Appellant’s Name Respondent’s Name
Missouri Industrial Energy Consunmers Public Service Commission
Address Address
221 Bolivar Street P.0. Box 360
Jefferson City, MO 65101-1574 Jefferson City, MO 65102
Telephone Telephone
(314) 259-2543 (373) 751-8701

Brief Description of Case This case is an appeal following the Public Service Commission’s July 13, 2011 Report and Order
authorizing an increase in electrical utility rates for Union Electric Company, d/b/a Ameren Missouri. See attached Exhibits A

through E and the Civil Case Information Sheet.

Date of Appeal Bond Amount of Bond [} Bond Attached

N/4
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Notice to Appellant’s Attorney

Local rules may require supplemental documents to be filed. Please refer to the applicable rule for the disirict in which
the appeal is being filed and forward supplements as required.

Certificate of Service

I certify that on 8 Z é’ / l (date), 1 served a copy of the notice of appeal on the following parties, at the
following address(es), by fie metlod of service indicated,

Qe Exhibit (2.

Directions to Clerk

Serve a copy of the notice of appeal in a manner as prescribed by Ruie 43.01 on the attorneys of record of all parties to
the judgment other than those taking the appeal and on all other parties who do not have an attorney, (A copy of the notice
of appeal is to be sent to the Attormey General when the appeal involves a felony.) Transmit a copy of the notice of appeal
to the clerk of the Supreme Court/Court of Appeals. If a party does not have an attorney, mail the notice to the party at
hisfher last known address, Clerk shail then fill in the memorandum below. (See Rules 81.08(d) and 30.01 (h} and (i}.)
Forward the docket fee to the Department of Revenue as required by statute,

Memorandum of the Clerk
1 have this day served a copy of this notice by | ] regular mait {_] registered mail M certified mail ] facsimile

transmission to each of the following persons at the address stated below, If served by facsimile, include the time and date
of transmission and the telephone number to which the document was {ransmitted.

T have also transmitted a copy of the notice of appeal to the clerk of the
] Supreme Court {1 Court of Appeals, District

1 Docket fee in the amount of $ has been received by this clerk which will be disbursed as required by
statute.

{71 A copy of an order granting leave to appeal as indigent.

Date Clerk




FORM NO. 8-A (PSC)
MISSOURI PUBLIC SERVICE COMMISSION
NOTICE OF APPEAL
TO MISSOURI COURT OF APPEALS
WESTERN DISTRICT

BEFORE THE MISSOURI PIjBLIC SERVICE COMMISSION
STATE OF MISSOURI

State ex rel. Union Electric )
Company d/b/a Ameren Missouri )
Relator/Appellant )j
)} Missouri Public Service Commission
) File No. ER-2011-0028
)
vs. ) Date of Commission Decision:
) July 13, 2011
Public Service Commission )
of the State of Missouri )
Respondent. )
Notice is hereby given that Union Electric Company d/b/a Ameren Missouri appeals fo the
Missowri Court of Appeals X Western Eastern Southern District.
Date Notice of Appeal Filed Signature of Attorney ot Appellan? Diava fu }//FMC—

(to be filled in by Secretary of Commission)

A copy of Appellant’s Application for Rehearing and the Report and Order being appealed fiom
are attached hereto and incorporated herein by reference as Exbibits A and B, respectively.

A copy of the reconciliation required by subsection 4 of section 386.420 is attached hereto and
incorporated herein by reference as Exhibit C.}

i Approval of this reconciliation is pending at the Public Service Commission. Appellant will supplement this Notice
with the final, approved reconcilialion and the Public Service Commission’s order approving the same after formal
approval occurs.

~ SLOTDOCS\3698530. 1 Form No. 8-A (PSC)



Concise Statement of the Issue:

The issues being appealed are the following:

1. the Public Service Commission’s (“Commission™) finding that 10.2 % is a fair and
reasonable return on equity for Ameren Missouri;

2. the Commission’s allowance of $7,096,592 in recovery to Ameren Missouri for non-
labor storm costs;

3. the Commission’s allowance of a six-year amortization period for recovery of demand
side management costs

4. the Commission’s allowance of $885,266 in rates for ongoing solar rebate costs;

5. the Commission’s authorization for the continued use of a vegetation management and
infrastracture inspections tracker;

6. the Commission’s inclusion of an additional $10,000,000 above the amount stipulated by
the parties in property tax expense;

The parties fo the proceeding giving rise to this appeal are listed on Exhibit DD attached hereto.

CASE INFORMATION
TYPE NAME AND BAR ENROLLMENT TYPE NAME AND BAR ENROLLMENT
NUMBER OF APPELLANT NUMBER OF RESPONDENT’S ATTORNEY
Diana Vuylsteke Jennifer Heintz, MO Bar No. 57128
221 Bolivar Street 200 Madison St.
Jefterson City, MO 65101 P.O. Box 360
314-259-2543 (telephone) Jefferson City, MO 65102
314-552-8543 (facsimile) 573-751-8701 (teiephone)

573-751-9285 (facsimile)

DIRECTIONS TO COMMISSION

A copy of the notice of appeal and the docket fee shall be mailed forthwith to the clerk of the
appellate court. The record on appeal shall be prepared and certified within such time as to
enable timely filing by the appeliant.

PROOF OF SERVICE
I have, this 26th day of August, 2011, served a copy of this notice of appeal on each of the
following persons at the address stated by certified mail, return receipt requested.
See Exhibit E attached hereto.

&ﬁ\q‘f% 25864 eP/ z e// )

Signature of Attorney or Appe’:ilant ﬁd Date

Orana l/ufffs)@ék
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IN THE MISSOURI COURT OF APPEALS
WESTERN DISTRICT

CIVIL CASE INFORMATION FORM
(This form must be filed with the Notice of Appeal)

List every party involved in the case, indicate the position of the parly in the circuit court (e.g.,
plaintiff, defendant, intervenor) and in the Court of Appeals (e.g., appellant, respondent) and the
name of the attorney of record, if any, for each party, Attach additional sheets fo identify all

parties and attorneys if necessary.

Party

Missouri Public Service Commission
(Party as a matter of right per statute)

Missouri Office of the Public Counsel
(Party as a matter of right per statute)

Charter Communications
(Intervenor)

3698800.1

Aitorne

Kevin Thompson

Steve Dottheim

Missouri Public Service Commission
200 Madison Street, Suite 800

P.O. Box 360 '

Jefterson City, MO 65102-0360

Lewis R. Mills

Missouri Office of the Public Counsel
200 Madison Street, Suite 650

P.0. Box 2230

Jefferson City, MO 65102-2230

Hunt S. Brown

Charter Communications
12405 Powerscourt Drive
St. Louis, MO 63131

John C. Dodge

Davis Wright Tremaine, LLP

1919 Pennsylvania Ave. NW, Ste. 200
Washington, DC 20006

Mark W. Comley

Newman, Comley & Ruth, P.C,
601 Monroe St., Ste. 301

P.O. Box 537

Jefferson City, MO 65102



Missourt Retailers Association
{Intervenor)

MIEC
(Intervenor)

MEUA
{Intervenor)

MEG
(Intervenor)

The Municipal Group
(Intervenor}

AARP
(Intervenor)

Consumers Council of Missouri
{Intervenor)

Natural Resources Defense Council
(Intervenor)

3698800.1

Thomas R. Schwarz, Jr,
Stephanie S. Bell

Blitz, Bardgett & Deutsch, L.C.
308 East High Street, Suite 301

Jefferson City, MO 65101

Diana M. Vuylstcke

Bryan Cave LLP

211 N. Broadway, Suite 3600
St. Louis, MO 63102

David L. Woodsmall

Finnegan, Conrad & Peterson, L.C.
428 E. Capitol, Suite 300

Jefferson City, MO 65101

Lisa C. Langeneckert

Sandberg Phoenix & von Gontard P.C.
600 Washington Avenue — 15" Floor
St. Louis, MO 63101-1313

Leland B. Curtis

Carl J. Lumley

Kevin M. O’Keefe

Curtis, Heinz, Garrett & O’Keefe, P.C.
130 S. Bemiston, Suite 200

St. Louis, MO 63105

John B. Coffinan

John B. Coffman, LLC

871 Tuxedo Blvd.

St. Louis, MO 63119-2044

John B, Coffman

John B. Coffiman, LI.C

871 Tuxedo Blvd.

St. Louis, MO 63119-2044

Henry B. Robertson

Great Rivers Environmental Law Center
705 Olive Street, Suite 614

St. Louis, MO 63101



Renew Missouri Henry B. Robertson

(Intervenor) Great Rivers Environmental Law Center
705 Olive Street, Suite 614
St. Louis, MO 63101

MDNR Sarah Mangelsdorf
(Intervenor) Assistant Attoiney General
P.0O. Box 899

Jetferson City, MO 65102

Jennifer S. Frazier
Assistant Atforney General
P.O. Box 899

Jefferson City, MO 65102

Missouri Department of Natural Mary Ann Young
Resources Counsel
(Intervenor) Missouri Department of Natural
Resources
P.O.Box 176
Jefferson City, MO 65102
IBEW Sherrie A. Schroder
{Intervenor) Michael A. Evans

Harmmond and Shinners, P.C.
7730 Carondelet Avenue, Suite 200
St. Louis, MO 63105

Local Unions Sherrie A, Schroder

{Intervenor) Michael A. Evans
Hammond and Shinners, P.C.
7730 Carondelet Avenue, Suite 200
St. Louis, MO 63105

International Union of Operating Sherrie A. Schroder
Engincers Michael A. Evans
(Intervenor) Hammond and Shinness, P.C,

7730 Carondelet Avenue, Suite 200
St. Louis, MO 63105

Missouri-American Water Company John J. Reichart

(Intervenor) Corporate Counsel & Assistant Secretary
Missouri-American Water Company
727 Craig Road

St. Louis, MO 63141

3698800.1 3



Union Electric Company d/b/a
Ameren Missouri
(Petitioner)

Date Notice filed in Circuit Court:

36988001

James B. Lowery, MO Bar #40503
Smith Lewis, LLP

111 South Ninth Street, Suite 200
P.0. Box 918

Columbia, MO 65205-0918
Phone: (573) 443-3141

Fax: (573) 442-6686

Thomas M. Byrne, MO Bar #33340
Ameren Services Company

P.O. Box 66149

St. Louis, MO 63166-6149

Phone: (314) 554-2514

Fax: (314) 554-4014

August 26, 2011




The Record on Appeal will consist of
X Legal File Only Legal File and Transcript

FACTUAL BACKGROUND: (Events Giving Rise to Cause of Action. Attach one additional
page, if necessary),

The Missouri Public Service Commission (“Commission™) issued the Report and Order that is
the subject of this appeal, in Commission Case No. ER-2011-0028 on July 13, 2011, The
Commission approved a rate increase for Union Electric d/b/a Ameren Missouri (“Ameren”) of
approximately $172,000,000 annually. As more fully described in the Application for Rehearing
attached hereto, the Commission’s order was unlawful and unreasonable with respect to the
following:

1. the Public Service Commission’s (“Commission”) finding that 10.2% is a fair and
reasonable return on equity for Ameren Missouri,

2. the Commission’s allowance of $7,096,592 in recovery to Ameren Missouri for non-
Iabor storm costs;

3. the Commission’s allowance of a six-year amortization period for recovery of demand
side management costs

4. the Commission’s allowance of $885,206 in rates for ongoing solar rebate costs;

the Commission’s authorization for the continued use of a vegetation management and

infrastructure inspections tracker; and

6. the Commission’s inclusion of an additional $10,000,000 above the amount stipulated by
the parties in property tax expense.

b

ISSUES EXPECTED TO BE RAISED ON APPEAL: (Attach one additional page, if
necessary. Appellant is not bound by this list. Attach one copy of the post-trial motion, if one
was filed).

Issues expected to be raised on Appeal are as follows:

- 1. the Public Service Commission’s (“Commission”) finding that 10.2% is a fair and

reasonable return on equity for Ameren Missouri;

2. the Commission’s allowance of $7,096,592 in recovery to Ameren Missouri for non-
{abor storm costs; :

3. the Commission’s allowance of a six-year amortization period for recovery of demand
side management costs

4. the Commission’s allowance of $885,266 in rates for ongoing solar rebate costs;

5. the Commission’s authorization for the continued use of a vegetation management and
infrastructure inspections tracker; and

6. the Commission’s inclusion of an additional $10,000,000 above the amount stipulated by
the parties in property tax expense.

3698800.1 5







EXHIBIT A

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of Union Electric Company, )
d/b/a AmerenUR’s Tatiffs to Increase Its ) Case No. ER-2011-0028
Annual Revenues for Blectric Service )

MISSOURI INDUSTRIAL ENERGY CONSUMERS?
APPLICATION FOR REHEARING

COMES NOW the Missouri Industrial Energy Consumers (“MIEC”) and fot its Application
for Rehearing states as follows:

1. On July 13, 2011, the Commission issued its Repott and Order with an effective date
dated July 23, 2011. The Repott and Order.is unlawful, unjust and unreasonable, is not based on
coimpetent and substantial evidence of record and is contrary to the weight of the evidence. The
Report and Order is unjust and untreasonable and not based on competent and substantial evidence
in that it fails to make findings of the basic facts that support its conclusions. The Report and Order
is unjust, unteasonable, arbitrary and capricious and uslawful for the following reasons:

2. 'The Comission erred n finding that 10.2 petcent is a fair and reasonable return on
equity for Ameren Missouti. The Cotnmission’s conclusion that a retutn on equity of 10.2 percent
should be used to determine Ameren Missoust’s revenue requirement in this case is unlawful, unjust,
unreasonable, atbitrary and capricious, is not based on competent and substantial evidence, and is
not supported by adequate findings of fact for the following reasons:

a. The Commission explined in detail its reasons for tejecting the testimony and
recommendations of witnesses Robert B. Hevett, Biilie Sue LaConte and David
Mutray. In contrast, it rejected the recommendation of MIEC’s witness, Michael
Gorman, based on the unsuppotted conclusion that his Sustainable Growth DCF

33

analysis produced a result that is “unreasonably low” The Commission made no



findings of fact to support this conclusion. In addition, in the Commission’s
decision is inconsistent with its receat Report and Otder, In the Matter of the
Application of Kansas City Power & Light (“KCP&¥L), File No. ER-2010-0355 (April
12, 2011}, in which the Commission accepted Mr. Gotman’s Sustainable Growth
DCF analysis.

b. The Commission’s determination that a return on equity of 10.2 petcent is
approptiate for Ametén Missouri is inconsistent with its recent Report and Otder in
KCP&L, in which it concluded that 10.0 percent was the appropriate return on

~equity for the company at issue. KCPerL involved an electric uility company: (1)
with bond ratings that are identical to those of Ameren Missouti in this case; (2)
without a fuel adjustment mechanism to lower its operating risk; (3) with a capital
structure that included less common equity than Ameren Missouri’s capital structure,
The Commission etred by not recognizing that Ameren Missouti’s lower operating
risk and lower financial tisk justified a lower return on equity for Ameren Missouri
than it found to be reasonable for KCPe¥l. The Report and drder in KCPeHL
demonstrates that the Commission’s decision establishing a teturn on equity of 10.2
percent for Ameren Missouri is results-driven, arbitrary, capricious, and
unreasonable.

¢. In Ameren Missouri’s last rate case, the Commission determined that 10.1 percent
was 2 reasonable treturn on equity for Ameren Missouti, The record of evidence in
this case shows that Ameren Missouti’s cost of capital has not increased since its last
rate case. The evidence in this case shows that all measures of cost of capital have
declined since Ameren Missouri’s last rate case. For this reason, the Commission’s

decision to inctease Ameren Missouri’s cost of equity to 10.2 percent is not

SLOTDOCS\3671780.2 2



supported by competent and substandal evidence, and is unlawful, unjust,
unreasonable, atbitrary and capricious.

3. The Commission erred in allowlng Ameren Missourt to recover $7,096,592 in its
rates for nop-labor stotm costs. The methodology used by Ameren Ms;omi to calculate this
amount is based on 2 flawed methodology that exaggerates the amount Ameren Missouri is likely to

incut in storm costs in the future. The “normalization petiods” used by Ameren Missouri fail to
provide an actual normalization because they include outlier events that are unlikely to recur.
Moteover, the vegetation management rules implemented in 2008 are likely 1o decrease the amount
Ameren Missouri will incur in storm costs going forward. Indeed, the Commission’s Order in this
case expressly states that “Ameren Missoutl’s system reliability has improved since the new rules
went into effect and the Commission believes that vegetation management and infrastructure
inspection is vety impottant to that imptroved reliability” In other wotds, as vegetation
management improves under the 2008 rules (trees ate trimmed back further from power lines),
reliability improves because’less damage is wrought on Ameren Missouti’s service territory during
storims. Thus, storm recovery costs ate likely to continue decreasing as a result of Ameren Missour?’
compliance with the Commission’s 2008 Rules, The Commission erred when it found that MIEC’s
argument regarding the effects of the 2008 vegetation management on storm costs was “little moge
than speculation,” because thé Commission’s Report and Otder reaches psecisely the same
conclusion.” Additionally, the Commission’s reasoning is internally inconsistent on this issue. On
page 99 of the Commission’s Repott and Order in this case, the Commission finds that a shoster
morte tecent period should be used to normalize solar rebate costs, because the more recent

information demonstrates that costs are incteasing. Fowever, when presented with the evidence

! Case No. ER-2011-0028 Report and Order at 18,

2Id at 23,
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that storm recovery costs are decteasing, the Commission adopts a longer normalization period that
includes outlier events and fails to appreciate the effect of the Commission’s 2008 rules that were
expressly designed to protect Ameren Missowi’s service territory from the effects of storms. As
such, the Commission should have adopted the more reliable and reasonable methodology proposed
by MIEC that resulted in an allowance of §4.9 million in storm costs.

4. The Commission erred in allowing a six-year amordzation perod for recovery of
demand side management (DSM) costs. As the Commission notes, “there is no objective basis for
the six-year amortization period.” The MIEC proposed a ten-year amottization period, which was
gtounded in objective analysis of the lives of Ameren Missourf’s DSM programs, the weighted
average life of which was twelve years. That proposal was also faithful to the principle that
consumers should pay for the programs that benefit them, rather than create intergenerational
inequities. Under the Commission’s decision, today’s customers pay more than their fair share of
these DSM costs. The sole basis for the Commission’s adoption of a six-year amortization petiod is
its desire to incent Ameren Missouri to engage in more DSM programs. While true, that same
argument could be made for pollution control expenses and other Jike expenses, none of which are
recovered quicker than the expected life of the equipment warrants. That basis for decision is
arbitrary and unreasonable because it skews the recovery of these costs so that to day’s ratcpayers’ pajr
mote than their fair share of these costs. Itis also unlawful in that it violates section 393.1075.3 in
that it does not value DSM “Investments equal to traditional investments in supply and delivery
infrastructurel.}”

5. The Commission etred in allowing Ameren Missouri $885,266 in its rates for
ongoing solar rebate costs. The undisputed evidence established that the soler generating equipment

purchased with such rebates was required to last ten years. The MIEC proposed a ten-year

amortization period, which was based upon the required ten year life of the solar generating
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equipment. There is no reasonable basis for recovering the cost of an asset over one year when it
has a minimum life of ten years.

6. The Commission erted in authorizing Ameren Missouti to continue the current
tracking mechanism for vegetation management and infrastructure inspections. The tracking
mechanism at issue violates Missouri law as it constitutes single-issue and retroactive tatemaking.
Moteover, the tracker violates public policy as it undesmines Ameren Missourl’s incentive to control
costs with excessive profits or expense reductions. Further, the tracker may unfairly and
unreasonably require Misso;;ri tatepayers to cover increased ttacked expense despite the decrease in
Ameren Missouri’s overall cost of service. The Commission did not make sufficient findings to
suppott the continued use of the tracking mechanism. The evidence demonstrated the tracker is no
longer justifiable in light of the amount of information available regarding the costs associated with
vegetation management and infrastructute inspections. Moreover the evidence demonstrated that
Ameren Missouri’s tracked vegetation management and infrastructure inspections costs do not
fluctuate sufficiently to justify the continued use of a tracker, and the amount of fluctuation in
tracked costs is itnmaterial to Ameren Missouri. As such, none of the reasons that would jﬁstify the
continued use of a tracket are present in this case. Thus, the Comumission erted in allowing the
continued use of the vegetation management and infrastructure inspections tracker,

7. The Commission etred in including $10 million in addition to the amount stipulated
by the parties in property tax expenses associated with the Sioux scrubbers and the Taum Sauk
additions in Ameten Missourl’s tevenue requirement. The Commission erred in finding that the
estimated property taxes constituted a “known and measurable” expense, as all of the evidence in
the case indicated that the estimates failed to constitute known and measurable expense under
Missouti law. Specifically, the Commission failed to follow Missouti case law cited in MIEC’s briefs

that were directly on point to the issues in this case. Futther, there was no evidence in the case to
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sﬁpport a §10‘mﬂlion allowance, as even the work papers sponsored by Ameren Missouri disclaimed
the estimated amounts. Ameten Missouri witness Mr. Weiss admitted that he did not know the
assessed value of the property at issue, nor the rates to be applied to that property. As such, there
was no evidence that Ameren Missouri’s property taxes will incs:eas;c at all, and there was evidence
that they are likely to dectease based on Ameren Missouti’s appeal of its 2010 property tax bill.
Additionally, the estimated propetty tax expenses will not be due (if eves} until beyond the operation
of Jaw date in this case, and thus fall outside of the putview of this case. Moreover, by the
Commission’s own standards, increasing cost of setvice by reaching forward to grab the single (and
dubious) budget item of the Taum Sauk and Sioux scrubbers property tax is impermissible. The
Commission’s Report and Order in this case expressly prohibits such an action on page 82 where it
cites its own precedent: |

fsince the Commission uses historical expenses and revenues to set rates, it would be

fundamentally unfair to reach forward to grab 2 single budget item to reduce

AmmerenUE’s cost of setvice, while ignoting other anticipated costs that might

increase that cost of secvice. ‘

8. The Commission’s allowance of the Taum Sauk and Sioux scrubbers estimated
property tax violates the above precedent because it fails to use historical expenses and revenues to
set the propetty tax allowance in this case and it r.eachcs forwatd to grab a single budget item to
increase Ameren Missourl’s cost of setvice, while ignoring other factors (like Ameren Missouri’s
2010 property tax appeal) that are likely to decrease Ameren Missouti’s cost of sesvice.

9. The Commission futther erred in including any allowance for property taxes related
to the Taum Sauk addidons in light of the Commission’s suling that disaHows any of the rebuild and
depreciation costs associated with the Taum Sauk plant. It is unreasopable and internally

inconsistent for the Commission to aliow property tax recovery while simultaneously disallowing the
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return on (rate of return) and of (depreciation) the capital investment associated with that same
propetty.

10. The Commission has improperly shified the burden of proof on property tax
expense from Ameren Missoutl to the other parties. The Commission’s Report and Order on
propetty faxes appears to unlawkully shift the burden of proof on the issue from Ameren Missouri
to the other parties. The Ameren Missouri/Staff agreement to increase property taxes by §10.8
million more than the 2010 tax bills constitutes only a joint positon; it is not evidence supporting
the increase, Indeed, Staff admitted that it did not separately calculate or verify the amount. (Tt
1,333 lines 15-24.) Ameren Missouri merely estimated its 2011 property taxes as it has typically done
in years past by applying 2010 rates to.Januvary 1, 2011 plant balances. (Tr, 1323, lines 4-18), The
record evidence cleatly proves that this is not a typical year — Ameren Missourl appealed it
assessment from the State Tax Commission; paid $28 million of 2010 property taxes under protest
based upon that appeal; and it put into service two substandal plant addidons. 'The evidence shows
that Ameren Missouri’s typical calculations are inadequate in this case, and Ameren Missouri did not
introduce substantial evidence that it needs an additional $10.8 million in ptoperty taxes.

1t Ameren Missouti has not established the level of its 2010 property taxes. Ameten
Missouti paid $119 million in property taxes for its Missouri electric operations (Tr. 1298, lines 1-
12), but paid $28 million of that amount under protest. That is, Ameren Missouri contends that its
2010 tax bill will be between $91 million and $119 million. This area of uncertainty is more than
twice the addidonal tax expense Ameren Missouri seeks in this rate case. Ameren Missouri, not the
other patties, has the burden to prove its future tax bill. The Commission is entitled to rely on the
$119 miilion property tax expense for Ameren Missouri only because the other parties stipulated
that this is a reasonable amount. Ameren Missouri must ptove any ptéperty tax expense above that

amount, and that calculation must account for the 2010 protest.
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12, The evidence irrefutably establishes that Ameten Missouti’s locally assessed property
tax bill in St. Charles County will decrease substandally from its 2010 level. The only certainty about
Ameren Missouri’s 2011 property tax bill is that the property tax assessed by St. Chatles County wﬂl
be millions of dollats less than in 2010. St. Charles County assessed the Sioux scrubbers as
cénstruction work in progress at $85 million in 2010. That property tax assessment has been
eliminated in 2011, Compare, Section 153.034.1(1) and (2) with 153.034.2(2). Ameren Missouti’s
calculation did not tell the Cormmission the amount of the feduction, or take it into account in
computing the need for an additional $10.8 million in property tax expense. The amount of the
reduction is significant in relation to Ameren Missouti’s proposed $10.8 million increase.

13. Ameren Missouri failed to introduce any evidence that its property tax bill in
Reynolds County will increase in 2011, Propetty tax on the Taum Sauk reservoir will be imposed
only in Reynolds County. Section 153.034.2(10). 'The table shows the inctease in assessment on the
‘Taum Sauk reservoir in Reynolds County.

Total Reynolds Co.  Taum Sauk as % of

Taum Sauk A/V % increase AV Reynolds Co.
2008 20,945,520 149,644,314 14.0%
2009 53,585,250 155.8% 182,544,587 B 29.4%
2010 80,632,022 50.5% 205,779,203 7 39.2%

, Source! Exﬁibits 501, 505
Ameren Missourl presented no evidence of the actual tax impact of these dramatic increases, nor
evidence of the possible impact of the 2010 conétxucﬁon activity. This Commission is not petmitted
to simply assutne that there will be a disproportionate increase in 2011, The levy rollback provisions
of Sectio;l 137.073.4 futther insulate Ameren Missouri from a major property tax increase. The
Taum Sauk teservoit is real propetty, notwithstanding the Reynolds County Assessot’s convention

of treating construction work in progress as personal propetty. A rxeservoir comprised of hundreds

of miilions of cubic yards of concrete meets any definition of real property. The levy rollback
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provisions excluder from levy roliback provisions only construction occutting after January 1, 2010,
Almost all of the construction and costs of the resetvoit occurred before January 1, 2010, and are
thus protected by the required levy rolibacks. ‘The levy roliback provisions are fusther evidence that
Ametren Missouri’s property tax will not increase substantially in 2011.

147 Ameten Missouri’s accruals for 2011 property taxes not the regulatory treatment of
property taxes of construction work in progress ate evidence of Ameren Missouri’s 2011 propetty
taxes. Atmeten Missour did not introduce evidence that the basis for its accruals for 2011 property
taxes is reliable. That is, although the ;a.ccruals may be based on the petfunctory and flawed “we do
what we do every year to estimate property taxes” approach suggested in testimony, they certainly
do not account for the substantial differences set out above. .W}icthet property taxes in pﬁor yeats
were capitalized or expensed is immaterial to the Commission’s decision in this case. The patties
have aggeed that $119 million is approptiate for property tax expense in this case. Ameren Missouri
has the burden to prove that its property taxes will exceed $119 million. Ametren Missourt has not
met that evidentiaty burden.

15, The record evidence proves that beyond doubt Ameren Missouri’s 2011 St. Chatles
County property taxes will be substantally lower than in 2010; that -Amaren Missouri has assested
that its 2010 property tax assessment by the State Tax Commission overstates its actual 2010
property tax liability by up to $28 million; and thiat thete is no basis to believe that Ameren
Missouti’s 2011 Reynolds County tax bill will be significantly higher than its 2010 tax bill. Ameren
Missouri has not introduced substantal evidence to establish the fact that its property tax bill will
increase by $10.8 million from 2010 to 2011, The Commission’s finding on propesty tax ezpense
can sutvive only by shifting the burden of proof on the issue from Ameren Missouti to the other

parties to the case. Section 393.150.2 prohibits the Commission from doing so, and the
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Commission should revise its Report and Order to find that the property tax expense for Ameren

Missouti should be $119 million.

Respectfully submitted,

BRYAN CAVR 1LP
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The Missouri Public Service Commission, having considered all the cbmpetent and
substantial evidence upon the whole record, makes the foltowin~g findings of féct and
conclusions af law. The positions and arguments of all of the parties have been considered
by the Commission in making this decision. Failure to specifically address a piece of
evidence, position, oz; afgumént of any party does not indicate.that the Commission has
A ‘-faﬂed to C_onsider relevant evidence, but indicatés rather that the omitted material was not '

dispositive of this decision.

This order él’!ows Ameren Missouri to increase the revenué it may boliect from its
Missouri customers by approximately $172 million based on the data contained in the
Revised True-up Recongiliation filed by the Missouri Public Service Compmission .Staff on
May 18, 2011, |

Procedural Hlstory
On September 3, 2010, Union Electric Company, d/b/a Ameren M!SSOUI‘! f ied tariff

sheets de31gned to 1mplement a generai ratei mcrease for electr;c service. The tariff would



have increased Ameren Missouri's annual efectric revehues by apprq"xirﬁateiy $263 million.
The tariff revisions carried an effective date of October 3,2010.

By drdef issued on Septernber 7, 2010;: tﬁe Commission .suépended_Ameren
Missouri’s general rate i‘ncréase tariff untit July 31, 2011, the maximum amount of tﬁme
ai{ovx;ed by the controlling statute.” In the same order, the Commission directed that notice. .
of Ameren Missouri’s t_a%iff' filing be provided to interested parties and the public. The
Commission also established October 4, 2010, as the ‘deadline for- submiission of |
applications to intervene. The fo%lowling parties. filed appiications and were allowed to
iﬁtewéne: The International Brotherhood ﬁf Electrical Workers Locals 2, 309, 649, '?02, .
1439, and 1455, AFL-CIO an'd International Union of Operating Eng‘meer;s Local 148 AFL-
CIO (collectively the Unions); The Missouri !ndus.tria! E:nerg;; Consumers (MIEC);2 lThe

Missauri Energy Group (MEG);S'The Missouri Depaﬂm_ent of Natural Resouréés (MDNRY;
- Missouri-American Water-Company;-The Cor/x"sumefs Counoﬁ ;3f Misso-uri; AARP; The‘- :
i""'iiﬂi.ssouri Retailers Association; The Natural Resources Defense Council; the Missquri
Coalition for the Environment, d/bfa Renew Missouri; the Cities of O’Fajlion,. Creve C;Jeur,
University City, O]évette, St Ann, KirkWOOd, Bellfontaine Neighbors, Florissant, Richmond

Heights, Ballwin, Brentwoad, St. John, Sunset Hills, the Village of Twin Oaks, the Village of

' Section 393.150, RSMo 2000.

% The following members of MIEC were allowed to intervene as individual entities and as an
association; Anheuser-Busch Companies, Inc,; BioKyowa, inc.; The Boeing Company; Doe Run;
Enbridge; Explorer Pipeline; General Motors Corporation; GKN Aerospace; Hussmann Corporation;
JW Aluminum; Monsanto; Precoat Metals; Proctor & Gamble Company; Nestlé Purina PetCare;
Noranda Aluminum; Saint Gobain; Solutia; and U.S. Si!ica‘ Company.

* The members of MEG are Barnes—Jewish Hospital; Buzzi"Unicenﬁ USA, Inc; and SSM
HealthCare. ‘ , S - B



Riverviev_v, and the St. Louis County Municipal League (the Municipai Group), the Midwest
Energy Users’ Association (MEUA);* and Charter Communications, Inc.

- On Noveénber 10, 2010, the Commission established the testryear for this case as
- the 12-month period ending March 31, 2010, tr{;ed-up. as of February 28, 2011, Inits .
November 10 order, the Commission established a procedurél schedule leading_to an
evideﬁtiary hearing regarding Améren Miésouri’s general rate increase fariff. |

In February and March 2011, the Commission conducted fourteen local public
hearings at various sites around Ameren Missouri's service area. At those hearings, the
Commission heard commg-hts from Ameren Missouri's customers and the public regarding
Améren Missouri's request for a rale increase.

In compliance with the established p’rbcedural schedule, the parties prefiled direct,
rebuttal, and surrebuttal testimony. The evidentiary hearing began on April 26, 2011, and
continuéd through May 20. The partiés indicated they had no contested true-up issues and

“the Commission cancelled the sbheduled true-up hearing. The parties filed post—hearipg
briefs on June 1, 2011, witlﬁ reply briefs following on June 13, Based on tﬁe revised true-up
reconcifiation filed 5y Staﬁ on May 18, Ameren Missouri has reduced its rate increase
request to $211,183,446.

Admission of True-Up Dobumeﬁt into Evidence

A true-up hearing was originally scheduled for May 23 and 2’4; On May 186, Gary
Weiss filed tr::e-up direct testimény consisting of many pagés of accounting schedules
detailing true-up numbers. There_—were no trué-up issues and on May 20, the Con;tmis_si‘o‘n

cancelled the true-dp hearing. Through an oversight, Mr. Weiss's true-up testimony was -

“The ohly member of MEUA for this case is Wal-Mart Stores, Inc.
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néver admiftéd into evidenc.e.v However, the accounting sched_ules attached to that
..testimony are cited in the briefs and in this report and order. Theréforg:, the Comfniséion
will adr_ﬁit the True-Up birectTestin{ony of _Gary S. Weiss into evidenée and will aAs_s-ign that
docurment exhibit nurmber 174,
| The Partial Stipulations and Agreements

During the course of the evidentiary heaﬁng. ‘;/.ar'ious parties filed three
nonuhanimous partial stipulations and agreements resolving issues that would otherwise
~havé been the subject of testimony at the hearing. No 'pa:rty opposed those partial

stipulations and agreements. As permitted by its reguiations, the Commission treated the

unoppoéed partial stipuiationé and agreements as unanimous.’ After considerihg the
sﬁpulat%ons and agreements, the 'Commiss'ion approved;them asa resolui'gon of the issue;e,
addresséd‘ in those a'lgraement‘s.6 The issues resolved in | ’thpse stiputations and'
ag reeﬁéhis will notbe further addressed in thié report and ordef. except as they may relate
o any unresofved issues. | o -
On -May 12, .201‘1. Public Counsel; MIEC, AARP, the Consumers- Council of
: _Miésouri, the Missouri _Rétailers, MEUA, and MEG ﬁle_d a non-unanimous stipulation and
agreement that would h;ave resolved various clas;s costof serVic_:e and rate désigri issues.
. ‘The Municipal Group opposed that non—unanimdus stipul.ati.ohv énd agreement. Similarly,
on May 18, Ameren Missouri and MDNR filed a non'-'unanimous' stipuiation and agreement
reg'erding evaiuation §f the low-income weatherization program. Public Coun‘s_el opposeﬁ

that stipulation and agreement. As provided in the Commission's Tules, the Commission

will consider those stipulations and agreements to be merely a position of the signatory

¥ Commission Rule 4 CSR 240-2.115(C). ' N
S_The Commission issued its Order Approving Stipufations and Agreements on June 1, 2011,
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parties tq which no party is bound.” The issues that were the subject of fhose stipulations
and agreements will be determined in this report and ‘order. | ~
7 Overview-“'

Ameren Mlssoun is an investor-owned mtegrated electric utility prowdmg retali _
efectric service to large portions of Missouri, |ncludmg the St. Louis Metropolitan area.
Ameren Missquri has approximately 1.2 miiiion retail electric customers in Missouri, more |
than 1 million of whoin are residential customers.® Ameren Missouri also operates a
natural gas utility in Missouri but the rates it chafgés for natural gas are not at issue in this
case. | -

Ameren Missouri began the rate case prbcess when it filed its tariff on September 3,
2010. In doing so, Ameren Missouri asserted it was entitled to increase its retail rates by
$2§3 million per year, an increase of approximately ﬁ percent.® Ameren Missouri
attributea approximateiyr$200tmi[!ion of the proposed increase to energy infrastructure

“investments, environmental controls and other reiia'bimy costs ‘to meet customers’
expectations for”mor‘e reliable and cleaner energy.'® The cohpany attributed another $70 .
miftion of that increase to the rebasing of fuel costs that would otherwise be passed through |
to customers by bperatién of the company's existing fuel adjus'tment.ciause.“ |

Amefen Misso.wi set ouf its rationale for increasing its rates in the direct testimony it
filed along with its tariff on September 3, 2010. {n addition to {ts filed testimony, Ame_ren

Missouri provided work papers and other detailed information and records to the Staff of

7 Commission Rule 4 CSR 240-2.115(2)(D).
® Baxter Direct, Ex. 100, Page 4, Lines 19-20.
? Baxter Direct, Ex. 100, Page 5, Lines 16-17.
" 0 Baxter Direct, Ex. 100, Page 5, Lines 20-22.
" Baxter Direct, Ex. 100, Page 6, Lines 19-23.



the C'ommission, Public Counsel, and to fhe intervening parties. Those partiés fhén had
the opportunity td_review Ameren Missouri's testimony and recordslto detefmiﬁe whether
the requested rate increase was jﬁsiiﬂed; ;

Where thé barties disagreed, they prefiled w'ri;ten testimony to raise those iésueé to
the éttention of the —Comnﬁission. All parties were given an éppor_ti.mity to prefile three
réunds of testimony — direct, rebuttal, and surrebuttal. The prbces‘s of filing testimony. and’
responding to the testimény filed by other parties revea[ed areas of agreement that
resoi\./ec'j some issues and areas of disagreement that reveaiéd‘ new-issugs. On April 21,
the parties ﬁ;éq alist of the issues they asked the Commission to resolve. The Cornmission
 will address those issues in the order submitted by the p_art'_ies._

_-Conciusions of Law Regarding quisd;‘ctiqn

A Ameren Missouﬁ is a pubiic utiiity,‘ an_d an eiectri’cai'corbo_ration‘ as those terms

are defjned in Section 386.020(43) and (15), RSMo (Supp. 2010). As such; .Amefen'
"Miééouri is subject to the Comnﬁission's jurisdiction pursUant to Chapté_rs 386 and 393,

RSMo. | A | ]

B. - Secﬁori 393.146(1 1}, RSMo 2000, gives the Comniission ag{hority tb.regula_te the. -
rates Ameren Missourl ﬁ_a'y charge its customers for electricity. When Ameren Missouri

filed a'ta'r"if-f' c_i'e.si.gne'd to increase its rates, the Commission exercised its éuthprity under .
Section 393.150, RSMo 2000, to suspend the effective date of that tariff for 120 days

‘beyond the effective date of the tariff, plus an additional six months.



. Conclusions of Law Regarding the Determir_aation of Just and Reasonable Rates
A In detérmining the rates Ameren Missouri may charge ité. customers, the
Commission is required to defermine that the proposed rates are just and reasonable.**
Ameren Missouri‘ has th.é burden of proving its proposed rates are just and reasonable. '
B. ' In determining whether the ratés proposed by Ameren Missouri are jus_t and
reasonable, the Commission must balénce the interests of the investor and the consumer. **
tn discussing the. need for a regulatory body to institute just and reasonable rates, the
United States Supreme Court has held as follows: |

Rates which are not sufficient to yield a reasonable return on the value of the

_property used at the time it is being used to render the services are unjust,
-~ unreasonable and confiscatory, and their enforcement deprives the publlc

utility company of its property in violation of the Fourteenth Amendment.*®

In the same case, the Supreme Court provided the following guidance on whatis a justand

reasonable rate:

What annual rate will constifute just compensation depends upon many
circumstances and must be determined by the exercise of a fair and
enlightened judgment, having regard to all relevant facts. A public utility is
entitled to such rates as will permit it to earn a return on the value of the
property which it employs for the convenience of the public equal to that -
generally being made at the same time and in the same general part of the
country on investments in other business undertakings which are attended by
corresponding risks and uncertainties; but it has no constitutional right to
profits such as are realized or anticipated in highly profitable enterprises or
speculative ventures. The return should be reasonably sufficient to assure
confidence in the financial soundness of the utility and should be adequate, - -
under efficient and economical management, to maintain and support its =
credit and enable it to raise the money necessary for the proper discharge of
its public duties. Arate of return may be reasonabile at one time and become

' Section 393.150.2, RSMo 2000
13 Id ‘
" Federal Power Commissfon v. Hope Natural Gas Co 320 U.8. .591 603 (1 944)

' Bluefisld Water Works & Improvement Co. v. Pubhc Service Comm:ssron of the State of West
Vlrgmra 262 U S 679, 690 (1923) o .
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too high or too fow by changes affectmg opportumttes for mvestment the
money market and business conditions generaliy i6

The Supreme Court has further indicated:

‘[Rlegulation does not insure that the busmess shall produce net revenues.’

. Butsuch considerations aside, the investor inferest has alegitimate concern .

© with the financial integrity of the company whose rates are being regulated.
From the investor or company point of view it is important that there be
enough revenue not only for operating expenses but also for the capital costs
of the business. These include service on the debt and dividends on the
stock. By thal standard the return {o the equity owner should be
commensurate with returns on investments in other enterprises having -
corresponding risks, That return, moreover, should be sufficient to assure
confidence in the financial mtegnty of the enterprise, so as to maintain its

~ credit and to attract capital."”

C. In underiaking-the balancing required by the Constitution, the Commissaon is not

" bound to apply any pamcular farmula or combmahon of formuias Instead the Supreme

Cour! has sald

Agencues tfo whom this [egxstatwe power has been deiegated are free, w:thm
the ambit of their statutory authority, to .make the pragmatic adjustments
which may be called for by pamcular circumstances. 8

b F urthermore in quotmg the United States Supreme Courtin Hope Natural Gas the

Missouri Court of Appeals said:

{Tlhe Commission {is] not bound to the use of any smgie formuta or
combination of formufae in determining rates. Hs rate-making” function,
moreover, involves the making. of ‘pragmalic adjustments.'. ... Under the
‘statutory standard of ‘just and reasonable’ it is the result reached not the -

- method employed whlch 15 confreliing. {t is not theory but the impact of the -
rate order which counts. ' : .

'® 1d. at §92-93.
"V Federal Power Comm:ssron v. Hope Natural Gas Co,, 320 U 8: 591, 603 (1 944) (mtations

7 omitted).

' Federal Power Commission v. Natural Gas Pipeline Co. 315 U S. 575, 586 (1942}

" State ex rei. AssoczatedNaturaf Gas Co. v. Pub. Serv. Comm'n, 708 S.W. 2d 870, 873 (Mo App.
(W.D.1985). , )
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The Rate Making Process
The rates Ameren Missouri will be allowed to charge its customers are based on a
determination of the company's revenue requirement, A_mereh Missouri's revenue
requirement is calculated by adding the company’s operating 'expenses,r its depreciation on
piant in rate base, taxes, and iis rate of return mul.tiptied 'by its rate base. ‘The revenue
requirement can be expfessed as the foliowing formula:
- Revenue Requirement = E + D + T + R(V-AD+A)
Where: E = Operating expense requirement
- D = Depreciation on plant in rate base
T = Taxes including.income tax related to return
R = Return requirement
(V-AD+A) = Rate base
For the rate base calcuitation:
V = Gross Plant
AD = Accumulated depreciation
A = Other rate base items
All parties accept the basic formula, Disagreements arise over the amounts that should be
" included in the formula.
The Issues
1. Overview and Policy: |

A, What “cost-of service” andfor regulatory policy considerations, if any,
should guide the Commission’s decision of the issues in this case?

B. Can the Commission consider and rely on the testimony of ratepayers at

local public hearings in determining Just and reasonable rates? If so, how should _
-the Commission take this testimony into account, if at all?

Although this was identified as an issue by the parties, there Is no actual overview

and policy issue that will require resolution by the Commission. Rather, some of the pariies

ask the Commission to explain how it views its role as é- regulator.énd in particular, expiain

how it deals with the testimony it receives from ratepayers at lqcal public heaﬁngﬁs. The -
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Commission will accept this invitation to explain its role.

- Asits name implies, the Public Service Commission'was created and exists primari:iy
to serve tha pubﬁc In a case decided just a few yé'ars after this Commission was created,
the Nhssoun Supreme Court stated that the spsr:t of the act estabhshmg the Public Service -
Commtsszon is to protect the public. In the words of the court “{t]he protectson gwen the

utihty is incidental. »20

Soma parties suggest that if the Commission is to serve the public int.erest,k it must
bow to the popular will expressed at the various local public hearings and eliminate or .
- reduce as far as possible any rate increase requested by thé utility. _HoﬁéVer, that is not
the law under which the Commission operates. Furthermofe, a Comrriiasioo policy that
- destroyed the profitability of the utility would uitimately harm the oobiic the Comm-ission is
_obﬁgatéd to ‘seoze‘ | | ' |
' _ As the Commission indica:ted in a previous section of this Report and Ordcr, itis
' 'raquiréo to balance the interests of the ratepayera and the ufiﬁty‘s shareholders o establish
- rates that are just and reasonable Many w1tnesses who testn‘y at local public hearmgs‘
offer heartfelt and frequently heartbreakmg accounts of how they are suffeﬂng from the ‘
economy in general and high utility rates in particular. As the Commission heard frequent!y' :
‘ at those hleanngs, many customers want the Commission to “just say no” to any proposed
rate increase. '
The Commlssmn hears the public's testtmony and takes it into account when
' dec&d%ng this or any.other utthty rate case, However, the Commlsswn cannot s%mply jUSt‘

'say no” to a rate increase. The utility is entmed to charge rates sufficient to cover its costs

20 State ex rel. Electric Co OfMISSOUH v. Atkinson et al., 275 Mo. 325, 204 S.W. 897, 899 (Mo banc
1918),
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and to yield a reasonable refurn on its investment. That is why the Commission took and
considered extensive testimony offered by multiple parties before making the difficult
decisions that are set forth and .exptai,ned in this report and order. | |
Even if the Commlssmn had the !egai authority to “‘just say no” to a rate increase,
| domg so could cause great harm to the public. No one benefits when a utility is deprived of
the ability to charge its customers a just and reasonable rate. Customers may mqtlally be
happy when the rates they pay are kept low, butas a uti!ify’s Enc;)mé is reduced beyond a
reasonable level, it must begin to cut corners to reduce its éxpenses, When that happens,
the reliability of the service offered by the utility will suffer. While ratepayers do notlike tb
pay increased rates, they also do not like to sit in the cold and dark when fhe pov»ier. éoes
out, | | |
The Commission can and does considér all the testimony offered in this case,
including the testimony offered by'the public at the local public hearings. Hc;wevalyer, pu-biic
“sentiment is ohly part of the e.quation the Commission must consid‘er when fglﬂli‘mg its
responssbmty to establish ;ust and reasonable rates. o |
2 Storm CostsNeg etation- lnfrastructure Trackers
A. Vegetation-infrastructure:

{1) Should the Commission authorize Ameren Missouri to continue the current
tracking mechanism for vegetation management and infrastructure inspections?

Findings of Fact:
introduction: .
1. Ameren Missouri's vegetation managementand infrastructure inspetion expense is

closely associated with two Commi_ssidn rules. Following extensive storm related service

'outages in 2008, the Commission promulgated new riles designed to compel Missour's
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~ electric utilities to do a better job of maintaining their etectric distribution systems. Those
rules, entitled Electrical Co-rpo.ration 'infrastructure Standards®' and Electrical Corporation
Vegetation Management St_andards and R_eportir’té‘ Reﬁﬁirements,‘zg-became effective bn
June 30, 2008, |
2. The rules estabﬁsh specific standards requiring electric ufiiities to inspect and
replace old and-démagéd fnfrastructure, such as poles and transformers. In ad&ition,
electric utilities are required to more aggressively trim tree branches and other vegetation
'tﬁét encroaches on transmission lines, n bromu!gaﬁng the stricter sténdards, the
Commiss;lon anticipated utilities would have fo s"pend more foney to comply. Tberefore; _
both rutes include provisions that atiow'a utifity the means to recover the extra costs it
- iﬁcurs’ to comply with the reduir-eménts of the rute. |
3 In ER-2008-0318, the Commission allowed Ameren Missouri to recover a ‘set
-a'mount in its base rates for vegetation management and infrastructure ihspecﬁon costs.’
'l'—'H-owe\fer, since the rules were new, the_Commission found thatlAmereh Missouri had tog
fittle experience to reasdnably know how rrfﬁch it would need to spend to comply With the
\}egetation rﬁanagement %nd infrastructure inspection rules. Because of that uncertainty,
the Commission estabiishéd a{ two-way ;racking'mechanism to aliow Ameren Missouri tb
tréck .its.\}é‘geltjation manééement and infrastructure costs. |
4, The order required Ameren Miésoufi to track‘actu'af expenditures aroruncli. the base
' !e\fe!. ' In any year in which Amerén Missour_i spent below that base level, a regulatory
liabifity would be created. Inany yearin Which Ameren Missouri's spending exceeded the __

| base level, a regulatory asset would be created. The regﬁ[atory assets and liabilities would

2 Commission Rule 4 CSR 240-23.020. - -
22 Commission Rule 4 CSR 240-23.030.
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then be netted against each other and would be considered Fn Ameren Missouri's future
A fate case. The tracking mechanésm contained a 10 percent cap so if Ameren Missouri's
expenditures exceeded the base level by more than 10 percent it could not defer those
costs under the tracktng mechamsm but would need to apply for an addltlonat accountmg
authority order. The Commission's order indicated that the tracking mechanism would
operate until new rates were established in Ameren Missouri's next rate case.” |

S. | . The Commission renewed the tracking mechanism in Ameren Missouri’s next rate
case, ER-2010-0038, finding that Ameren Missouri’s costé to comply with the vegetation
management and infrastructure inspection rules were stifl unéeﬁéin as the company had
not yet completed a fuil four/six year vegetation management cycle on ifs entire system.z‘f‘
8. Ameren Missouri asks that the tracker be continued. Staff does not appose the
continuation of the tracker, but MIEC contends the tracker is no longer r}écessary and
Qrges the Comzﬁi’ssion to end it.

" Specific Findings of Fact:

7. Ameren Missouri has now been opéréting under the Commiséion’s-vegetaﬁon
management and infrgstr’ucture inspection rules for sevéra!_ygars. However, Ameren
Missouri will not complét_e its first four-year cycle for vegetation management work onurban’
circuits under the requiremeﬁt;s. of the ne\& rules untii December 31, 2011, {t will not
. complete the six-year cycle of work on rural circ;.uits_ untfl December 31, 2013.2° |

8. Ameren Missouwri’s  actual . expenditures for vegetalion management and |

2 In'the Matter of Union Electric Company, d/bla AmerenUE’s Tariffs to Increase its Annual
Revenues for Eleclric Service, Report and Order, Case No. ER-2008- 0318 January 27 2009,
Pages 48-49,

* in the Matter of Union Efectnc Company, dib/a Ameren UE’s Taraﬁs to increase its Annuai
Revenues for Electric Service, Report and Order, File No, ER- 2010-0036 May 28, 2010 '

2 Wakeman Rebuttal, Ex. 105, Page 9, Lines 19-21.
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infrastructure inspection‘ have not been exté‘emeiy. volatile over the last two rate cases, but
" they have consistently increased. Furfthermofe, Amereﬁ M'is‘so‘uri_has con.siSte_hiiy spent
more than the base am;}unﬁ allowed in rates, For eka:ﬁp[e, the base amount altowed in
| réte}s inthe last rate casé wa:é $50.4 million for vegetation manégement and $_7_’.él mitlion for
infragtructure inspections. For the twelve moﬁths énding in Februa_a;y 201 1 t{}e_'company
actually spent $52.2 miliion on vegetation 'management a.nd $7.7 million on irifrastruéture
inspections.?’ |
9.- In a stipulation and agreement,that has bé_en approved by the Commission, the .
'-parties'have agreed that the vegetation rﬁanagement and infrastructure actual éxpenses
| through the February 28, 2011 true-up éf $52.2 miltion and $7.7 million will be established
as the base amount allowed in rates for this ca.se.23 ' S
_ Conclusions of Law: '

CAL Commission Ruie 4. CSR 240.23.020 establishes standards requiring electrical .

"corporatiqns, including Ameren Missouri, o inspect its transmi_ssién and di'stribut'ion .
fécilities as necessary to providé safe and ade;quafe service to its customers. Specifically,
-4 CSR 240-23,020(3)(A) é’stabiishes a fqur—year cycle for inspectidn of urban infrastructure
- and a six-year cycle for inspec:tion of rural infrastructure. |
'B.-.  Commission Rule 4 CSR 240-23.020(4) establishes a proceddiire by whici'; anelectric
'A utitity may reg:ovek expenses il incurs because of the_“rule. Specifically, that se%:tion states

as follows:”

8 Meyer Surrebuﬁai; Ex. 401, Chart at Page 13.
27 \Wakeman Rebuttal, Ex. 105, Page 9, Lines 7-10.

- 2 Eirst Nonunanimous Stipulation and Agreement - Mfsce!ianeptis Re,venué Requirémgnt tems, -
paragraph 20, filed on May 3, 2011, and approved by_order ofthe Commissiqn on June 1, 2011,
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In the event an electrical corporation incurs expenses as a resuit of
this rule in excess of the costs included in current rates, the corporation may
submit a request to the commission for accounting authorization to defer
recognition and possible recovery of these excess expenses uniii the
effective date of rates resuiting from its nextgeneral rate case, filed after the
effective date of this rule, using a tracking mechanism to record the
difference between the actually incurred expenses as a result of this rule and
the amount inctuded in the corporation's rates ... .- '

C. Commission Rule 4 CSR 240-23.030 establishes standards requirih_g

glectrical corporations, including Ameren Missouri, to trim trees and otherwise

" manage the growth of vegetation around its transmission and distribution facilities as .

necessary to provide safe and adequate service to its_ customers. Specifically, 4
CSR 240-23.030(9) estab!ishes a four-year cycle for végetation management &f
urban infrastructure and a six-year cycle for vegetation management of ruraf
infrastructure. The vegetation management rute also includes a provision that would -

allow -Ameren Missouri to ask the Commission for authority to accumulate and .

recover its cost of compliance in its next rate case.”®

Decision:

Ameren Missouri's system reliability has improved since the new rules went into
effect and the Commission befieves that vegetation management and infrastructure
inspection is very important to that improved reliability. The Commission wants to
encourage Ameren Missouri to continue to spend the money needed to improve refiability.

Although Ameren Missouri now has more experience in conﬁplylng with the rules, it still has

- not completed a single cycle on inspections for its urban or rural circuits. The Commis_sion

finds that because of that remaining uncertainty the tracker is stif needed. However, as the-

Cornmission has indicated in previous rate cases, it does not intend for this tracker to

2 Cormmission Rule 4 CSR 240-23.030(10).
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become perrﬁanent. For this case, the Commission will renew th’e exisﬁng vegetation
— “management and infrastructure inspection tracker.

- Ameren Missour! shall estabiish a 'tracking".mechahisrﬁ to track fut;zfe‘.vggetation.,
)management and infrasfructure costﬁ. Tﬁét tracking mechanism shall include a base level
of $59:9 million ($52.2 million vegetation management + $7.7 miifion infrastructure = $59.9
million), Actual expenditures shall be fracked arouﬁd that base level with the creation of a
regulatory liability inany year where-Ameren Missouri spendls_,IeSS than the base amount
and a regulatory asset in any yeér where Ameren Missouri spends rmore than-the base
amount. .The assets and liabilities sbéit be netted against each _otherland shalf be’
considered in Amere‘n Missouri’s ?ext rate case. The tracking mechanism slha}i éontain a
ten percent cap soexgenditures exceeding the base level by more than tz_en percent shall .
not be deferred under the tracking rﬁechanism. tf Ameren MisSouri's 'vegeftaiibn
management and infrastructure inspection costs exceed the ten percent cap, it may request.
" additional accounting authority from the Commission in a .separat'e proceeding. The
tracking mechanism shall operate t'm.tii the Comm_issipn establishes new rates in Amerer;. '
. Mfssouri's next rate .ca_se'.'
~ B. Normalized Leve! of Non-Labor Storm Costs: .

(1) How should the Commission calculate Ameren Missouri’s normalized, non-
labor storm cosis to be mctuded in the revenue requirement for ratemaklng
purposes? :

{2) Should the difference’ between the amount of non-tabor storm costs that -
Ameren Missouri incurred during the true-up period and the normalized level of non-

" labor storm costs included in the revenue requirement for ratemaking purposes be-

amortized over five {5) years or should that difference be included in the normalized -
- costs used for ratemaklng purposes? : -
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Findings of Fact:

introduction:

10.  For time to time,- Ameren Missouri 'experiéncesﬁ the effects of severe sforms in its

service territory. Those can bevsevere windstorms, quaify in the spring or summer, or

severe {ce storms in the winter. Of course, such stormé are unpredictable and do.not oceur

_in any recognizable pattérn. As a result, storm costs can vary greét!y frbrﬁ year to year.

11.  For example, Ameren Missouri incurred $6 million in non-labor refated storm

restoration costs in the nine rnonths ending December 31, 2007, $4.8 million in 2008, $9

miffion in 2009, but only $38,000 in 2010. However, the company then incurred $8.1 million

in such costs in February 2011.% 7 .

12, In the past, the Commission has dealt with storm costs by allowing the' utiiity' to

recover an améunt in rates basad on a historic average of the storm costs incurred. For
costs that exceed the average level of costs recovered through rates, the utility is genera!ly

‘a!!owed to accumulate and defer those costs thraugh an accounting authority order, an '

AAQ. The accumulated _and.deferred costs are then considered in the utility's next rate

- case. Generaily, the'Commisafon allows the utility to recover those caosts amortized over a. ’

five-year period.”’ Using those practices, the Gommission has allowed Aﬁeren Missouri to

recover every single dollar expensed for storms since April 1, 200‘{’.32

Specific Findings of Féf:t: -

13. Ameren Missouri proposes to set the amaount of storm ',costs it wilt be allowed to '

¥ Ex. 151..

 In the Matter of Union Eleclric Company, d/bfa AmerenUE's Tariffs to increase its An,nué! -
Revenues for Electric Servics, File No. ER-20106-0036, Repart and Order, May 28, 2010; Page 68.

2 Transcript, Page 391, Lines 1-14, see afso, Meyer Surrebuttai, Ex. 401, Page 24, Lines 1-6.
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recover p'rospecﬁvely in rates by carmpiling a 47-month {Aprit 2007 th_roug_h February 2011)
averége of storm cosis to obtain an averagé annual storm cost amount of $7,096,592.
Ameren Missouri would then use thfs normaiized amount as the amount it would recover in
rates

14.  Staff used the same 47-month period used by Ameren Migsouri to caloulate a
norma-iized average annual storm costr.r However, before caiduiating the average :annua!
| storm cost, Staff removéd $8.8 mmidn of storm costs that the Commission has previousty b
allowed Ameren Misscdri to recover by amortization.®* Using its adjusted figures, Staff |
calcutated an average annual storm cost of $4.8 mirilion and bfoposes_to allow Ameren A
Missouri to recaver that aﬁount in its rates. | |

| 15, MIECalso proposed o aliow Amere'ﬁ Mis:souri o recover inrates an amount based
dn its'normalized annual storm costs. However, MSEC hroposed to calculate that -arm'ual
storm cost on only 23 months of costs, beginning with the start of the test year and runnmg .
' 'through the end of the true -up penod (April 2009 through February 201 1. on that basas,
MIEC proposed to allow Ameren Missourl to recover $4.9 mr!!ton |

1 6_. The purpose of a normalizat!on is to determine a reasonab{e expectat;on of what
Césts a uﬂllty is likely to expersence in the future so that rates can be set to allow the utmty a
reasonabie opportunity to recover thase costs. For that reason, a normaiizatton over a
nearly four-year penod Is likely to be a better predtctor of the future thanis a normahzatson

‘over approximately two years. That is particularly true were, as here, 'the company

3 Barnes Rebuttal, Ex. 103, Page 14 Lines 8 16 :

3" Cassidy Surrebuttal, Ex. 207, Page 8, Lines 7-16. $4,857,000 was removed for the amorttzatlon
in ER-2008-0318 and $3,977,675 for the amortization in ER—ZQ10_00'36 . ) :

© % Meyer Surrebuttal, Ex. 401, Page 23, Lines 20-22,
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experienced a very low level of storm costs dur'ing one year of the studied period.®
17.  Ofcourse, the average overa shorter period may be a better predictor than a longer
period if for some reason the costs experienced afe irending in a certain direction. MIEC
defended its use of the éﬁorter period by arguing that Ameren Missouri’s receht_ incregses
ih'vengetation management spending should have the effect of decreasing the damages that
result from storms.” However, MIEC did not attempt to quantify any such effect and its
argument is little more than specglation. The Commission finds that MIEC's calculation of
average an.nuat storm costs based on 23 months of experience is not as reliable as th_e
same calculation over 47 months of experiencé.
18.  Staff calculates averagé annual storm costs o‘;rer the same 47 mbnths of expefiencé 7
as Ameren Missduri, but it would exclude from that average a portioﬁ of the actual costs
.Ameren Missouri incurred because the Coﬁmission previously allowed the campany to
recover thbse costs by amortization.
'-19. As previousiy indicéted, the purpose of a normalization is to attempt to predict thé
amount of expenses the company is likely tp incur in the future. Staff's calculation removes -
from consideration a pprﬁ'on of the costs the company actually incurred because 6? past .
Commission decisions ébout how the company would be. allowed to recover those costé.
No matter how those costs were recovered in the past, they were still incurred. By the logic
of a normalization, they are thus likely to be incurred again-in the future. Therefore, tﬁe
- normalized amount of storm costs proposed by Staffis nota reliable indicator of the actual
storm costs Ameren Missouri is likely to incur ih the future.

' 20.  The Commission finds that Ameren Missouri's calculation of average annual storm -

% Ex. 151 o
*" Transcript, Page 392, Lines 9-21.
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e f‘;xmeren Missourfs fast rate case-- . __

costs based an a straight 47-month average of storm costs experienced in the pastis the

most rehab[e indicator of expected future storm costs and wilt use that average to set future

rates in thzs case,

21.  The Cormmission must decide one more question, Ameren Missouri proposes that it
be allowed to recover $1,037,146 through an amortization. That amount repreéen_ts the

difference between $8,133,738, the actual storm costs for the twelve months ending on the

true-up date of February 28, 2011, and $7,096,592, the 47-month average storm costs as

calculated by Ameren Missouri. ¥
22, Ameren M:ssoun does not explain why the 47- month average of storm costs ‘shoutd

be the basis for determlnmg the amount it should he aflowed to amortsze and that number

- makes no sense. Even if the 47-month average is used in this case'todetermlne rates

going forward it bears no re!aﬁonship' to the amount of money Ameren Mis'souri was

aiiowed to recover in rates during the penod the cost was jncurred, Thatnumber was setl in

23, In Ameren Missouri's last rate case, the Commission aliowed Ameren Missauri to

recaver $6.4 million in its cost of service for storm festoration costs.”? Based on that

amount as well as the amount Ameren Missourl was allowed to recover in the next previous

rate case; ER-2008-0318, MIEC's witness, Greg Meyer, correctly calculated that from the -

beginning of the test year in this case (Aprif 1, 2009) through the end of the true-up period

(February 28, 201 1),.Ameren' Missouri has reco#ered $10.8 million in rates for repairs from

" major storms, During that same time, Ameren Missourt has incurred $9.4 mi!lion_in storm

- % Barnes Rebuttal, Ex. 103, Page 15, Lines 11-22,

%9 4 the Matler of Union Electric Company, d/b/a AmerenlUE’s Tariffs to Increase its Annual
Revenues for Efectric Service, F(Ie Na. ER 2010- 0036 Report and Order, May 28, 2010, Page 63,

23
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costs, including the costs for the February 2011 storm preparations for which Ameren
Missouri seeks an additional amortization.
24/25. Based on those calcufations, itis apparent that there is no basis for allowing Amereﬁ
Missouri to amortize $1 ,63-?’,'146 for storm éosts refating to its preparation for the February
2011‘ ice storm. | '
Conc_iusions of Law:

- There are no add.itiona[ conclusions of Jaw for this issue.
Decision; |

Ameren Missouri shall recover $7,096,592 in its rates for non—!abbrvstorm. costs,
Ameren Miésouri shafl not amortize an additional $1 037,146 for storm c_o.sts reiatiﬁg to iis

_preparation for: the February 2011 ice storm.

3. Sioux Scrubbers: Should the Commission allow in rate basé $31 million in
cost increases (318 million in construction costs and $13 million in AFUDC]) that
were incurred as a result of Ameren Missouri’s decision to temporarily suspend
construction of the Sioux Plant Wet Flue Gas Desulfurization Project due to the -

~Company’s concerns about conditions in the financial ma.rketsrduring the period
commencing in late 2008 and continuing into early 20097
Findings of Fact: a

_lnfroduction:
1. Arheren Missouri seeks to add to its rate base the cost of construéting wetl flue gas
desulfurization units at both generating units at the company’s coél-ﬁred Sioux Plant. The
wet flue gas desuifﬁf@zation units are referred to as “scrubbers” By the witnesses and willbe
referred to as such in'this report and order.
2. As their name impliés, the scrubbers are‘designe,d to sérub éu!fqr dioxide gas (SOz) '

from flue gases produced by burning coal. The wet scrubbers instafied at the Sioux Plant

remove SOQ by passihgj the ﬂué gas through a spray of fimestone slurry solution ih'ther
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écrubber reaction vessel. A chemical reaction between the limestone, alr, water, and SO,
converts the SO, to calcium sulfate that is removed from the Scrubber and pumped in sturry
form to an on-site !andﬁti for final disposatl The scribbers are designed to remove in
excess of 95 percent of the SO, generated by the plant % |

3. | Ameren Missouri insta‘iled the scrubbers at the Sioux Plant ié'complyrwith various
Federal clean air rulés. No party has quéstioned the overalt prudence of the.décision to
install the scrubbers and that decision need not be addressed in this report and order.
4. Staf undertook an audit of the project to instail the scrubbers and. reported the
rasults of ihat audit on February 8, 2011, as partof its direct testimany. For purposes of the
‘ audit, Ameren Missouri reported $521.8 million { n charges incurred for the scrubbers pro;ect
through September 30 2010.*! Staffs audit recommended that $31.6 million of those costs
be excluded from rate base because of Ameren Missouri’s decision to slowdown
construction in November 200842 ‘ |

5. Ameren Missouri challenges Staff's recommendation to disaliow its cqéts, but does -
not challenge the émount of theldisatléwanﬁé. in cﬁher wbrds, Staff and Ameren Missouri -
agree that the amount in dispute is $31.8 million. | | '

6 ﬁ;ithough the 'aiﬁount in dispute is $31.8 miﬂion;thét is the amdunt that Staff
propdses be excluded frorﬁ the compény's rate base. That 'exciusion‘ would reduce

Ameren Missour’s revenue requirement in this case by approximately $4.6 miffion,*® and

would continue to reduce Ameren Missowri's revenue requirement in future rate cases as

0 girk D;rect Ex 108, Page 3, Lines 8-18.

*1 Staffs Construction Audit and Prudence Review, Ex. 200, Page 1, Lines 20-21.
) 2 Staffs Construction Audit and Prudence Review, Ex. 200, Page 2 Lines 14- 16

4 Reconcmatton Ex. 230. : '
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the properiy is depreciated.
7. Staff asserts that a disallowance is necessary because of Afnéren Missour's
decision to “slow down construction and u!tlmatety shift the in-service dates to fall 2010 _
from fall 2009 because of this delay."*

Speclf:c Findings of Fact:

‘8. in the fall of 2008, this country and the rest of the world was facing a financtal crisis,
On.September 8, 2008, the United States government took over F anrﬁe Mae and Freddie
Mac. Nine days fater Bank of America acquired Merrif Lyhch and Lehman Brothers ﬁled‘ for
bankruptey. The-'largest bank‘fe_xiiure in hisfory occurred on Septerﬁber 26, 2008, when
regulators seized Washington Mutual. The stock market plummeted throughout Qctober
and November of 2008, B_ecause' of these volatile financial conditions a credit freeze
deve[dpéd.45 |
9. Buring the credit freeze, the banking sector severely restricted the channels of credit

~that are needed by consumers and businesses for normal workihg cabitat andexpansion

needs. Banks chose o hold on to any capital they had to decrease théir own {evefage

rather than lend money tS even farge, credit worthy businesses. *S

‘ 10, The electric utili& industry is heavily capital-intensive. Therefore, electric utilities,

including Ame'r_eAn Missouri, must be concerned about their current !iqﬁidity .and their ability -

to obtain necessary capftaf through their credit facilities.*’

ﬁ'. Liquidity is the abi!ify fo meet éxbected and unexpected demands for cash at an -

# Staffs Construction Audit and Prudence Rewew Ex. 200, Page 42, Lines 18 19
* Birdsong Rebuttat, Ex. 109, Pages 7 and 8. :

48 Birdsong Rehuttal, Ex. 108, Page 9, Lines 4-1:_3. :

4 Birdsong Rebut;ta[,' EX. 1'09, F.’age 11, Lines 11-14.
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acceptable cost at the time when needed. Electric ulflities, as welt as other compames use

credit facilities as a means of borrow;ng the cash they need to maintam !qudaty 48

12, A bank credit facifity is a commtt_ted revolving bank credit hne under. which a
| company can borrow.bﬁ a short-term basis, typically 30 days. Such credit facilities are-

synaicated by é group of bank lenders that lend by funding borrowiné requests under the

credit facility on a pro-rata Io.asis..“9 |

13. In 2008. Ameren Missduri had a-c'cess toa cfedit facfﬁty under which it could borrow
-'up o $5OO million. Atthe end of October 2008, Améren Miséouri had approximately $380 . |
- million of its own Credit facility available. in addition, Ameren Missouri had access to partof
the credit facility of its corporate pérent, Ameren Corporétion. in total, at that time, Ameren
Missouri had access to credit facifities totaling 1.45 billion. |
14, Ameren Missowt's credit facility was supported by a syndicate of 18 banks. $171 ‘
million of the total was offered by Lehman Brcfheré Bank and $121 million of that was ﬂb
“ionger available after Lehman Brothers went broke. Wachovia had $1 56 miltion, Citibﬁﬁk |
had $167 mi!iioh, an(;{ National City had $45 million. That means $529 million of the
avéilable credit facility wés held by baﬁks that were rumored to be in ﬁnéncia! distress.’’
15'.. At that time, Améren'ivlissouri was operating with negative free cash flow, meaning
| its capital exbénditures were larger than the net cash flows prévide_d by rate revenuss. As

a result, credit was vital to the continuation of Ameren Missouri's operations.®

% Birdsong Rebuttal, Ex. 108, Page 11, Lines 11-15.

“® ('Bryan Direct, Ex, 147, Pdge 8, Lings 18-23,

% Transcript, Page 515, Lines 17-25. .

51 Transcript, Page 516, Lines 4-21, see afso, Birdsong Rebuﬁai Ex 109, Page 12 Lines 9—22
52 Birdsong Rebuttal, Ex. 109, Page 12, Lines 4-8.
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16. Ve.ry bad things _happen toa utitity that runs out of cash liquidity. As cash becomes
short, the company will actually need more .cash because_ suppliers will demand more |
payments and may require advanced payments before products are supplied. If payménts
are not made, the supphers may cut off their supplies and services, such as coal andA
.natural gas supphes making it difficult for the utility to continue to provide electric service to
its customers.® | _
- 17.  Facedwitha perceived fiquidity problém in October 2008, Ameren Missﬁu}i, aloné
| with Ameren Corp. and fhe Hlinois, afﬁiiates_, began looking for ways to reduce Cabitat

expenditures, primarily by focusing on reductions in larger projects that could be made | .
-qu‘zckly, had minimal impact on employees, did not impact safety, would not resuft in the
violation of any law or regulation, did not impact the actual delivery of l:lt'lﬁty service {o

customers, and involved heavy use of contractors.®* .

18.  Following its review, Amerén Missouri deferred all 2009 planned generating plant
“-outages and plant upgrades, reduced expenditures on the undergrounding portion of the
" Power Oninitiative, deferred some fleet acquisitions, and deferred certain Eneréy Deii\)ery .
Techniéal Services capital projects. Along with the other deferred projects, Ameren
- Missouri decided to de!a:y-the Sioux scruﬁberpr;aject. intotal, Ameren Missouri pla_nnea to .
reduce its éapitat expenditures by approximate[y $420 riltion through 2009.%

19.  Afthe time, Ameren Missouri was spending $17 mzihon per month on the Sioux

scrubber pmject it pfanned io reduce ifs cash expendttures for that project to $2 miihon :

® Transcript, Pages 517-518, Lines 8-25, 1-9.
% Birdsong Rebuttal, Ex. 109, Page 15, Lines 16-20,
% Birdsong Rebuttal, Ex. 109, Page 16, Lines 2-9,
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per montn.® _
20. By late January,hlzoog, Ameren.Mis.souﬁ decided that its liquidity situétion i'wad '
improved énough to al!ow it to again ramp upits s}ﬁendiné on the Sioux scrubber project 57
21.. The’ defay of the S!OUX scrubber pro;ect had at [east one unforeseen benefit for
Ameren Missouri and its ratepayers Ameren’s installation of scrubbers atits unreguiated
generating plants at Duck Creek and Coffeen in Hinois, which were comp!eted while the
Sioux project was delayed, experienced qualily issues with the flake glass lining system-' -
rhat was originally pfanned for the Sioux Scrubbefs’._ Hecause of the deiaﬁr, Ameren
‘V'Missouri was able to draw on that experience in lilinois to install a Stebbins glass tile lining
at Sioux, thereby irrrproifing long-term re!iabiiity and décréasing maintenance costs,’®
22, Exhibit 165, which Ameren Missouri fi led at the' request' of:é CommiSs‘ioher
demonstrates that it would have cost $3.47 mrlhon dollars to replace a flake giass liner at

the Sioux scrubber if the Stebbins tile hmng had not been used The exhibit also

- ~demonstrates that the cumulative presentworth of the revenue requrrements to replace the

flake glass !ihing range up to $33.3 miltion _depe’nding upon various assumptions. ;

23. Staffs recommend'ation to disa_ilow $31.8 miffion of costs incurred because of the
déi,ay' in com_p!etin'g thé Sioux scrubber prcrject is based on Staffs determinaitiorr thét
* Ameren Missour had sufficient credit available toft under ts aredit faclties o avoid having
to defay tﬁe project.® Staff supported that recommendation by citing ﬁrmeren’s issuénce of -

common equity in September 2009 and Ameren Missouri's issuance of First Mortgage

% Traniscript, Page 443, Lines 10-12.
. 57 Birdsong Rebuttal, Ex, 109, Page 18, Lines 1-5.
. %8 Birk Rebultal, £x. 107, Page 20, Lines 2-9.
9 * Staffs Construction Audit and Prudence Review, Ex. 200 Page 42, Lines 7-11.
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Bonds in March 2009 to show Ameren Missouri's ability to raise addiﬁonaf capital if it had
chosen to do s0.% o

24, | Staﬁneverperformedaiiquiﬁib} analysis to-c’fetermiﬁewhethefAmeren Mié,_souri had
sufficient cash fiquidity té avoid slowing down work on the Sioux scrubber project. .{ndeed,
on c.ross-examination,_ Staff's witness conceded that she had no idéa whether- Amereh_
. Missouri had sufficient fiquidity in 2008 to continue construction and meet its daily
operational needs.” | |

25.  Staff's analysis focused only oln whether Ameren Misséﬂri had access to sufficient -
cash and credit to continge work on theé Sioux scrubber. project and did not.fook at any
other expenditures the company wouid also need to make at the time.®? |

26.  Ameren Missouri's issuancé of additional bonds in March 2009 does not
demonstrate that th_e company could have easily .isrsued such bonds in N.oVember 2008,
when it made the decision to slow down work 6n the Sioux scrubbers. By January 2008,
“the financial crisis had begun {o ease and Ameren Missouri had takén other steps,
including a reduction in its_dividends, to impréve its iiquidi'ty. Indeed, by thal time, Ameren '
Missouri had made the.décision to ramp up the pace of work on the scrubbers.”
27.‘ - In Gctober 2005, Ameren Missouri had discussions with Staff regarding the
pos'sibility of an additional bond issue by Ameren Missouri to #ry to imprové its liguidity

position. Staff told the company it would oppose that request and Ameren Missouri chose

" 80 Staffs Construction Audit and Prudence Review, Ex. 200, Page 42, Lines 1145
61 Transcript, Pages 608-609, Lines 19-25, 1-2, '

% Transcript, Page 604, Lines 7-20.

* Birdsong Rebuttal, Ex. 109, Page 18, Lines 1-18,
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not to seek the requiired financing authority from the Commission at that fime.®* Both Staff
and Ameren Mi_ssourf spent a great deal of hearing and briefing fime arguing about the
details of that di‘sppte,:but_ most of those details are classiﬁed as -propr_iétéry.pr highly
- confidential so'they ca_npot be disclosed in this reportand order. The Commission will not
take' the unus;uaf step of issuing a highly confidential or proprietary version of this report
and order o discuss the details of that dipagreemént becapsp itis of very Ht_t!e‘relevancé to
the Commission's deciéion. As. Ameren Missouﬁ’s‘ witnes_s indicated, around the time of
that meeting, Ameren Missouri's 'mahagement had already dec;ded o SEOW down spending
on the Sioux scrubber pr.o}ect and “there was never, ever any indication that by épproving -
this financing we would not have to stow down pro;ects including the Sioux scrubber.”®
Concius:ons of Law: _ '
A, The Commission estabhshed its standard for determining the-prudence ofa uttltty s
- éxpenditures in‘a 1985 decision regarding Union Electric's cqnstructton of the Cai!away‘
g 'nucleér plant. In tpat decision, the Corﬁmission held that a uility's expenditures are
presurﬁed tobe prudéntiy incurred, but' if so-me other participant inthe proceeding creates
@ serious doubt as fo the prudence of the éxpenditure, then the utility has the burden of
'dlspei!mg those doubts and proving the questioned expend;ture to have been prudent 5.

B. The 1985 Union Electric decision also established the standard by which the’

prudence of a utility's decision would be evaluated when it said:

84 Mprray Surrebuttal, Ex. 220, Page 28, Lines 3-15.-
% Transcripi, Page 503, Lines 5-7. .
% 1 the matter of the determinalion of in-service criteria for the Union Electric-Company’s Cal!away‘

Nuclear Plant and Caflaway rate base and related issues. And in the matter of Union Electric

Company of St. Louis, Missouri, for authority to file tariffs increasing rales for electric service -
provided to customers in {he Missouri service area of the company 27 Mo. P.S.C. (N $.).183, 193 .
(1 985) -
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In reviewing UE’s management of the Callaway project, the Commission will

notrely on hindsight. The Commission will assess management decisions at

the time they were made and ask the question, ‘Given all the surrounding

circumstances existing at the time, did management use due diligence fo

address all refevant factors and informatior known or avaitable to it when it

" assessed the situation?'s’ : -
C. ~ The Commission’s use of that prudence standard.is. consistent with judicial )
precedent® and has been accepted aid applied by reviewing courts.®
D. In order to disaliow a utility’s reéovery_ of costs from its ratepayers, a regulatory
agency must find both that the utility acied imprudenﬂy and that such imprudence resulted
~ in harm to the utility’s ratepayers.™
E. Applying the prudence standard as it has been defined by the Commission, the first
step is to determine whether any party has raised a serious doubt about the prudence of
Ameren Missouri's decision to stow down the Sioux scrubber project to preserve caiéh inthe .
face of the global economic crisis of 2008. That raises the question of what is_a "seriou_s;
doubt?"

F. In its reply brief, Staff suggests that the presumption of prudence is only a matter.of

convenience designed to focus attention on those items that are subject to challenge by - -

87 in the. malter of the determination of in-service criteria for the Union Electric Company’s Catlaway
Nuclear Pfant and Calfaway rale base and reiated issues. And In the matler of Union Elecitric
Company of St Louis, Missouri, for authonty to file tariffs increasing.rates for elecfric service
provided to customers in the Missouri service area of the company. 27 Mo. P.8.C. (N.S.) 183 194
(1985), ' .

%8 «Good faith is to be presurned on the part of the managers of.a busmess In the absence of a
showing of inefficiency or improvidence, a court witl not substitute its judgment for theirs as 1o the
meastire of a prudent outtay.” West Ohio Gas Co v. Pub., Ulil. Com’n of Ohig, 284 .S, 83, 72, 55
S.Ct 318, 321.(1935)

89 For example see, State éX rel. Assoc Natura.' Gas Co. v. Public Serv. Com'n, 954 S W2d 520
{Mo. App. W.D. 1997).

o State ex ref. Assoc. Na!ural Gas Co. v. Pubﬂc Serv. Com n, 954 S. W 2d 520 (Mo, App WD
199?)
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any party on grounds that are reasonable on. their face.”" If as Staff suggests, the
presumption of prudence is eniy a matter of convenience, then it oou}d be overcome by a
s:mpie statement by a party that it wants to cha!!enge a particular deCfSIOQ on some |
' 'reasonabte basis w;thout presentmg a shred of evidence to show that the. utmty did
~ énytﬁing wrong. -

G | Staﬁ‘s suggestion is not correct, the présumption of prudence is not just a matter of
* convenience. The United States Supreme Courtin the West Ohio Gas case indicated that
~ the ;ﬁ,resumptidn .olf prUdénce is real and ié not overco'm'e absefit a showing of inefficiency ‘
or iﬁxprovidénce.n Thét_is what “serious d;aubt" means. By statute, the utifity has the
- burden of proving that ifs propos_.ed rates are just and reasonable. However, before the.
‘presumption\of prudence is overcome, the_chéi!enging party must present sufficient -
evidence to create a sérious doubt about a decision of the Lstility. Staff fai!e;d to cre'éte a
serious doubt in this cgéa.- '
"Decisibn:

Staffs reéomfnendation 1o disallow $31.8 million of costs incurred because of the
delay .in completing ihe Sioux serubber project is based on Staff's determinét}én’ that
Améren Missourivhéd su.fﬁcient credit ayai}abie to it under its credit fa;iiitiés to avoid having
lto delay the project. But Staff nevef-undertook any sort of li;;uidity ahz_a!ysis to dete‘fﬁ}ine
Whether Ameren Missouri actually had reiiabie"access tolsufﬁciént‘cash to continue to pay
$17 million per moﬁth for the Sioux scrubber project White also meétq’ng alt its.other needs

and contingencies. Instead, Staff sesms to have naively asstimed that if Ameren Missouri .

! Staff's Reply Brief, Page 4.
"2 Wast Ohic Gas Co. v. Pub. Util. Com’n of Ohio, 204 U.S. 63 72,55 S.Ct. 316, 321 (1935)
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had $31.8 mitlion in available cash or credit in November 2008 it should have used those
* funds to continue forward with the Sioﬁx scrubber project without taking inte account the
very real uncertainties facing the company because of the ﬂnanciai crisis.

Even assuming t.ﬁat Staff was able to raise a serious doubt about the prudence‘ of
Ameren Missouri's decision to sfow down work on the Sloux scrubbers at the heighi of the
globat financial crisis, Ameren Missouri presented more than enough evidence to dispel
those doubts and to prove that the questioned expenditure was prudent.‘ Ameren Missouri
demonstrated that measured by what itknewvat the time, _w-fithout the benefit of hindsight, it
was justifiably concerned_that it faced the poténtial_iy cataclysmic danger of running out of
fiquidity. Under those circumnstances, the decision to slow down the Sioqx scrubber project
for a few months was a prudent act. | |

Furthermore, there is little indication that Ameren Missduri’s customers were actually
harmed by Ameren Missouri's decision to stow-down work on the Sioux scrubber ;'Jrojec_;t..
“Certain costs did increase because of the delay as Staff indicates, but the delay élsb. gave

the company an opportunity to learn from mistakes made in the con_étruction of similar
Scrubbers at other p'owgrblants. In particutar, Ameren Missouri learned from experience
that the flake gEaAss lining proposed for use in the Sioux scrubber was not optimat and
instead installed a Stebbins giéss tile lining that saved the company and its ratepayers up
to $33.3 million, offsetting the additional costs associgted with the delay,.

ih summary, Staff failed to raise a sérious_doubt_ about the prudence of Ameren
-Missouri's decision to siow down work on the Sioux scrubber pro}ect._ Evenifitis assgmeq'

that Staff was able to raise a serious doubt about the pru;fence of those expeﬁditures,'

. Ameren Missouri qispelled those doubts and proved that those_‘expenditures were prudent.
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Finally, savings that were made possible by the delay offset any costs to ratepayers that
-resuitedl from Ameren Missouri's decis.icn to slow down the Sioux scrubber project. On .
 those bases, the Comrriission wit reject- Staff’; proposed $31.8 milfion dis'aiiowé'nce.
| 4. Energy Efftcrency.fDemand Side Management (DSM):-

A. 1s Ameren Missouri in comphance with the Missouri Energy Efficiency -
Investment Act (MEEIA) regardiess of whether or not proposed rules under the Jaw
are eﬁectwe? . .

(1) What DSM pfdgrams should Ameren Missouri continue andlor implement,
“and at what annual expenditure level; and.

. {2) Should Ameren Missouri contmue to ramp up its demand su:ie management
programs to pursue afl cost-effective demand side savings?

B, Does Ameren M}ssourl S request for demand-side management programs
cost recovery in thns case comply with MEEIA requirements? :

: (1) Should the Commission approve a cost recovery mechanism for Ameren l
-Missouri DSM programs as part of this case? if so,

{a) Over what period should DSM program costs mcurred after December 3,
- 2010, be amortized? _

(b) Should the méchanisf_n inglu‘dé an adjustment of kWh billing determinants?
{c} How much should the Commission reduce the billing determinants?

(d) if billing units are ad;usted for demand side sawngs how should the NBFC
rates be calcujated?

" Findings of Fact.

!ntroduction'

1, Energy Effi csency and Demand Side Management (DSM) programs are des;gned to-
encourage an efectnc utility’s customers to reduce thesr use of e!ectncnty in recent years,
Ameren M;ssoun has undertaken a number of res:dent!ai and business energy eff“ Ctency .

and DSM programs. The«parttcular programs are Iisted and descnbed in the d;rect.
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testimony of MDNR'’s witness Laura Wolfe™

2. Ameren Missouri has not submitted those prer'am_s to the_ Commission fér appro.vél
under the Missouri Energy Efﬁciency_:anestment- Act.™ |

3 Ameren Missouri haé spent significant amounts of money to suppoﬁ those energy
efﬁcfency and DSM programs in recent years. Those expenditures rose from $13.5 milfion
in 2008 and 2008, to $23 million in 2010, to an anticipated spending fevef of $33 miltion in
2011.7® Al parties agree that those energy efficiency and DSM initiatives Havé been
effective in reducing energy usage and would like to see them cOntinu.e. However, Ameren
Missouri's electric energy efficiency programs offered under the existing tariffs end on
Septemb.erlso,‘ ZOf 1,7® and Ameren Missouri may sighiﬂcantiy reduce its- ehergy efﬁcieﬁcy
- expenditures in the future.”” | | | . |

4, Ameren I\;ﬁssouri indicates it would fike to continue its currelnt siate of programs at
current funding fevels, b'ut is wiifing to do 50 only if the Commission ap_proVes its proposals
“to establish a mechanisfn to allow it to recover the revenue it will Iose‘because ofreduced
séies of eleotriéity as cﬁstome;s reduce their use of electricity as a resuft of the energy
efﬁciehcy programs.”“ ' |
5. - Ameren Missouu;i .describes the problem of declining sales as the throughput

 disincentive and the issue is about how the Commission should address that disincentive.

3 \Wolfe Direct; E%.BOG;'Pages 3-4, _

™ Section 393.1075, RSMo (Supp. 2010). -

" Mark Surrebuttal, Ex. 111, Page 4, Lines 4-8.

78 { aurent Surrebuttal, Bx, 113, Pagé 4. Lines 12-15.

. 7 Mark Rebuttal, Ex. 110, Page 8, Lines 7-12, B .

‘ ™ Laurent Surrebuttal, Ex. 113, Page 4, Lines 168-21. ‘ S ) .
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Specific Findings of Fact:
8. The throughput disincentive -réasults from the traditioﬁai reguiated ufility businéss
model in Whlch a utt!nty earns revenues by selling eiectnmty Under that model, the more
' e!ectnclty it sells, the more revenue the utmty eams to cover its fixed costs and to prowde a -
profit for its shareho}ders. Energy efficiency programs are designed to reduce electricity
sa!es.‘ Thus, by implemenfing énergy efficiency prograrr;s, the utility is knowingly causing. -
_ﬂnanoiai' harm‘to itseif. Understarﬂc@ab!y, utility cémpanies are reluctant 6 reduce ‘their
earnings, resuiﬁ‘ng in a‘s'trong incentive for the company to spend as litlle as possible on .
' energy efficiency programs ‘.
7. The throughput disincentive has 4 real effect on Ameren M!ssouns earmngs
Ameren Missouri estimated that if it were to continue fo spend $25 million per year on
- energy’ efﬁcienAcy over the next f_wo years without a rate case, it would iése abo‘ui $53
. million in additional reveriue ¥ |
g Advocates for energy éfﬁciency are of course aware of this t}lsincent'ive and search _'
- for the mé’ans to realign the utility's interests to more closely match the'gbal of increasing
_énergy efficiency to redﬁbé the use of electricity. . In Missour, the Missouri Eﬁergy
' Efﬁciency Investment Act (MEEVIA) makes that realignment the poticy of this sta‘\te;a.?
| 8. Anﬁereh Missouri asks the Commission to address the thrdughput disincentive in this-

" case by implementing an Vaqju'stment to decrease the billing'units‘used to set rates in

" Davis Rebuttal, Ex. 115, Page 1, Lines 20-23.

~* ® Dayis Rebuttal, EX. 115, Page 3, Lines 11-13,

* Davis Rebuttal, Ex. 115, Page 5, Lines 1-5.
8 Section 393.0175, RSMo (Supp. 2010).
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anticipation of reduced sales resuiting from energy efficiency programs.®® However, -
Ameren Missouri did ndt pfo'poée its biifing unft adjustment plan until it filed the rebuttal
testimony of William Da\,ﬂs on March 25, 2011, ' |

10. Ameren Missouri's proposed billing unit adjustment is a new and novel idea that to
the know&edge of the Ameren Missouri witness who proposed it, has never been tned
anywhere efse in the country. Because Ameren Missouri did not file its “new and novel
Videa until its rebuttal testimony, the other partieé had a very limited amount of time to
evaluate that idea before filing their surrebuttal testimony two weeks later. |

11, The proposed billing rate unit adjustment wouid have the _eﬁect of increasi‘ng rates
by allowing the company {o recover its réyenue requirement over a smaller number.of units.
For exarhp[e if the révenlue requireméni is$100 and the normaiized,'annqa!ized billing unit
is 1,000 KWh, then th’e. rate would be $O.'1£_3 per KWh ($100 divided by 1,000 kWh) and the
company would colfect its $100 revenue requirement after selling 1,000 kKWh of electricity.
~Ifin the same example the bil!ing_qnits wefe' reduced to 800 kWh, the resuiting rate would
be $0.125 per kWh and the company would coflect $125 when it sells 1,000 kWh of
electricity.® Staying with the example, Ameren Missouri's juétiﬁcatiqp for this adjustmentis
that becaﬁse of energy_éfﬁciency programs it anticipates seiling only 8;)0 kWh, meéning it
will in fact collect only its $100 revenue requirement.

12. De's'p‘tite Ameren Missouri's ‘p;otests to the contrary, thfﬂ proposed billing units
adjustmentis a mechanism that attempts té compensate the cémpany_for lost reyénue. ft

just triés to accomplish that compensation before the revenue is tost; which is a distinction

8 Davis Rebuttal, Ex. 115, Pages 8-7.
" ¥ Transcript, Page 1911, Lines 1-12. _
8 Mantle Supplementai Testimony EX. 247, Page 2, Lines 8-20
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Without meanmg As Ameren Mzssourt s witness, W!ham Davis, [ndicated in the foﬁowzng

exchange at the hearmg

.Q Isrt tthe whole purpose of the billing unit ad}ustment to recover future tost

sales revenue?

A. Associated w:th fixed costs, yes and a reduction in sales assoaated w;th

our energy efficiency programs.®®
13.  Asalostrevenue recovery mechanism, Ameren.-Missouri's proposed Io.slt revenue
‘mechanism muét comply with. the requirements of !he_Cofnmission‘s rule.'regar.ding
Demand-Sidé Programs Investment Mechanisms.” The Commission wifl discuss the
application of tha;t rule in its Conclusions of‘Law regarding this issue. - |
14, Most significantly, the proposed billing units adjustment does not efiminate the‘
thfoughpﬁt disincentive, It would guarantee fthe company a greater recovery, but the
‘comp.ény would continqe ta benéﬂ; from increése's in energy sales and'suffer .a loss of
. income when sales drop just as it Would without the adjustmeht ®In ather words, de.épite
. the use of the billing units adjustment, Ameren Mtssourr would stilt have ;ust as much_
._mcentwe to maximize is. sates of electricity and mzmmsze energy. effl csency programs )
_15. - William Bavis, Ameren Missouri‘s witness who proposed the bifiing units adiustmgnt,:
admitted on the stand 'that his plan did not decrease the company incentive to increaseA
_sales. His only defense was to indicate that he was not aware of any plans by Ameren_"
Missouri ta implement-any programs to increase its sales,® )
E 16.  In effect, Ameren Missowri’s proposed billing units adjustment relies -on i the '

' willingness of the Commission aﬁd ratepayers to hand the company extra money while

% Transcr(pt Page 1878, Lines 5-9.
- 87 4 CSR 240-20.093, See Also, Rogers Supplementa! Testlmony, Ex. 246 Page 2 Lines 21-25

_ o Rogers Surrebuttal, Ex. 222, Page 14, Lrnes 6-10
' ,39 Transcnpt F’age 1878, Lines 10-21
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trusting fo the good intentions of the company to avoid acting in compliance with its
throughput incentive by maximiziné sales while minimizing energy efficiency.efforis.
17, The Commission finds that Ameren Missouri's proposed bilting units adjusftrhent isa
hastily proposed and iil—éonceived fost revenue recovery'niechanism that the ﬁommissibn
is n;t willing to adopt in 'its. present fqrm.
18.  Aside from consideration of the proposed billing units adjustment, there is one other
matter refated to energy efficiency and DSM programs that the Commission needs to |
’ address.' Currently, between rate cases, Ameren Missouri is allowed {o book its direc;t
costs incurred while impjementing energy efficiency and DSM programs to a regulatory
asset, In the rate case, the amaountin the regulatory assetis éddéd to thé,company’s rate
base and is amortized over a six-year period. That procedure was established by a
stipulation and agreement in Ameren Missowri's last rate case %
- 19, Ameren Missouri initially proposed that the amdrtizaﬁon perioed be &ecreased from
~six years to three.¥! Subsequently, Ameren'Missouri dropped its proposal t¢ decrease fhe
amortization period to concentrate on dealing with the throughput disincentive.” MDNR -
continues fo support at least a decreased amortization period and suggests that such
expenses should be exée_nsed and recovered immediately instead of amortized.® MIEC
goeé fhe other direction and argues the afr;ortizatfon pefiod shauld be-increased to ten
years.™

20.  MIEC's argument for a ten-year amortization period is that demand-side resources

* Davis Direct, Ex. 114, Pages 3-4, Lines 19-24,1-5.
¥ Davis Direct, Ex. 114, Page 5, Lines 10-13,

%2 Transcript, Page 1867, Lines 15-22,

* Wolfe Oirect, Ex. 800, Page 11, Lines 13-16.

% Brubaker ‘Direct', Ex. 403, Page 14, Lines 12-18.
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are to be treated comparably with suppi_y-side resaurces, A utility recovers its supply-side

cdéts ‘thfough depreciation ovér the useful life of the asset. For a demand-side asset, the
' équivaient aéset isa “reQufatory asset’ that is recéﬁéréd fhfough an amortization .Ameren |
| Mrssoun would recover the cost of supply~5tde assets that are dtspiaced by demand-stde
. -resources through depreciation over twefve years. On that basss MIEC's w&tness argues
Ameren Missouri should recover the cost of its demand-Side resources over at least a ten-
érear period.” . |
21. _ As Ameren Missouri’s witness explained, thére is no objéctive baéis for the six-year
amortization period currentty in use. ‘It was simply the product of negotiations in Ameren
Missqufi’s fast rate case.®® Similarly, there is no objective basis to return to a ten-year
am_or‘tiiaﬁon period othgr than it was uséd before the six-yeér ambrtiéa'tion Pperiad was

instituted. MIEC comparison of the amortization period to the depreciatic;n petiad of

displaced supply-side resources is not convincing. The real reason to stay with a .sinyear ‘

amortzzatlon period is to continue to allow Ameren Missouri a reasonable mcentwe to make’
demand—sade expenditures. |

22.  Ajengthy amortlzat[on penod for Ameren Missouri's DSM costs would prowde a
E ‘strong disincentive for the utility fo incur those costs and would be inconsistent with the
policy esta'biis‘hed by MEEIA that féyor timely recovery cost recovery for utiities. The
Qomrﬁission does not want {o send that sfgnaf and Wilf' not_alter thg .current six-year

. amortization period.

" % Brubaker Direct, Ex. 403, Pages 11-14.
% Davis Direct, Ex. 114, Page 4, Lines 10-12.
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Conclusions of Law:.
A The Missouri Energy Efficiency Investment Act (MEEIA) provides in part as follows: -
3. Itshall be the policy of the state to value-demand-side investments equal
to traditional investments in supply and defivery infrastructure and allow
recovery of all reasonabie and prudent costs of delivering cost-effective |
demand-side programs. -In support of this policy the commission shall:
(1) Provide timely cost recovery for utilities;
(2) Ensure that utility financial incentives are aligned with he[pmg customers.
use energy more efficiently and in a manner that sustains or enhances utility
customers’ incentives to use energy more efficiently; and
(3) Provide timely earnings opporiunities assoc:ated with cost-effective
measurabte and verifi abie effictency savmgs
In this section, the tegislature has set out the policy considerations that must guide the
Commission in reaching its decision on this issue. |
B. The Commission has established rules to implement MEEIA. 4 CSR 240-20.093
establishes specific requirements for the creation of Demand-Side Programs Investment
Mechanisms. 4 CSR 240-20.094 establishes prodedures for ﬁiirig and processing
applications for approval, modification, and discontinuance of electric utility demand-side
programs. A
C. ' Section 4 of MEEIA requires the Commission to permit electric corporations to -
implament “commission approved demand-sicle programs.” That section also provides
“[Rjecovery for such programs shall hot he permitted unless the programs are appraved by .
the commission, ..." Ameren Missouri has not submitted an application pursuant to MEEIA
or the MEEIA rules for approval of any of its demand-side programs.® |
D. Commission Rule 4 CSR 240-20.093(1)(Y) defines lost revenue as:

the net reduction in utility retail revenue, ... that occurs when utility demand-
- side programs approved by the commission in accordance with 4 CSR 240-

~ %7393.1075.3, RSMo (Supp. 2010).
- Rogers Surrebuttal, Ex. 222, Page 6, Lines 36-37. -
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20.094 cause a drop in net system retail kWh:de!ivere'd to jurisdictional
customers below the level used to set the electricity rates. -

By that definition, lost revenue would include only revenue losses that exceed netgainsin

sales frem gther sources. That deﬂniiion ie'inconsietent with Ameren Miss_ouri’s ‘b_i-_l'!ing un_ite :

adjustment proposal that wouid allow the eompaEy to recever for any po'ientiai- jost
‘ revenue, even.if its nef revenue was rising from another eource. |

E. j‘he rule’s definition of lost revenue goes on te say:

- Lost'revenuesiare only thase net revenues lost due to eﬁergy and’ demand -
savings from utility demand-side programs approved by the commission in
accordance with 4 CSR 240-094 Demand-Side Programs and measured and
verified through EM&V. (evaluatmn measurement and verification) -

That definition once again allows recovery only for demand-side programs approved by the )
Commission. 1t also means that recovery is not allowed unti the program has been
evaiuate&- to "eetimate and/or verify the_ gstimated actueilene}gy a}nd demanq.savinge,
utility lost revenue, cost;effective‘dess, and other effects from demand-side programs.”®
' ‘Ameren Missauri's bilfing units adjustment proposal would nat comply with either aspeet
of ithe deﬂnifion and cou!d. allow Amei;en Missouri to fecever revenue in the fu;ture thatis |
_ in excess of the rule s def nition of lost revénue,
F . Sectron 393. 10?5 13 of MEEiA requtres that "[cjharges. attributabie to demand—side' ‘.
erograms under this section shall be cieerly shown asa separete line item on bills to the
" . electrical corporation’s customers Ameren Missouri's bﬂlmg units adjustment proposa[ '
would raise customer rates without disclesing that increase to customers and would

therefore be inconsistent with MEEIA.

. G. . Ameren Missouri has indicated its intentiori to jsigniﬁcant_!y reduce its spending on

%% 4 CSR 240-20.093(1)(V), the definition of evafuaﬁoh, measurement, and verification.
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enargy éfézziency and DSM programs if the Commission does not approve its billing units
adjustment proposal. Some parties suggest that the Commission simply order Ameren
Misso‘uri to continue spending fof those programs ét théir curcent levels. However, the
Commission,.whif'e it has- thév power to regulage Ameren Missouri, does not havé the powér
to take over management of the utility.'® MEEIA does nét contain any language that
requires utilities, or afltows the Commission to require utilitias, to spend any particular level
of dollars on energy efﬁcienqy, or to achieve any particular amount of MWh savings ti;irough
energy efficiency. Therefore, the Commission cannot order Ameren Missouri ta continué
spending money on energy efficiency and DSM programs. | |
H. Ameren Missouri indicates that it wants to continue to offer energy efficiency gnd
DSM programs. Once Ameren Missourt fites an application for apbroval_of- its programs’
under MEEIA, perhaps a c_ost}'ecovery mechanism satisfactory to Ameren Missouri aﬁd its
ratepayeré can be worked out. But the Commission cannot br;dge that gap beMeen this
: "rate casé and the company's MEEIA application by approving a cost recovery mechanism
that is wholly inconsistent witﬁ MEEIA and t'he implerenting regulations. The_refore, the
Commissién must rejeq-t Ameren Missouri's bilfing units adjustment proposal. -
Decision: |
For the reasons set forth in its findings of fact and conclusidns of law, the
Commission rejects Ameren Missouri's billing units adjustment proposal. The Commission
also directs that DSM program costs incurred after December 31, 2010, shafl continue to be
~ amortized over a period of six years. |

‘C. Should a portion of the lo'w-inc,ome weatherization program funds be
utilized to engage an independent third party to evaluate the program? -

0 State ex rel. Harline v. Public Serv. Com'n, 343 S.W..Zd 177,182 (Mo, App. 1960).
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Findings of Fact:
: lntroductNion:

1. Ameren Missouri currently funds 2 fow-incame weétherization program at’a raté of
$1 2nillion pe} year. MDNR asked that the company continue to fund the p;rogr'am at that
" level'®! Ameren Missouri agreed. % |
2. Following the evidentiarﬁr hearing; on May 18, 2011, Ameren Missourt ta;nd MDNR
_ ﬁ‘ied a nonunénim.ous stipulation'ar.sd agreement by which the compaﬁy agreed to continue
funding thé low-Income weatherization program at $1.2 million per year. The signatories
also agreed that Ameren Missouri would contract with an independent third party contractor
to conduét both a process énd‘impact evaluation of the low-income weatr;er'ization prpgram
every‘ two years. The independent evaluation was to be ﬁmded by wit_hﬁoiding up fo.
~ $60,000 per year from Ameren Missouri's §a}mer}t to the‘program. -
3. . Public Counsel filed a written objection __to- the non&n‘animéus Stip;JEétion and h
. agreement on May. 25. Public Counse quecte& that the éecuning evaluation would
co‘nsﬁm’e money that would otherwise be u-sed to provide wgather_izaﬁon sérvices.
4._ | Because the ébhunénimo_us stipulation aﬁd agreémentwaé objected to, it becomes
- just a joint position of the signatory parties:
- Specific Findings of Fact:

5. As Ameren Missouri’s witness indicates, the !ow«iﬁcgﬁqe__ \}veathé{ization program

~should have more trénsparen_t reporting and should be evaluated as are other energy

% Wolfe Direct, Ex, 800, Page 5, Lines 1-2.
%2 | aurent Rebuttal, Ex. 112, Page 8, Lines 6-8.
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efficiency pragrams.'®
8. The impact evaluation contemplated by Ameren Missouri and MDNR's joint position -
wouid determine the energy and demand savings of the program. Proqéss evaluation
would assess the sffectiveness of the program implementation processes. '™ -
8. | Setting aside’ $60,GOO perr year to evaluate a multi-million dollar program is
reasonable and prudent. |
Conclusions of Law: -
A. Commission Rule 4 CSR 240-2.115(2)(D) prbvides thata nonunahfmoué stipulation
and agreement to which an objéction_ is made is 1o be freated as a joint position of the
signatory parties, except that no party is bound by the agreement. .
B. The approach the Commission must take when considering a nonunanimous
stipulation and agreemen_t to which an objection is made is further described in a 1582
decision of the- Missouri Court of Appeals. In Stale ex rel Fischer v. Public Service
- Commission,'®® the Court held that when considering a nonunanimous stipulation and
agreement the Comrmission must recognize alf statutory réquiremeﬁts,. including the right to
be heard and to introduce evidence. Furthermors, the Commission's dec;'ss:on must be in
wrifing and must include ad'equate findings of' fact, - B
Decision: |

Ameren Missouri shall continue its annual paymenis of $1,200,000 to the
Environmentat impro'v_ement and Energy Resources Aufhoi‘ity‘("ElERA") for the purposes of

- funding weatherization of homes owned by qualified low-income Ameren Missouri electric

' Laurent Rebuttal, Ex. 112, Page 8, Lines 8-10.
"™ Laurent Rebuttal, Ex. 112, Page 4, FN 1.
195 546 S.W.2d 39 (Mo. App. W.D. 1982)
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"c_ustome_rs {"Low lnceme' Weatherization Program”), less an amount set '-aside for
evaluation ef the Low income Weathefization Preg}am |
_ Ameren Missoura shaﬂ contract with an mdependent third party contractor to conduct
both a process and lmpact evaluation (* evaluation } of the Low fncome Weatherization
program in Ameren Missouri’s service terratory as follows:
| A, The first evaluatuon under this agreement will be completed by Aprii 30, 2012.
B. The first evaluation will cover the time period of Janue'ry 1, 2010 through
- December 31, 2011. | B | |
C. Evaluations will be conducted every two years thereafter.
The evaluation is to be funded from Ameren Missouri's withholding from vAmeren.
M_issquri's anhual peymeht to EIERA .of a maximum amount of $60,000.annually. Thisis
 intended to provide $120,000 as the maximum funding for each evaieafien: inthe gvent an
' evaluation costs iess {hen $120,000, the r_emainihg funds will serve tp reduce the next
- ;annual 360, 000 w:thhotdmg | |

5. Taum Sauk: Whatamount if any, of Ameren stsouri's mvestment related .
to the reconstruction of Taum Sauk should be included in rate base for ratemaking -
- purposes? : . .

Findings of Fact:

introduction:

1 h The Taum Sauk plaﬁi}s a pumped storage facftity Iocated in Reyne!ds_-County,‘
Missouri. # censists of an upper reserireir located on the fop of & meun'tain; a shaft and

~ tunnel conduit, two 220—megewatt pump-turbine un'its and a &ewér resewoir" ‘When the
cost of electnc;ty to run the pumps is low walter is pumped from the Iower reservoir to the g

upper reservcnr When demand for electnc:ty and the resultmg pnce of that electnczty is
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high, the water in the upper reservoir is allowed to drain down through the tunnel conduit to

- turn the turbines to generate ejectricity, When the price of electricity again drops, the water .
is pumped back up and the cycle is repeaied 108 -,

2. ' in the early momrng of December 14, 2005, a portion of the parapet wall and the
northwest corner of the dike around the upper reservoir breached, causing an uncontrolfed,
'rapid release of water down the mountain. The fiood swept through Johnson's Shut-ins

State Park and Campground, devastating the park and washing away the home of the park

superintendent.- Fortunately, no one was kifled 'Y’

3 The Commission’'s Staff investigated the failure of the upper reservoir and issued a
report in 2007. Tﬁat report concluded:

{tihe Upper Reservoir at the Taurn Sauk Pumped Starage Project breactied
on the early moming of December 14, 2005, because the reservoir
overtopped when more water was pumped into the Upper Reservair than it
could hold. The overtopping occurred because (1) the plant was customarily
operated with an insufficient margin of safety, (2) the water level sensors
were unreliable because they had broken free from their anchoring system,
and (3) the emergency back-up sensors, intended to prevent the exact chain
of events that in fact occurred, had been improperly set tog high. The breach
was enfirely avoidabie in that the Company knew for over twa months that
the water level sensors were unreliable, as they had broken free from their
ancharing system, but unaccountably failed to make repairs, The failurewas - -
a managerment failure in that Ameren had organized the operation of its
ptants and the performance of maintenance, repair and improvement
activities at its plants in such a way that overall direction was facking and
crucial mformat;on was not shared. :

Based on its ﬁndmgs, Staff recommended:

{t]hat any and all costs, direct and indirect, associated with the Taumn Sauk

" Birk Direct, Ex. 108, Page 23, Lines 3-22.
% Birk Direct, Ex. 108, Page 24, Lines 17-23.

198 17 the Matter of an Inves!:ganon Into arn incident in December 2008 af the Taum Sauk Pumped
Storage Project Owned and Operated by the Union Electric Company, doing business as
AmerenUE, Case No. E5-2007-0474, Staff’s {nitial Incident Report, October 24, 2007, Pages 4-5.
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incident be excluded from rates on an ongoing basis. This mciudés butis
not fimited to, the exclusion of rebuilding costs and treatmg the facility as
though its capacity is available for dlspatch modeling.'

4. Ameren Missouri has accepted full reepOnsnb‘:hty for the 'failure of-the upper

reservoir.""° Up untif now, the company’s ratepayers have not been asked to pay any of

"the cost of cleaning up after the breach or the cost of rebuilding the upper reservoir.

5. Ameren Missouri has now.rebLii!t the uppef reservoir and the Taum Sauk unitis once
again producing electricity. In this case, it is asking the Commission io include $89 nﬂi!liorn
in its Tate base for construction of “enhancements” to the .upeer feservoir_ hecause c'f the
rebuild. " The $89 mil[ieri figure was derived by subtracting the $400 mimon in insu.rahi:e

proceeds received by Ameren Missouri from the $489 million total c;est to rebuild the upper

Teservoir, '

6..  Although Ameren Missouri's proposal would alfow it to recover jelil rebuilding costs

not covered by insurance, it has absorbed abproximately $94 rﬁi[!ion in insurance

' -deduetlbles fines, lost energy and capacity, and other expenses resultmg from the coﬂapse '
for which it has not sought recovery from ratepayers.'
- 8pecific Findings of_Fac’t:

7. The Commission’s Staff conducted an audit of Ameren Missouri's rebuild of the

199 1 the Matter of an Investigation Into an Incident in December 2005 at the Taum Sauk Pumped

Storage Project Owned and Operated by the Union Efectric Company, doing business as
AmerenUE Case No. ES-2007-0474, Staff's Initial inmdent Repoit, October 24, 2007, Pages 82,

"9 Transcript, Page 208, Lines 11-14.

" The inclusion of $89 million in rate base does not mean that Ameren Missourl's revenue
requirement would increase by that amount in this case.. Ameren Missouri would include that

‘amount in iis rate base, which it will recover through depreciation over the life of the property, The

impact on revenue requirement for this case would be approximately $10.4 mal!:on if Ameren
Missouri is allowed to include the entire $89 million in rate base ‘

12 Transcript, Page 881, Lines 10-13, _ 7
" Birk Direct, Ex. 106, Page 39, lines 1-15, see aiso, Transcript, Page 432.
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Taum Sauk upper reservoir and reportad the results of that audit in this case. " Staff did
not recommend any disallowances as the result of its audit. That means that except for
Ameren Missouri's responsibility for the breach of the reservoir in' 2003, no party has -
qﬂe;stioned the specific éosts of the rebuild .proiect and those costs are not-otherwise af
issué. Instead, the question before the Commission is whether Ameren Missouri should be -
ailowe‘d to recover all, or any part of those cost due to its impfudence in causing the failure '
of the upper reservoir in 2005, |
8. Foliowing the failure of the up;ie( reserveoir, Ameren Mi.ss‘ouri was sued by the State
of Missouri in the Circuit Court of Reynolds County. That lawsuit resulted in the entry of a .
~ Consent Judgment."'® Signed by Ameren Missouri and by Missouri's Attorney General on
behalf of the State of Missouri, inctuding.ti;;e Missoﬁri Department of Natura! Resources, the
Missouri Clean Water Commission, and the Missouri Conservation Commission, that
Consent Judgment requi%éd'Amereh Missouri to pay damagés and to rebuéid the upper
TEServoir. |
g. The Commission was nof a party to the Consent Agreement and is not bound by its
térms. |
10, The Consent Aéreement inc!udes_ the following provision under the ﬁeading
“Ratepayer Protection™ |
AmerenUE acknowledges that it will not attempt to recover from rétepayers in
any rate increase any in-kind or monetary payments o the State Parties
required by this Consent Judgment or construction cost incurred in the
reconstruction of the Upper Reservoir Dam (expressly excluding, however,

“aliowed costs,” which shall mean only enhancements, costs incutred due to
circumstances or conditions that are currently not reascnably foreseeable

"9 Staff's Construction Audit and Prudence Review of Taum Sauk Project for Costs Reported as of ~

" October 31, 2010, Ex, 203, - -

8 Ex. 157.
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and costs that would have been incurred absent the Occ.urre_r'lce as allowed
. by faw), and further acknowledges the audit powers of the Missouri Public’

Service Commission te ensure that no such recovery is pursued. In-the

event that Ameren intends to seek recovery for allowed costs, it shall notify

the State Parties in writing at Jeast seven (7) business days in advance ofits

initial appilication-for the recovery of these costs. If AmerenUE fails. to

provide the required notice, it sha!! forfett whatever legal right it has to seek

such recovery. {Emphasrs added)'®
1. -Ameren Missouri provided the notice o the State Parties required by the provision
on August 16, 2010, None of the named state parties Has objected to Ameren Missouri's
attempt to recover the described costs.
12.  The Missouri Department of Natural Resources is a party to this case, buﬁ has not
opposed Ameren Missouti's attempt to recover the costs. MDNR is rebrese_ntec_!‘by the
Missouri Attorney General's office. When asked about the State’s position regarding the
attempt to recover the costs, counsel for MONR stated that she was authorized to séy that
. “the Attorney General's office did.review Ameren’s request for reimbursement after this |
. case was filed and we have no evidence to believe that the request is inconsistent with or.
in viotation of the consent jucfgment on record in Reynolds County."!'®
| 13. Ameren Missouri as_’serts that the costs it seeks to recover are “allowed costs” under
two provisions of th_é' Cohsent Judgment.  First it claims those costs paid for
*enhancements”, and second if claims those costé would have been incurred even if the |
reservoir had not colfapsed. The Commission will address the second argument first,
14.  Ameren Missouri contends alt $89 million in rebuild costs not covered by insurance

should be recoverable because it would have had to rebuiid the upper reservoir saon even

M8 ey 157,
7 Ex. 158. o
" Transcript, Page 2124, Lines 10-15. -

51



if it had not collapsed in 2005.

15.  Paul Rizzo, a civil engineer, offered testimony in that regard on behalf of Ameren
Missourt. Am_efen Missour hired him after the colapse éf the upper r.eservoir to perform a
fore_nsic investigation and r{.)-ot cause analysis regarding the collapse. He concluded tHat
the reservoir collapsed dus to over-pumping associated with faulty instrument control
systems coupled with substandard construction and inadequate design.*'® Subsequaht!y,
his firm served as construction manager for the rebuild of the upper reservoir. '

16.  The Taum Sauk plant is reguiated by the FERC and has beeh subject to a major
independent dam safety inspection every five years beginning in 1985. The old Taum Sauk
piant passed its Jast inspection in 2003.* |

17.  Beginning in 2003, the FERC began using a new, more rigorous dam safeﬁy
inspection process known as the Potential Fallure Modes Analysis (PFMA) Program. Taum
Sauk would have been inspected under that more rigorous process iﬁ 2008.122._

"18.- Rizzo tesfified that if Taum Sauk had been inspected under the PFMA program,'that
inspection would have revealed that the old dam used the barapet walt for water retention
in violation of modern sz_:zféty standards, '? the dam did not meet modemn seismic staﬁdards
and could not withstand a significant earthquake, " and due to excessivelieakage-from the

old reservoir, there were significant voids under the concrete foundation.'®® Most

- 99 Rizzo Direct, Ex. 117, Page 2, Lines 22-25,
V2% Franscript, Page 770, Lines 17-22.

! Rizzo Direct, Ex. 117, Page 17, Lines 22-26.
122 Rizzo Direct, Ex. 117, Page 18, Lines 1-14,
23 Rizzo Direct, Ex. 117, Pages 19-20.

2 Rizzo Direct, £x. 117, Pages 29-30.

. 125 izz0 Direct, Ex. 117, Pages 30-32, '
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funciémentaliy, the foundation of the old upper reservoir was completely inadequate. In
part that ihadequacy was due to deficiencies in_-th'e way the dam was originaiiy_designed
-and in pért because the_constructién of thé dam did not follow tﬁe design requirements,ize
.18, . InRizzo's opinion, after seeing the resuits of the PFMA inspection, the FERC would
h-ave‘ required a Cohpfete rebuild of the facility, like the rebuild that Ameren Missouri |
~ actually did, to fully address the safety risks he identified.'¥

20.  Ameren Missouri argues that .becausé the‘ FERC would ha;Je required it to rebuild
the dam.in a few years anyway, all the reconstruction costs ére "costs- that woqld have
been incurred absent .the oceurrence” and thus qualify a.s “altowed costs” under the

| -Consent Agreement. The Commission does not accebi that argument.
- 21, First, Paul Rizzo appear;s to be a very good civil engineer and hé offered \}ery
credible evidence ébouf the condition of the ofd dam, why it coi}apsed, and why it should

~ have failed a FERC inspecﬁbn in 2005.' Of course',-those problems were alsé present in
‘-1;2003 when the Taum Sauk reservoir passéd a FERC inspection. At least some of the
deficiencies should have been apparent th>’ an inspector even without the enhanced
inspection required by ,2hé néW’PFMP; process. For exampi.é‘ an inspector should have

been able to tell that the parapet walls weré being used to retain water without an extensive

inspection.

22.  The problemis that Rizzo is a civil engineer, not a FERC bureaucrat. While he can
say with great credibility that the old reservoir should have failed a FERC inspection in -
2008, he cannot fsay with ce,rtéiht? what FERC would have done with the results of that

in_speétion. As a result, the Comymission cannat conclude that the upper re:_-:ervoir would

% Rizzo Direct, Ex. 117, Pages 20-29.
127 Rizzo Direct, Ex, 117, Page 32, Lines 11-25.
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have had to be rebuilt even if it had not collapsed and therefore cannot conclude that the
costs are “allowed costs” because tﬁey ‘would have been incurred absent the Occurrence.”
23. Thesecond reason the Commission wil nq’é accebt the “reservr:;ir would have had to
be rebuitt anyway” argurr;ent has nothing to do with the language of the Consent Judgment.
Rizz-c}'s testimony reveals that the upper_reservo‘ir was very poorly constructed even by
1963 standards. In particular, the foundation was deficient because smaller soil ‘particies,
known as “fines” were allowed to remain in thel rockfill mass comprising the dam. The
people responsibie for construction of the dam knew about the “fines” problem at the time,
but did not fix the problem.m " Furthermore, the design calted for foundation rock to be
cleaned of organic material, top soil, residual soil, and weathered rock with a bulldozer
such that no more than 2 inches of such material was left in place. However, as x;nuch as
18inches ;)f low strength material, including top soil and vegetation was leftin place under
the foundation.'"™ Union Electric Company, Ameren Missouri's parent company, was
- ultimately responsible for the .construction of the upper reservolr,

24,  Essentially then, Ameren Missouri's “the reservoir 'would have had to be rebuiit
anyway" argument is thé{'npt only.did the company opérate the reservoir recklessly and
imprudently in 2008, it also constructed it poorly fifty years ago. Thatis not a rgasbnab%e
basis to allow the company to pass the upinsured portion of the costs of the rebuild onto its
ratepayers. _ | |

25.  Moving on to the other argument about the meaning of the Consent Judgment's
exception, the Cons'ent Judgment does not deﬁn’rg the term “enhancement” in its definition

of allowed costs. Furthermore, “enhancement is not a term in general use within the field

2 Rizzo Direct, Ex. 117, Pages 27-29.
129 Rizzo Direct, Ex. 117, Page 21, Lines 9-13,
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of utiﬁ‘ty regulation.
26.  Ameren Missouri and Staff further divide the concept of “enhancements” 'inte .
' discrete ennancemente end non-discrete enhanc'ements. Discrete enhancements afe |
~ features in the new resewoir that were not present at all in the old. Ar_neren Missouri
identified those discrete enhancements as an overflow releaee sirueture, a drainage and
*_inspection gallery, a continuous: upstream grout curtain, a c'ementitiousA ﬂeer, a crest
concrete roadWay and guardrei!‘ crest-to-gaﬂery and foundation drains, and new

instrumentation.™ Staffs audtt report set the cost of the discrets enhancements identified

- by Ameren Missouri at $67 million, ™

27.  Thenon-discrete enhancement 1dentiﬁed by Ameren Missouri is chiefly the new and |
improved foundation of the dam. The new foundation is constructed of roller compacted
conerete rather than dumped rock-fifl and riow meets seismic standards.™? As aresult, the

remaining service life of the resewmr has been extended by at least 80 years."®

o 28. . Staffs audit valued the non-dlscrete enhancements atan amount in excess of the

amount needed to allow Ameren Missouri to recover alf rebuild costs not'othemise covered

by insurance,**
29. | The non-discréte enhancements c!ear[y tmprove the reservolr, But are they

enhancements" within the meaning of the Consent Judgment? The Comm;ss:on finds that

they are not.

0 Birt Direct, Ex. 106, Page 32, Lines 10-13.

% Staffs' Construction Audit and Prudence Review of Taum Sauk Prcuect for Costs Reported as of
Octaber 31, 2010, £x. 203, Page 17, Chart at Line 6.

"2 Birk Direct, Ex, 108, Page 35, Liens 19-22. s
33 Transeript, Page 768, Lines 17-23.
'* Transcript, Pages 880-881.
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30. Hihe Consent Judgment's allowed cost éxception for "enhancements” is broad
enough to include noh-discrete enhancement such as‘an improved foundation, then the
excepti'on éwailows the fu!e and renders the Consent Judément's restriction on recovery of
rebqiiding costs meaninéless. Under that interpretation, the Consent Judgment might as
weili say that Ameren Missouri can recover afl building costs not covered by insurance
becéuse that wauld be the result. That cannot have heen the intént of the péﬂies to the
Consent Judgment, it s not good public policy, and the Commission will not accept it. -
31.  That leaves the $67 mitlion that Staff‘and Ameren Missouri identified as discrete
enhancements. in ptinciple, those are additions to fhe new reservolr that were not present
in the old reservoir. | |
32. .Hc-)wever, the Commission finds that even the discrete enhancements described by
Amere'n_Missouri and accepted by Staff do not maich a reasona;ble interpretétion of the
mearning of an enhancement under the Conseﬁt Agreem,ent‘. |
"33, When_Ameren Missouri, theh Union Eiectrié‘ construcied the Taurﬁ Sauk plantin the
_early 1960's they constructed a reservoir that was designed to comply with the state of the " -
artas itexisted at that time. " The newly const}uct_éd reservoir is designedA In compliance
with chrrent.dam safety requirements. Al the new dam safety features that Ameren
Missourt and Staff describe as enhancéments are required by those. current dam safety -
requirements. ¥ Thys, while those new features are cértain!y enhancements comparedto
the originat dam, which was designed by 1963 standards, they are not Ienhancemer}ts

. compared to today's industry standards, as Ameren Missouri's expert witness, Paul Rizzo -

3 as previously discussed, Ameren Missouri, then Ynion Electric, did not construct the datn in combliani:e ]
with even 1963 standards. _— _ : SR '

. ¥ Transcript, Page 812, Lines 5-19,
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testified.'™

34.  If*enhancement” within the meaning of the Consent Judgment is taken to mean just
~ an improvement over the 1563 g;iam, then-again thé’ restribtio’n‘ én the Consent Judgment is
| esé_entiai!y meaningiésé aﬁd Ameren Missouri would be invited to recovef all its
reconstruction costs not covered by insurance. Clearly that was not the‘intent, of the
Consent Judgment,
‘ 35, The Commission interprets the Consent Judgment to allow Ameren Missouri to
recover for "enhancements” measured against today's dam safety stahdafds. not égainst
the much weaker dam safety standards of 1963, Viewed in that manner Ameren Missouri
has not descr.ibed any enhanbemeﬁts foy—which it can recover construction costs from its
ratepayers under the Consent Judgment. |
36.  Aninterpretation of the Consent Judgment is not the'oﬁiy reason fo disallow Ameren
Missouri’s recovery of any amount for the rebulld of the Taum Sauk reservoir. Remember,
o the Qommiééion_was not a party to the Consent Judg&ent and is not bound by its terms. ]
 Evenif the parties to the Consent Judgment intended to allow Ameren Missouri to recover
these costs, the Commiséion is not bound to foflow that intent.
37'.. As prewousiy indicated, when Staff rewewed the clrcumstances of the coflapse of
the reservoir, it concluded that Ameren Mfssouns imprudence and reck}essness had )
~ caused the col!apse 138 At that time, Staff recommended that Ameren Missouri not be

allowed to recover any’ costs rejated to the rebuilding of Taum Sauk without any

197 Transcript, Page 814, Lines 1-8.

138 11 the Matter of an Investigation Into an fncrdentm December 2005 at the Taum Sauk Pumped
" Storage Project Owned and Operated by the Union Electric Company, doing business as
- AmerenUE, Case No, ES-2007-0474, Staff's Initial Incident Report October24 2007, Pages 71-72,
See also, Kind Direct, Ex. 300, Page 5, Lines 6-19.
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exception. '
38.  Similarly, after the collapse, Ameren Missourt took fuill responsibility and promised to
érotect its ratepayers from the consequence of that collapse. ™" The'Commission intends
to hold Ameren Missour'iA to that promise. |
Con-c)usion's of Law:

There are no additional conclusions of law for this issue.
Decision: A

Ameren Missouri shall not include any amount of the cost to rebuild the upper
reservoir of the Taum Sauk plant in its rate base.

6. Municipal Lighting: What is the appropriate ratemakmg treatment for
Ameren Missouri’'s street lighting classes in this case?

. Findings of Fact:

introduction:

. 1. This issue concerns Ameren Miss;auri’s street lighting class, which is comprised
‘mostiy of various municipalities who purchase e!éctricity from Ameren Missouri to light the
streets of their communities. A group of municipatities in St. Louis County intervened in ghis
case and they are identified collectively as the Municipal Group. The Municipal éroup was
" also a party to Ameren Missourl’s ast rattj:‘ case, ER-2010-0036.

2. Inthatcase, the Commission was concerned that no one could telt whether the rates
being paid by the lighting class were just and reasonable bécause no class cost of éewice

study had exarmined the lighting cfass' fo'r at leési_thirty vears, Because of its concern, the

3% 1 the Malter of an Investigation into an Incident in December 2005 at the Taum Sauk Pumped
Storage Project Owned and Operated by the Union Electric Company, doing business as
AmerenUE, Case No, ES-2007-0474, Staff's Initial !nmdentReport October 24, 2007 Pages 82

140 Kind Direct, Ex. 300, Pages 3-4. Lines 14-23, 1-17,
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'Com'mission exempted the lighting class from the rate increase that resulted from that
order. ™ As the result of a stiputation and agreement in that cas-e‘ Ameren Missouri agreed
to undertake a éost of servf_ce study for ali.lra‘tes affecting the lighting class in its. nekt rate
case. ™ o

3. | Ameren Missouri's cost of service study in this case indicates fhe lighting classasa .
~ whole is paying apprdximately $7 million iessﬂt—han the costto serve thét class. To bring thé
lighting class fully to its cost of service would requife a rate increase of 22.41 percent
beyond the overall rate increase that will result from this report and order.'*® No party has
; chaiienged the validity of Arh'efen Missouri’s cost of service st'udy.

Spec:fac Fmdmgs of Fact |

4. The lighting class is divided into" three class;ﬂcat:ons Street and Outdocr Areg
Lighting - Company Owned (SM), Street and Outdoor Area Lighting — Customer Owned
(6M), and Municipal ‘Street Lighting ~ Incandescent (7M). The 5M classification is the-
fargest, providing 89.6 percent of Ameren Missouri's totai revenue from the lighting clags, ™
5. | Aﬁef canducting its errai! class cost of servicé-study, Anﬁe'r.en Missouri undertook a
further study to divide ;hlé‘ overall revenue reguirement to be collected from thg lighting - '
class among the threfax Ciassiﬂcations within the lighting class. Again, no party cﬁalfenged
the validity of that study. Instead, the disagreement arose within the 5M c;!éssiﬁcaﬁon‘

8. The disagreement concerns charges for company-owned distribution facilities. For

" in the Maiter of Union Electric Company, d/b/é AmerenlUE's Tariffs to Increase its’ Annual
Revenues for Electric Service, File No, ER-2010-00386, Report and Order, May 28, 2010, Page 160.

42 Kifani Direct, £x. 119, Page 3, Lines 1-15. ,
8 Ex. 551. In a subsequent section of this order, the Commission deterfnines that the lighting
class will receive a revenue neutral increase of 4 percent beyond the overall rate | Increase that will

© result from this order.
"¢ £astman Direct, Ex. 750, Page 5, Lines 6-7.
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'_ company-owned distribution facilities, such as poles and spans, installed before September

1988, the municipality is billed a relatively small mdnfhiy amount. After éep.tember 1988,

Ameren Missouri chahged_ its -bi!iing policy and charged a relatively large one-time, upfront

fee to the municipality Wﬁen it installed the new pofe and span. The municipality then did
not ﬁave to pay. the continuing monthly bharge for that pole and span.**

7. Not surpfisingiy, the municipalities that had been paying the monthly “pole and span" |
charge for 22 years or more compared their monthly payments to the upfront charge and-
started asking whether they had not fully _péid for the pofe and span by this time. _Arneren'

Missouri agreed that the system should be simplified and proposed to eliminate the “pole

148

and spap“ charge and inst_ead c'oﬂect that revenue from the 5M classification as é whola.
8. The Municipai Group argues that the pré-1 938 installation charges should be entirely
removed and the revénue those charges coflect should not be collected fram the lighting
class in general or from the 5M classification in particular, arguiné that after 22 years thoée |
“municipalities have surely pai_d'fof those poles.* |
9. The Municipal G_roup’srargument miétindersfands the nature of the monthly ‘pre-1 983
installation charge (afsq known as the pole énd span chargé} and the revenue it coflects for.
Aﬁeren Missouri. As d—etermined in the company's class cost of sgrvice study, it costs
. Amer'en Missouri a cerfain amount of money to provide electric service té_the Ijghﬁng class.
Similarly, it costs a certain amount of money io provide services to-gach of the three
A ,classiﬁcétions within the lighting c}ass,' Ameren Missouri has created a number of éharges

by which it collects that rﬁoney fromthose classiﬂdations and the lighling class as a who{é," '

148 Difani Direct, Ex. 119, Page 8, Lines 7-15. ~ -~ - -
48 piani Direct; Ex. 119, Pages 8-9, Lines 18-23, 1-6.
T Eastman Direct, Ex. 750, Page 9, Lines 16-22.
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Many years ago, Ameren Missouri decided to collect part of the cost of serving the lighting
class through the pole and span charge.

10.  Payment 6f the pole and sﬁan charge, even fora véry'long time, does not mean the
customer will eventually own the pole and span, just as the payment of the upfront cheirge' :
7 aﬁéf 1988 does not mean the municipality owns the pole and span. The pole énd span
charge is simply the device the company used to collect a 7portion of its cost to servé its
municipal lighting customers. '
11.  The éi,tuation is analogous té a city government that collects part of the revenue it
n‘eed-s from parking mete;s. For various reasons, a city may decide 'that,its‘parking meter
rates are oo high and should be reduced. However; if thé éi{y is to continue 1o cotlect the
revenue it needs to operate, it may need to increase its sales tax rate to collect the revenue
last when parkihg meterArates are reduced. |
N 12, . Evenif the company eiimiriétes a parﬁcu!ar c:harge, the amount of revenue Ameren
E -Missouri needs to serve the hghtmg classin genera! and the SM classification in partlcuiar A'

~ does not change. if Ameren Missouri is ’to cont;nue to recover its cost of service after
eliminaﬁng. ihe poie and spa-n charge, it must increase some other charge to make up the
difference. o

13.  ~ The Municipal Group’s suggestion that the revenue lost when the pole aﬁd span
charge is efiminated not be recovered from the lighting 'class‘wo'uid mean that Ameren
Missourt would have to recover the revenue from séme other rate ciass that the class cost
of service studies estabtish is ﬂdt responsible for those costs. Such a result would be
patently unfair. If the pole and Span charge is eliminated, the revenue lost must be

" collected from the hghting -class and the 5M classification in some other manner. The .
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question remains, should the pole and span charge be eliminated as Amearen Missouri
proposes?

14 The Mumcxpai Group explams that the eilmmatlon of the pole and span charge and
the coﬁect;on of that revenue from the entire 5M rate classification would have a disparate '
impact on newer and older mqmc;paistres, Older c:ttes‘that instalied most of their street
lighting years ago and as a result have been paying the pale and span charges for hre~
1988 poles would no longer pay that charge and could see their rates go down with the
elimination of the pole and span charge. On the oiher hand, newly developmg cities that
have installed street hghtmg since 1998 and thus have paid an upfrant charge rather than
the pole and span charge, would not benefit from the eliminatioﬁ of the pole and span
charge and would see their overail rates increase substantiaily.”a

15, Staff suggests that this result is unfair to the newer municipalities and contends the
pole and span charge‘shou_ld not be efiminated."*® However, the same facts imply that thé
- current arrangément is unfair fo the older muniéipalities that have been paying the pole and
span charge. Their subsidization of the newer municipéiities will on!\j grow as théy
‘continue to pay the pale and span charges and the accumulated revenue Ameren Missouri
- collects from that charge outstrips the revenue co!lécted through the up-front charges paid
by the newer municiba!ities.

16.  The pole and span chargé needs to be eliminated, but‘the rate shock that w‘ouldr
céuse the newer municipalities thai paid up-front charges should rfaiso be avoided.

- Therefore, a gradual elimination of the charge is appropriate.

™8 Eastman Direct, Ex. 750, Pages 8-7, _
149 Scheperle Surrebuttal, Ex. 228, Page 3, Lines 8-13.
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. Conclusions of Law:

There are no ad_(;iitionat conclusions of law for this issue.
'Dec:-smn | | o
| Based on its ﬁndfngs of fact and conclusions of faw, the Commiss.ion decides that
Ameren Missouri should eliminate the pole and’ span charge graduaﬂy To avo:d the rate
“shock that would result from the camplete elimination of the charge the Commfsston.:l
directs Ameren Missouri to initially réduce the monthiy pole and span charge by half. The.
reduced revenue resuitmg from this reductxon in. the pole and span charge shall bej
7 coﬂected from tha ent;re 5M c!ass:f catmn within the lighting class, - The Commsssmn will ‘_
' cons&der the total e!;mmation of the pole and span charge in Ameren Missouri's next rate

case.

7. Cost of Capitél What return on equity should be used to determine .
Ameren Missouri's revenue requnrement in this.case? - ’

Fmdings of Fact:
introduction:.

1. Thisissue concerns the réte of return Ameren Missouri will be a'urthori_zéd foeamon .

\ its rate base. Rate basé inc!udes things Iike'generaﬁng pianfs electric mete.rs wires- and_
pol‘es and the trucks driven by Ameren Missouri’ s repalr craws, In order to determinea -

. rate of return, the Commission must determine Ameren Missouri's cost of obtammg the o
| capital it needs. | -

2. The relative ;rni_xtura of sources Ameren Missouri uses fo obtain the ;:apitai it needs .
is its capital structure. Ameren Missouri's True-Up Acceuﬁting Séheduies” de:s,cribed
" Ameren Missourl's actual capital stru_ctﬁre as‘ ovf Fébruary 28, 20%_ 1as: |

Long-Term Debt - - 46.702%

63



Short-Term Debt 00.000%
Preferred Stock 01.063%
Common Equity 52,235%"1%
No party has raised an issug regarding capiltai structure so the Comrﬁissién will nat furtherr
address this matter. | | |
3. | Simi!ér!y, no party has raiséd an issue regarding Ameren Missour's caleulation of
the cost of its fong-term debt and preferred stock, -
4. . Determining an appropriate returﬁ on equity is the most difficult part of determining
arate of return. The cost of long-term debt and the cost of prei‘erréd stock are relatively
easy to de_.terminé pecause their rate of returnis specified within the instruments that create -
them. In contrast, in determining a return on equity, the Commission must consider the
expectations and req-uirements of investors when they choase to invest their money in
Ameren Missouri rather than in some ofher investment opportunity. As a resulf, the-
Commission cannot simply ﬂﬁd arate of feturn en equity that isrunassaitab!y scientifically,
“mathematically, or tegally correct. Such‘a "correct” rate does not exist. Instead, the
Commission must use ifs judgment o estabiish a rate of return on equity atiractive enough
to investors to aliow the—/ utility t§ fairly CQrﬁbete forthe investors’ dollarin the capital market,
. without permitting an‘ éxcessive rate of return on equity that would drive up rates for .
Ameren Missour{'s ratepayers. in arder to obtain guidance about the appropriate rate of
refurn on equity,'the Commission considers the testimony of expert witnesses.
5. Four financiai anéiys’cs offered recommendaﬁons fegarding an appropriate return on
eduity in this case. Robert B. Hevert testified on behalf of Ameren Missouri. Hevert.is

7 President of Concentric Energy Advfsbrs, inc. of Mariborough, Massachusetts. He holds a

-

% \Weiss True-Up Direct, Schedule GSW-TE18-43,
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Bachelor of Scieﬁce degree in Finance from the University of Delaware and a Master of '
Business Administration degree from the University of Massachusetts.”" He recommends
the Cémmissioh ai!bw Amerén Missouri areturn 6h'équity of 10.70 pércenf, wiihin_ arange
of 10.40 Iperc.ent 101125 pérceh{.‘52 |
B .- Bmie Sue LaConte testified qh behalf of the Missouri EnergyAGroup‘ LaConteis a
_ "consUttant in the field of public uti‘iity‘ecqnomios and regulation and is a merber of the
Drazen Consutting Grouﬁ, inc.'®® LaConte has a Bachelor of Arts in mathematics from
: quton Uhive}sity, and a Master of Business Administration degreé in finance from the
thn' M. Ofin Schoal of Business, Washington University."™ She recommends the
Commission allow Ameren Mi'ssouri a return on equity within a range of 9.7 percent to 10.6
percent, 55 . A | |
7. Michael Gorman testified on behalf of MIEC. Gormanis a consQltant in thie field of * -
public utility regulation and is a managing principal of Brubaker & Associates.'® He holds.
| ‘a Bachelbr of Science 'degree in Electrical Engineer}ng from Sot}thern !lﬁnois University and
a Masters' Degree in Business Administratiqn with a concentration in Finance from thé

University of Hiinois at Springfield.™ Gorman recommends the Commission allow Ameren

' Hevert Direct, Ex. 121, Page 1, Lines 16-18. '

152 Hevert Surrebuttal, £x. 123, Page 7, Lines 15-18.

18 LaConte Direct, Ex. 450, Page 1, Lines 5-6.
“1%4 | aConte Direct, Ex.~450, Appendix A, Page 2, Lines 1'~3.'

- 1% aConte Surrsbuttal, Ex, 462, Page 6, Lines 17-18.

1% Gorman Direct, Ex. 407, Page 1, Lines 6-7.
%7 Gorman Direct, Ex. 407, Appendix A, Page 1, Lines 9-12.
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Missouri a return on equity of 9.90 percent, within a recommended range of 8,80 perceht to
10.00 percent.'®® | |

8. Finally, David Murray testified on behalf. of étaﬁ, : Murray is the Acting Utﬁity ,
Regulatory .Manager of tfwe ?inaaciaf Analysis Department for the Commission. He holds a
Bacf;;etor of Scieﬁce degree-in Business Administration from the University of Missouri -
Columbia, and a Masters in Business Administration from Lincoln University.l Murray has
 been employed by the Commission since 2000 and hés offered testimony in many cases
befaore the Commission.™ Murray recommends a return on equity Within a range of 8.25
percent to 9.25 percent, with a recommended midpoint of 8.75 percent‘.m"' |
Specific Findings of Fact: |

g. A utility's cost of common equ@ty is the return investors require on an invesiment in
that company.”™ To comply with standards established by the United States Supfeme
Court, the Commission rﬁust authorize a return on eqﬁzity sufficient to maintain ﬁnancial 7
“integrity, attract capital under reasonable terms, and be commensurate with returns
investors could earm by investing in other enterprises of comparable tisk, "2

10. ?inanéiat anaiys'ts Use variations on three generally accepted methods to estimate a
company's fair rate of re%um on equity. The Discounted Cash Flow {DCF) methad assumes
~ the current market érice ofé firm's stock is equal to the discounted value of ail expected

future cash flows. The Risk Premium method assumes that all the investor's required

- return on an equity investment is equal to the interest rate on a long-term bond pius an

% Gorman Surrebuttal, Ex. 409, Page 18, Line 10. _

%9 Staff Report — Revenue Requirement/Cost of Service, Ex. 201, Appéndix 1, Page 49.
% Staff Report ~ Revenus Requirement/Cast of Servics, Ex. 201, Page 4, Lines 11-12.
' Gorman Direct, Ex, 407, Page 8, Lines 7-9. ) : : '

*2 Gorman Direct, Ex. 407, Page 9, Lines 3-7.
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additional equity risk premium to compensate the investor for the risks of inve.sting in
equitigs compared to bonds. The Capital Asset Pricing Method (CAPM) assumes the
investor's required rate of return on equity is qu}é} to arisk-free rate of interest plus the
prdduct of a company—‘sbeciﬁc risk factor, bete_x, and the éxpected risk pfemium' on thé
mart;et pottfolio. No on.e method is any imorev“c:(;:rrect”' than ény other method in afl
circumétances. Analysts balance ihei{ use of alf three methods to reach a recommended
refurn on equity. | | -
11. - Before examining the analyst‘s_ use of these various methods tc; arrive 'at a
- fecommended return on. equiiy‘ it is important to ook at anothér n'u?nbe_‘r. For 2010, the
average return on equity aWarded to integrated electric utilities by state 'comniissions in this
| country was 10.30 percent. Among states neighboring Missouri, the average 'gﬁthorized
return on equity over the same périod was 10.23 percent,'® |
| 12, The Commission mentions the average aflowed return on equity not because the
":-éom'missioﬁ should, or would stavishly follow the national average i awarding a return on. -
‘equity— to Amerén,Missoufi. Howev'e'r., 'Amere;h Missouri mi.zst competé with other utilities alt
'q'\..'e_a'r the Country' for the éame .;:apitai. Therefore, the avefage .atioweci return on equ'i'ty'
provides a feasonabien;ass test for the recommend;itions offered by the return on equity
e‘xperts. : | -
13. Th'é 8.75 bercent return on eduity. recommendaﬁon offered by Staff's witness is
| ‘substa_ntia_ny below both the national average ‘awarded retun on equity and the
© recommendations offéred bS: ?hé other Aexper’c witnesses. If -the‘_'C‘ommissicn were to -

_authbrﬁze the return on equity recommended by Staff; it would apparently be the !owe_st-

"% Hevert Surrebuttal, Ex. 123, Page 6, Lines 10-17.
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‘non-penalty” return on equity authorized in the United States in the last
thirty years. ®*

14. In developing his recommendatiqn for Staff, Murray gave -primary'weig'hi fo his
mu!ti-étage DCF anaiysis.165 Murray's muiti-stage BCF anaiysis results in a low
fecoﬁwmended return on equity because the third stage of his analysis relies ona.low long-.

term growth estimate of 3 to 4 pércent, ‘wlth a midpoint of 3.5 percent, to derive an
estimated cost of equity ranging from 8.4 percent to 9.15 percent, with a midpoint of 8.775
percent, " | |

15. Murray initially based his tong-term growth rate on a 2003 study‘qulisﬁed in

Mergent Public Uti!fty and Transportation Manual. Because Murray could not répiicate

Mergent's data, he decided fo perférm his own study to éstimate"idng-term growth rates
based on historical growth rates for a set of electric utilities during the period between 1968

and 1999. That étudy showed an average annual growth rate of 3.59 percent,'®

18, Murray admittedly did not use “rigid selection criteria” in determining which utiiiﬁes
to ino}ude inhis study and it appears that the selection of data to study was hased more on
‘the ready availai:iiity pf'!hat information to Staff than to any rational basis fbr that
selection, ¢ | |

7. lﬁ confrast to the very low ]ong-terrﬁ growtn rate used by Murray, Ameren Missouri’s
witness, Robert Hevert, used a }oqg—term growth rate of 5.75 percénf, based on the rea

GDP growth rate of 3.28 percent from 1929 through 2009, plus an inflation rate of 240 .

18 Hevert Rebuttal, Ex. 122, Page 16, Footnote 18,
%5 Staff Report — Revenue Requirement/Cost of Semce Fage 19 Lines 1415,

188 gtaff Repor’( — Revenue Reqmrementhost of Service, Page 20, Lines 1-10Q. _
187 Stafy Report — Revenue Requirement/Cost of Service, Page 23, Lines 5-13. -
188 Staff Report — Revenue Requirement/Cost of Service, Page 22-23, Lines §-26,1-4.
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. percent.'® inhis muiti-stége DCF analysis, Michael Gorman used a long-term growth rate
of 4.7 percent baseéf on consensus économists’ projected 10-year GDP' growth rate és |
pub!isﬁed in Biue Cﬁfp Ecor_mmic Indicators. '™ Biifie LaConte performed a twa-stage DCF
analysis, but uséd an avérage long-tgrm growth raie éf 5.57 percent based oh the average
5~ye.ar growth rate for Her proxy group of companies.‘71 insum, the iéng—term growth rates
: u'sedby the other refurn oh equity withesses arésubs&aﬁﬁa!ly higher than the rate used by
'Mufray. | _
18. J i'n_ support of his use of a \}ery low long-term growth raté Murray pointé to a 2009
research report by Goldman Sachs that uses a 2 5 percent perpetual growth rate inits DCF |
-ana!ysts Murray argues that such a !ow growth rate is consustent with what mvestors uyse
in. practzc_e.m However, Murray conceded that the 2.5 percent growth rate used by -
Goidman Sachs in its repor't' is a real growth fate in that it does not take into account
iﬁﬂation."3 Anaiysis of growth rates for purposes. of estimating the cost of équity usually
o -jooks at nominal growth rates. if a forecast of long-term inflation were added to Goldman .
Sachs' real growth rate to estamate a nommai growth rate then Staff's forecasted growth~ |
rate would be more in 1_me with the forecasts offered by the ather experts.'™
18. In an effort {0 erpport his low recommended refurn on equity. Mﬂrray points {o

various valuatton anaiyses regardmg Ameren Massourt done by financial anaiysts for

purposes other than the estabhshment of rates. Murray reports that in general, experts in

% Hevert Direct, Ex. 12—1, Page 29, Lines 3-5.

0 Gorman Direct, Ex. 407, Page 23, Lines 14-18.

"7 LaConte Direct, Ex. 450, Page 11, Lines 14, }

72 Staff Repoft — Revenue Requirement/Cast of Service, Page 23-24, Lines 26- 2? 1-13.
™3 Transcript, Page 1177, Lines 3-6. A

- 1™ Hevert Rebuttal, Ex. 122, Pages 46-47, Lines 23-29, 1-2.
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tr}e field of asset valuation consistently apply a much lower cost of equify to cash flows
generated from reguiated utility operations as compared to the estimazeé of cost of equity
from rate of return witnesses in the utility ratemaking process.'™ Murray's clear implication
Is that aside from him, all other rate of return witnesses afe getting it wrong.'"™®

20. “ Murray’s refiance on valuation analyses to support the reasonableness of his refumn
on equity recomrmendation is misp!aceq. Murray acknowledged that ﬁe has no experience
in assetvaluation.'” In his suirebuttal testimony, Rabert Hevert explained in great detaif
why the valuation analyses cited by Staff are different than the analysis necessary fo
evaluate a reasonable re_tum on equity in the rate making process.'’® The Commission is
persuade& by that explanation and accepts Mr. Hevert's explanation withott repeating his
‘arguments. In sum, as MEG's witness, Billie Sué {.aConte, who has done asset valuation
work in the past, indicated, the principles and methods involved in valuing physicéi assets

are different than the principles and methods involved in estimaﬁng a utility’s cost of

"SQUify.wg

21. | The Commission finds that Staff's recommended return on equity of 8.75 percentis
not a reasonable return on equity for Ameren Missouri. _ |

22, Aside from Staﬁ’g outlying recommendation,.the return on equity Arecommendation_s
. of the other expert witnesses are fairly close together. {.aConte and Gorman both‘

recommend a return on equity near 10.0 percent. Hevert for Ameren Missouri recommends

a return on equity of 10.7 percent, but no less than 10.4 percent,

175 ypurray Rebuttal, Ex. 219, Page 13, Lines 3-9,
Y78 Transcript, Page 1185, Lines 5-21.

YT Transcript, Pages 1181-1182.

*7® Hevert Surrebuttal, Ex. 123, Pages 13-33,

8 Transcript, Page 1215, Lines 1521, .
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23. He\{ét‘t’s recommended return on equity is highér than the other recommendations -
in Iarge part‘ because he‘oveﬁestimates future !ong-terkﬁ growth in his various DCF
. analyses, making them too high to be reasonable estimates of !ong -term sustaanabie
growth 1% wWhen Hevert's long-term growth rates are adjusted to use mare sustamabte
growth estimates based on pubhshed analyst's projections, his mu tt-stage DCF analysis
produces 4 rate of return more in line with the éstimates of LaGonte and Gorman, ¢! ‘
24.  MEG'switness Billie LaC;Snte fec’orﬂmends an ROE within a rénge ofé.F.’ pércent o
10.6 percent. in ﬁeif direct testirﬁony s‘he recbfnrﬁended an ROE 0f 10.2 percent’az, hutin
her surrrébuttai testimony _s_,ﬁe rgcommended the allowed ROE be set at the lower end of
her range between 9.7 and 10.0 percent.'® | | |

| 25.  LaContelowered her f_ecommended ROE based on her 'CAPM_Aand ECAPM studies
-“that indicated very lc}w n.um,beré, a full point or more belbw her DCF anaiysés, which tﬁe
Commission has usually found to be more reliable. LaConte did not explain wh'y_‘she'
- - decided to place greéter reliaﬁbe on her CAPM and ECAPM studies in her surrebuttal
recommendation than‘ she'had i her direct testimony and the Commission finds no
jUStxfcation for daing so “At any rate, LaConte testn“” ed that any percentage within herﬁ
range of 9.7 to 10.6 percent would be reasonable. '®*

26. MIEC's witness Michael Gorman recommended a refurn of 9.9 percent, within a
range of 9.8 to 10.0 percent He also over refies on hlS unreasonably low Sustainable

Growth DCF anaiysrs to pult down the average of his more reasonabfe Constant Growth

1% Gorman Rebuttal, Ex, 408, Pages 8-9, Lines 20-23, 13, |

181 Gorman Surrebuttal, Ex. 408, Page 22, Lines 1-13, - | ' S
182 aConte Direct, Ex. 450, Page 18, Lines 16-17. ' )
3 | aConte Surrebuttal, Ex. 452, Page 8, Lines 10-11.

"% Transcript, Pages 1215-1216, Lines 22-25, 1-6.
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DCF and Multi-Stage DCF analyses.'® if Gorman were to rely more heavily on his
Constant Growth DCF result of 10.47 percent and his Muiti—Stage Growth DCF of 10.16
percent, his analyses would indicate an allowed ROE néar 10.2 percent.

27.  Anallowed ROE of 10.2 percent would still be below the national average allowed
ROE of 10.3 percent.

Conclusions of Law:

A in asséssing the Commission’s ability to use different methodologies to determine
just and reascnable rates, the Missouri Court of Appeals has said:

Because ratemaking is not an exact science, the utilization of different
formulas is sometimes necessary. ... The Supreme Court of Arkansas, in -
dealing with this issue, stated that there is no ‘judicial mandate requiring the
Commission to take the same approach {o every rate application orevento -
consecttive applications by the same utility, when the commission in its
expertise, determines that its previous methods are unsound or inappropriate

to the particular application’ (quoting Southwestern Bell Telephone Company

v. Arkansas Public Service Commission, 593 S.W. 2d 434 {Ark 1980).%

Furthermore,

Not onty can the Commission select its methodology in determining rates and '
make pragmatic adjustments called for by particular c;rcumstances but it
aiso may adopt or reject any or all of any witnesses’ testimony

B. in ‘another case'; the Court of Appeais recognized that the establishment of an
appropriate rate of return is not a “precise science™ |

While rate of return is the result of a straight forward mathematic-calculation,
the inputs, particutarly regarding the cost of common equity, are not a matter
of ‘precise science,’ because inferences must be made about the cost of
equity, which involves an estirnation of investor expectations. in other words,
some amount of specufation is inherent.in any ratemaking decision to the

'8 Gorman Surrebuttal, Ex. 409, Page 18, Table 1.

8 State ex rel. Assoc. Natura! Gas Co. v. Public Service Comm:ss:on 706 S W. 24 870, 880 {Mo.
App. W.D. 1985).

7 State ex rel. Assoc. Natura! Gas Co. v. Public Serwce Commission, 706 5.W. 2d 870, 880 {Mo.
App W.D. 1985). ) '
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extent that it is based on capital structure, because such decisions are
- forward- iookeng and rely, in part, on the accuracy of financial and market
forecasts .

C. In its brief, Staff suggests that the bcdmm‘é's‘siors édopt whét it describes as a new
péradigm to determine én appropriate authorized return on ‘equ%ty for Amereh Missouri,
Staff contends that.the United States Supreme Court's Bluefield decision éstablishes asort
of zone of reasanableness. Accordin§ to-the Supreme Court, rates that are in’sufﬁciehf to
y.ieidr é reasonabie returh on the company's investment are cdnﬁséatory and would deprive -
the utility of its property in violation of thé Fourteenth Amfeﬁdme'nt. Staff contends the rate
that would be unconstitutionaily conflscatory sets the lower beund of the 'zon'é of
reasonableness, The Blusfield decision also states that the utﬁiiy is not entitled to praf its
that would be realized or anttmpated in hlghiy prof itable enterprises or speculalive ventures -
Staff claims that such a rate would be the upper bound of the zone of reasonableness.
B. Staff 'ciaims that through the testimony of Dai/id'Murfay ithas attémpted to estab!ish

the fower bound of this zone of reasc;nabieness; in other words, the levei below which the .

authorized rate would be unconstitutionally confiscatory. Staff claims that the rate E

proposed by Murray is the lowest reasonable rate at the edge of confiscation and suggests'
' that the Commtss:on must set Ameren Missouri's rates at that level unless it has a vahd '
regulatory reason to award the company a higher rate. Staff contends there is no valid
reason to set a rate higher than the lowest reasonable rate that it indicates is at the vefy )
edge of confiscation. | 7

E. Staffs “new paradigm” adds nothing to thé ‘C'Ommis‘;aion’s consideration of an

appropriate returmn on equity. Of coursé, the Commission is trying to find the !os&eét‘

1% State ex rel, Missour] Gas Energyv Fubiic Service Commfssson 186 SW. 3d 376, 383 (Mo Agp.
W.D. 2005). ,
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reasonable rate that protects the interests of ratepayérs and sharehgiders'. That is what it
has always done. in claiming that the rate p}opos'ed by its witness is the lowest reasonéble
rate, Staff simply begs the question of__whethér‘ the rate proposed by its w'ifness is
reasonébte. ltis certaini? thé fowest rate proposed, but that does hot make ita reasonabté
rate.' Indeed, the Commissién has found as a matter of fact that the rate proposed by Staff
is not reasonable. Nothing is to be gained by trying to determine the edge of conﬁscaﬁoh
when under either the old or the new paradigm, the Commission is simply abligated to
determine a reasonable rate for the .utéiity. ‘
Decision: |

Based on the e\.fidence in the recard, on its analysis of the expert testimony offered
by the. parties, and on its balancing of the interests of the company's ratepayers and
shareholders, as fully explained in its findings of fact and conclusions of law, the
Commission finds that 10.2 percent is a fair and reasona-ble return on equity for Ameren

“Missouri. The ‘Commiss'ion ﬁnds that this rate of réturn will allow Ameren Missowri to

compete in tﬁe capital market for the funds needed to maintain its ﬁnanciél heaith.
8. Fuel Adjustment Ciause Issues:

A. Shouid the Commission authonze Ameren Missourl to contmue its current
Fuel Adjustment Clause (FAC) or shouid the Commission discontinue or order
modifications to the FAC? .
Findings of Fact: ‘
Introduction:
1. In a previous Ameren Missouri rate case, ER-2008-0318; the Commﬁssion aitowéd

" Ameren Missouri to implement a fuel adjustment clause.'® The approved fuel adjustment

89 1n the Matter of Union Elsctric Cempany, dib/a AmerenUE’s Tariffs to Increase its Annual
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c{éuse inchudes an incentive mechanism that requirés Ameren Missouri to pass th;‘ough fo
its customers 95 percent of any deviation in fuel and purchased power costs fromthe base
level. The othér 5 percent of any deviation is retained or absorbed by Ameren Migsour.'®
2. Inthis case, Ame.;en Miséouri proposed that the Commission aflow it to continue to
use }ts existing fuel adjustment clause.””! AARP and Consumers Counci yrge the
Commission to discontinue that fuel Aadjustment' clause. _Staﬁ’ Hid not oppose the
continuation of the fuel adjustment clause, but adviées the Commission to chénge the
shéring mechanism to create an 85/15 spiiﬁ w.ith Ameren Missouri retainin'g or ébsorbing 15
'percent of any deviation.from the base level of fuel and purchased power costs. Public -
'Counsel supports Staff's position. The Commiséion will address the propo'sed' medification
of the sharing mechanism in the next secﬁon of this report and order, o
Specific Fihdings of Fact: |

3. inaprevious Ameren Missour rate.‘éase, ER-2008-0318, the Commission found that -
" Ameren Missouri should be allowed to establish a fuel adjustment clause because its fuels *
costs were éubsfantia[, beyohdthe confrol of the comp_én‘y's manage‘ménﬁ and volatite in .
amount. The Commissién also found ‘th'at Ameren Mirssc'juri needed a fuel adjustment |
;:Iause t'é hav:é a sufﬁéiént opp'ortunity to earn a féfr return on gquity and _to‘be able to
compete for c;'apita{ with other utilities that have a fuel adjustment clause. ™ In the same

rate case, the Commission found that a 95/5 sharing mechanism would give Ameren

Revenues for Eleclric Service, Report and Order Case No, ER—2{308 0318, January 27, 2009,
Pages 69-70. _

120 1d. at Page 78,
"*! Barnes Dicect, Ex. 102, Page4 Lines 1-13.

2 in the Matter of Union Electric Company dibla AmerenUE's Tariffs to Increase its Annual
Revenues for Electric Service, Report and Order, Case No. ER-2008-0318, January 27, 2008,
Pages 68-70,
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Missouri a sufficient opportunily to earn a fair return on equity, while protecting customers
by preserving the company’s incentive to be prudent.'® |
4, Nothing has changed in the years since the Commissionnestabiished, Ameren
Missouri's fuel adjuétmént clause to cause the Commission to‘ change that decision. The
Com.mé%ion again finds that Ameren Missouri's ﬁ;sel and purchased power costs are
substantial, $888 million in the test year, comprising 49 percent of the compé'ny's fotai
operattons and maintenance expense.'¥* Furthermore, the revenue the corﬁpany receives -
from off-system sales, which is also tracked through the fuef adjustment clause, is also
substantial.”®® These fuel and purchased ;ﬁower costs continue to be dictated by national
and international markets, and thus are outside the conirol of Ameren Missouri's
management.'® Finally, these costs and revenues continue to be volatile. For example, - -
‘the price Ameren Missouri was able to obtain in the market for off-system electricity sales |
décreased 45 percent from 2008 to 2009 before pa_rtia!ly recovering during the trued-up test
'year.‘w
5. Furthermore, the Commissid_n finds that Ameren Missouri still needs a fuel
adjustmént clé'use to hg!p'aifeviaté the effects of requlatory lag as net fuei costs contir;ue 0 _ ‘
rise. Ameren Missouri’s'regula’tory lag problems have notimproved since its last rate case.
In recent years, the Acompany has been unable to earm its allowed rate of return,™® and in

large part, that problem is due fo fuel-related issues. Even with the fuel adjustment clause

% d  af Page 76.

% Barnes Direct, Ex. 102, Page 6, Lines 19-22.

128 garnes Direct, Ex. 102, Page 8, Lines 22-24.

Y8 Barnes Direct, Ex. 102, Page 8§, Liries 24-27.

¥ Barnes Direct, Ex. 102, Page 7, Lines 2-4. )
98 \Weiss Direct, Ex. 130, Pages 33-34, Lines 12-23,-1-4.
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in place, Amere.n Missouri's return on equity for the year ending December 2009, was only .
7.27 percent. Ameren Missouri's retail operating income for the test yearwould have been
approximately $30 million !owef if the fuel:?dju’stmént clause hacﬁ not%b.een in effect, further
'redjucing the company“éabiﬁty fo earnits allowed return. ' .'in addition, Ameren Missouri
-stiI! ﬁnust campete in the capital markets with other utfiities and the {rast majority of those -
uti!‘i'ties have fuel adjustment clauses, ™ -

‘Conclusions of Law:

A.  Seclion 386.266.1, RS'MO (Supp. 2010}, the statute that allows the Commission to
éstablish a fuel adjustment clause pravides as follows:

Subject to the requirements of this section, any electrical corporation may
make an application to the commission to approve rate schedules authorizing
an interim energy charge or periodic rate adjustments outside of general rate
proceedings to reflect increases and decreases in its prudently incurred fuel
and purchased-power costs, including transportation. The commission may,
in accordance with existing law, include in such rate schedules features
designed to provide the electrical corporation with incentives to irnprove the
efficiency and cost-effectiveness of its fuel and purchased-power
procurement activities. _

' Subéectioh 4 of that statute sets out some of the provisions that must be included in a fuel

adjustment clause as foi!ows

The commission shall have the power to approve, modify, or reject
. adjustment mechanisms submitted under subsections 1 fo 3 of this section
only after providing the opportunity for a full hearing in a general rate
proceeding, including a general rate proceeding initiated by complaint. The
commission may approve such rate schedule after considering all relevant
-factors which may affect the cost or overall rates and charges of the
corporation, provided that it finds that the ad;ustment mecharism set forth in
the schedules:
(1) Is reasonably designed lo prowde the utmty w:th a sufficient
opportunity to eama fafr retum on eqwty, .

'** Barnes Direct, Ex. 102, Pages 7-8, Lines 22-23, 1-8. _
2% Transcript, Page 1616, Lines 22-24., - ‘ )
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{2) Includes provisions for an annual true-up which shall accurately and
appropriately remedy any over- or under-collections, inciuding interest at the
ulility's short-term borrowing rate, through subsequent rate adjustments or
refunds;

{3} In the case of an adjustment mechamsm submitted under subsections
1 and 2 of this section, includes provisions requiring that the utility file a
general rate case with the effective date of new rates to be no later than four
years after the effective date of the commission order implementing the
adjustment mechanism. ...

{4} In the case of an adjustment mechanism submitted under subsections
1 or 2 of this section, includes provisions for prudence reviews of the costs
subject to the adjustment mechanism no less frequently than at eighteen-
month intervals, and shall require refund of any imprudently incurred costs
plus interest at the utility's short-term borrowing rate. (emphasis added)

Subsection 4(1) is emphasized beca&se thatis the. key requirement of the statute. Any fuel
‘adjustment clause the Commissibn aflows Ameren Missourt o impiemedt must be
reasonably de'sig'ned to allow the corhpany a sufficient opportunity to earn a fair return on -
equity, |
B. Subsection 7 of the fuel adjustment clause statute provides the Commission with
‘ further guidance, stating the Commission may: _. |
take into account aﬁy change in business risk to the corpération resulting
from implementation of the adjustment mechanism in setting .the
corporation's allowed return in any rate proceeding, in addition to any other
changes in busirjes’s risk experienced by the corporation.
Finally, subsection 9 of that statute requires the Comﬁission to promulgate rules to “gavern
the structure, content and operation of such rate adjustments, and the procedure for the
submission, frequency, examination, héaring and appraval of such rate adjustmeﬁts."’ in
~ compliance with the requiremnents of the statufe,_ the Commission promulgated Commission

Rule 4 CSR 240-3.161, -which establishes in detail the procedures for submission, -

approval, and implementation of a fuel adjustment clause.
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C. Speciﬁcaiiy,rcomﬁ‘!ission Rule 4 CSR 240-3.161(3) ésiab}ishes minimumn ﬁﬁng
requirements for én electric utility that wishes to continue its fuef adjustment clause inarate
case subsequent to thgé rate case in which the fuel adjustment clause was established.
Ameren Missauri has met those filing requirements.
Decfsion: |

Ameren Missouri stili needs to have a fuel adjustmeht clause in place o help |
alleviate the effects 61‘ regulatory lag if it is to have a reasonable loppértunity to earn a fair
return on its inves_fments.. The Commiséion conciudes th.at Ameren Missouri should be
allowed to cénﬁnue to implement the previous!y approved fuel adju'stmenticiause‘ |

: B. Should the sharing pércenta_ge in Ameren Missouri’s FAC be changéd from
9575 percent fo 85/18 percent?

Findings of Fact:
Introduction:

. 6.~ While Staff did not appose the continuation of Ameren Missouri’s fuet adjustment
‘c‘iause, it advised the Commission to modify the sharing mechanism within the “fuel .
adjusfment clause to incre‘ase the percentage of costs and income absorbed or retained by
Ameren Missouri fro}n's percent to 15 percent, Public Counsel supports that propcséd

" modification. - 7
7. Staff offered four reasons why the sharing percentage should be changed. .First;
Staff initially gave Ameren Missouri credit for asking that its net base fuel costs be reﬁased
in this rate case. Staff explained that fhe request to rebase thdse ébsts showed that

Ameren Missouri has a proper incentive to avoid forfeiting the 5 percentshare it would lose
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under the fuel adjustment clause if its net base fuel costs were not rebased. ' However,

fater in the case, Staff turmed that positive factor into a negative by claiming that Ameren -
Missouri's willingness to agree to a level of off-system sales.revenue that the company

indicated was likely to be.‘ to(JA-low, showed that the company did not have a proper incentive

to gét it right 2%2 Second, Staff claims that the resuits bf a recent prudence audit of Ameren

Missouri's fuel adjusiment clause in File No. EO-2010-0255 justrfy imposing & larger

sharing percentage on Ameren Missouri. 209 Third, Staff asserts that a larger sharing

percentage might have provided Ameren Missouri a greater incenlive to avoid the

miscalculation of an input into its FAC rate that it'identiﬂed in the true-up of the first

recovery period of its fuel adjustment clause.?®™ Fourth, and finally, Staff claims that

because Ameren Missouri’é off-systemn sales are down since it implemented a fuel
adjustment clause, perhaps it does nof ﬁa;de sufficient incentive 10 maximize off-system

sales.2%

8. in addition to Staff's concerns, Public Counsel points out that one of the incentives
Ameren Missouri has used in past cases to jdétify use of the 95/5 shariﬁg mechanism has
gone away. Ameren M{ssburi is no longer involved in & coal pool ﬁurchasing arrangement
with its unregulated me;chant generatio'n plants in Hlinois and thus no longer shares the
unregu!at_éd affiliates’ profit motive to minimize its coal costs.”®® The Commission will

'ad'dress each of Staff and Public Counsef's cbncerns in turn.

1 Staff Report - Revenue Reduirernent / Cost of Service, Ex. 201, Page 112, Lines 2-8.
92 Mantle Surrebuttal, Ex. 218, Page 12, Lines 5-7.
20 Staff Report ~ Revenue Requirement / Cost of Service, Ex. 201, Page 113, Lines 15- 20

24 Staff Report - Revenue Requrrement/()ost of Service, Ex. 201, Page 114, Lines 7-10,
208 Staff Report -- Revenue Requirement / Cost of Service, Ex. 201, Page 118, Lines. 5—?
208 Kmd Rebuttal, Ex. 302, Page 15, Lines 16-23.
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 Specific Findings of Fact:

| 9. in her rebuttal téstimony, Ameren Missouri's witness, Lynn Barnes, testiﬁed that she
befieves the net base fuel costs used in ca{culatin'g Tates for this case are likely to be lower
than actual future costs because the th'reeuyear historical average used to calculate those
costé inctudes power prices that are higher than Am_eren Missouri is likely to experience in
fhe future, Aé.a resﬁit, Ameren Missouri helieves it le likely need to absorb more het fuel
costs under the existing 95/5 sharing mechanism.?”” Staff turned that argument against
Ameren Missouri by claiming that if the corﬁpany had a sufﬂ_cieht inc_éntive t.mder the 95/5
éharing mechanism i would have fought harder to estgbiish a proper determination of net

base fust costs.**®

'!O. The fuel cost issues about which Staff expressed a concern were séttied for this
case by a stipulation and agreement signed by Staff and approved by the Comrmission.?®
Ameren Missour’s witnesses indicated that the off4system sales component of those fuel
.costs were based on a three-year historical average of actuaf off;system sales ratherthan a
.pr,ojection of future sates that the compény believes would better _reﬂect the aﬁount of
sales it is jikely to méké_ iﬁ the future. Nevertheless, Ameren Missour] accepted the use of
the historical average sé[es as part of the settlement. 7 | |
11. | Staff argues that Ameren Missourl's willingness te accept what it betieves-to he a
flawed basis for the calculation demonstrates that it does not ﬁav_e a sufficient incentive to

. "getitright.” The Commission finds that Ameren Missouri's pragmatic acceptance of the

7 Barnes Rebuttal, Ex. 103, Page 8, Lines 1-13.
- Mantle Surrebuttal, Ex. 218, Page 12, Lines 57,

2% Third Non-Unanimous Stipulation and Agreement, filed May 6, 2011, and approved by the |
Commlssmn an June 1, 2011, )
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use of historical average safes in the céicuiation of future off-system sales simply reflects
the company's acceptance of the position the Commission clearly stated in previous
Ameren Missouri rate case, |
12. Thisissue was pfesented to the Commiissionin Fiie Number ER-2007-0002. Inthat :
casé, cerfain parties argued the Commission should establish the amount allowed for off-
system sales based on Ameren Missouri's future budgets. In refusing to allow for the usé
of future budgeted amounts, the Commission stated:

[S]ince the Comimission uses historica! éxpenses and revenues to setrates, it

would be fundamentally unfair to reach forward o grab a single budget item

to reduce AmerenUE's cost of service, while ignoring other anticipated cosis

that might increase that cost of service.?' '
Far from evidencing a lack of incéntive to “get it right”, Ameren Missouri's decision to settle
the fuel cost issue simply illustrates the company's willingness to comply with a position
clearly sfated in a recent Commission decision.
. 1:_’:. Staff's second érgument asserts that an 851;15 sharing mechanism s appropriate‘
‘bec-ause the Commission made a finding that Ameren Missouri acted imprudently in its
review of the company's first pruderice review in file number E0-2010-0255.2" The
Commission did find that Ameren Missouri acted imprudently in that prudence review.
However, the imprudence that the.Commission found was 're!ated to Ameren Missouri's

failure to flow revenue received from certain contracts through the fuel adjustment clause. |

Ameren Missouri had entered into those contracts in an attempt to replace a portion of the

20 15 the Matter of Union Electric Company, dib/a AmerenUE’s Tariffs Increaér‘ng Rates for Electric
Service Provided lo Customers in the Company's Mtssoun Semce Area, Case No ER-200? 0002
Report and Order, May 22, 2007, Page 32.

21 1 the Matter of the First Prudence Review of Costs Subject to the Comm:ssfon-Approved Fuel
Adjustment Clause of Union Electric Gompany, dfb/a Ameren Mfssoun EO- 2010 0255 Report and
—Order April 27, 2011. .
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revenue it tost wﬁen production and the use of electricity was 'red_uced at the Noranda
atuminum smeilter because of a Januéry 2008 ice storm. Despite disagreeing with Ameren V
Missouri reger.dling the proper interpretation of a‘ge'rovisien of the fuei adjustment clause
tartff the Commission dld not find that Ameren Missouri had acted imprudently m deciding
to enter mto those replacement contracts. In short, the Commission's dems:on in EC-2010-
0255 does not support the argument that Ameren Missouri needs a farger financial
mcentwe within the fuel adjustment clause -
14, ~ Staff's third argument is that a farger sharing percentage within the fuel adjustment
clause might heve provided Amereﬁ Missouri with a gréater ineentive' to avoid the -
neiscaiculaﬁon of an input into its fuel adjustment clause rate that was identified in the
recent true-up of the first recovery period under that fuel adjustment ciause In that case,
, ER-2010 027’4 a mutual mistake by Staff and Ameren stsoun about the proper
caloutation of an input resulted in Ameren Missouri collecting less money than it should
"hav_e collected under the fuel adjustment _eiauee. Extensive testfmony was received
regarding the details of that mistake,' but thet evidence did not show that giving Ameren
Missouri a greater ﬂnaneiai incentive by increasing the sharing percentage of the fuel
_adjustreent clause wouie have made the mistake less likely to have occurred.
15.  Staffs fourth argument asserts tﬁa‘t a recent decline in Ameren Missouri's off;system
sales might be attrtbutabie toa reductlon in the company's incentive to make those sales.
Staff points out that Ameren Missourt's total off-system sales decreased in four of the five
accumulation periods since the Cqmmiesion first approved Ameren Missouri's fuel

adjustment clause.”'?  However, the reduction in off-system sales that Staff notes is'

212 Staﬁ' Report Revenue Requ;rement!Cost of Service, £x. 201, Page 115, Lmes 1-4
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entirsly explained by anincrease in retail sales during the same period.é” More retail sales
means less power is available to self off-system, In addition, duri‘ng'this period Ameren
Missouri experience several major ptanned generator ou{ages that recigce the amount of
electriclty available for off;system sales. ™ Ultimately, under cross-examination, Sta#f's
witness conceded that she was nof contending that Ameren Missouri lacks sufficient
incentive to make off-system saies.z‘sr |

16.  The final-argument offered to support the contention that Ameren Missoﬁri needs -
additional incentives to minimize its fuel costs was Initially offered by Public Counsel's
withess, Ryan Kind. Herpoint-ed 6ut that the paol arrangement for purchasing coal that
Ameren Missouri formerly had with its unregulated affiliated generatihg company in linois
has ended 2 Inits report and order that initiatly established the 95/5 sharing mechanisrﬁ
for Ameren Missour!'s fuef adjustment clause, the Comfnission nofed that Ameren'’s strong
incentive o minimize coal costs for its unregulated operations would also béneﬁt Ameren
“Missourt. fhe Cpmmissidn cited that incentive as a justification for be}iéving that a 95/5
sharing mechanism would provide the company with_a sufficient incentive to minimize its

fuet costs.?"

1?’. Ameren Missouri is no longer in a coal pool arrangement with its I!iznms affifiates

because FERC rule changes have forbidden the practice and because it was no fonger

- 28 Haro Rebuttal, Ex. 125, Page 19, Lines 1-8.
24 Haro Rebuttal, Ex. 125, Pages 19-21.

218 Transeript, Pages 1605-1606, Lines 23-25, 1.
16 Kind Rebuttal, Ex. 302, Page 15, Lines 13-23.

M In the Matter of Union Eleciric Company, d/b/a Ameren UE’s Tariffs to increase its Annual
Revenues for Electric Service, Report and Order, Case No. ER-2008-0318, January 27, , 2009, Page

73
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ﬁnénciaiiy beneficial to Ameren Missouri to be. involved in the coal pool.#*® Thus, one
‘incentive to minimize one aspect of the company's fuel costs has been eliminated.
However, that was only one fncentive, andits etimihation dqes not ha\_fe a significant ihpact
on Amefen Missﬁuri’s rémaining overall incentive to minimize its fuel purchasing costs,
.18, | No other electric utility in Missowrl buys coal under a ‘coal purchasing poal
- arrangement and the Commfsaion has allowed those utilities to irﬁplement their fuel
adjustment clauses using a 85/5 sharing mechanism. Indeed, no other electric utifity in the
-country buys its coal under a coal purchasing arrangemént since such arrangements are |
no longer allowed by FERC rules, yet 90 percent of electric Qti!ities operate usfng fuel
| adjustment ciauses' and the vast majorfty of\thoae ha\}e no percentage sﬁér}ng mechanism
of any kind.?™
19.  Furthermore, changing tﬁe sharing peircentage without a good reason {o do 50 would
lead investors to question fhe future of Ameren Missouri's fuel adjustment clause. In the ,
| -woi'ds of Gary Rygh, a managing director at'Barciays Capital, Inc.:
| If the Commiséion were willing to significantly degrade the existing FAC and
pass-through mechanism apart from findings in the established review
processes, and despite the lack of credible evidence that Ameren Missouriin
fact is mismanaging its net fuel costs, investors would view such achange as
capricious and designed to inflict significant harm on the Company.?2
Becéuse of investors concerns, ratepayers woulld be t;urdenedwith excessive costs each
221

time Ameren Missouri accessss the ¢apital markets.

20,  Most significantly, a change in the sharing mechanism to require Ameren Missouri to

2 Transcript, Page 1460, Lines 3-20.

29 pugh Rebuttal, Ex. 126, Page 16, Lines 14-15.”
22 Rygh Rebuttal, Ex. 126, Page 16, Lines 3-8,

21 Rygh Rebuttal, Ex. 126, Page 17, Lines 3-4,
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absorb 15 percent of net fuel cost changes instead of the current 5 percent would impose a
significant financial burden on the company. if the proposed 85/15 sharfng mechanism had
been in place since the fuel adjustmént clause was put into sffect instead of the actual 95/5
shaﬁng mechanism, Améreﬁ Missouri would have been required to absorb an additional
- $22 ﬁi[iion innet fuel costs.” Thatwould be a heavy burden on a company that is already
having difficulty éarning its allowed rate of return.
Conclusions of Law:
There are no additional conclusions of faw for this sub-issue.
Decision_: : |
Staff's stated reasons for experimenting with adjusting. the sharing mechanism of
Ameren Missouwri's fuel adjustment clause to implement an 85/15 split do not withstand
scrutiny. imposiﬁg a significant financial burden on the company simpiy to experiment with
an alternative sharing percentage would be unfair to the company. The Commission finds
“that the-re s no reason fo change the sharing percentages in the fuel adjustment clause
under which Ameren Missouri has operated for the past several years. The Commission
wiil retain the current 95/5 .sharing mechanism Included in ‘Ameren Missour's fuel

adjustment clause.

C. Should the length of the recovery periods for the FAC be reduced from
twelve {12} months to eight (8) months? '

Findings of Fact:
Introduction:
21.  Ameren Missouri's current FAC tariff provides that the company accumulates fuel

costs during accumulation period's that are four manths long. Two months after the end of

2 Transcript, Page 1583, Lines 310,
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‘the accurmulation period, Ameren Missouwi files tariff sheets to change its fuel and
purchased power adjustment (FPA) that have a 60-day effective date. The Commission
rnust act to approve or reject that change within 60 days. Once the change in- the FPA

goes into effect, Ameren Missouri collects the difference between the actual total energy

costs and the base energy cost over a recovery period of 12 months. >

22. . The current process for cost recovéry under the fuel adjustment clause meané that
Ameren Missouri must wait up to 22 months before fully recoveringits net fuel costs,
23, Staff proposes to reduce that lag period by four months by shorteniné the cost
recovery périod from 12 months to 8 months. Théi change would allow Ameren Missourito”
recover its net fuel costs more quickly. | o
' 24: Not surprisingly, Ameren Missouri support's. the proposed reduction in the recovery
 period. MIEC however opposes that change, arguing that the _12-m9nth'fecovery pe'riod
- moderates the adjustment bj spreading any recovery or refund over a full calendar year.
B MIEC contends sprea'ding the recovery or refuhd overa fuil yeér avoids concentrating‘the
reconciliation in a shprtened pericd whére some classes could have a disprobortionate'
share of usage and thereb'y incur a'disrjrop-ortiohate share of the recovery costs or collecta
disproportionate share éf anyr 'reft-md,.zz“
Specific Findings of Fact:
25, Changing the 12-month recovery period to an 8-month recovery périod will not
_change the fotal amount of net fuej costs that Amerenk Missouri wili be ab!é to recover from

its customers. The change will however allow the company to recover those costs more

2 $1aff Report, Revenue Requirement/Cost of Service, Ex. 201, Page 117, Lines-i3-21. ‘
24 Brybaker Rebuttal, Ex, 405, Page 14, Lines 11-18, o
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quickly and thereby improve Ameren Missouri's cash flow.”?

26. _Emproving cash flow is important to Ameren Missouri because it has been sufféring
from the effects of fegﬁiatory lag and as a result has failed to earn its allowed return on its
mvestment over the past several years.* |

27. Movmg from a 12-month recavery period to an 8 month recovery period will amprove'
Ameren Missowrni's cash flow, but also has the effect of increasing the volatility of the fuel
adjustment clause. In other words, the necessary adjustments will tend to be larger, either
up or down, and customers will pay the adjusted rates sooner.** ‘
28, M!EC suggests that changing the recovery beriod from 12 months to 8 months could
have the effect of concentrating the reconciliation into a shortened period Where some |
classes could have a disproportionate share of usage. For example, the residential class,
" which uses a iot of eteétricity in the summer for air conditioning, cc;u!d pay a
disproportionate share during an 8-month recovery period that includes the summer
-months. However, a chart presented by Ameren Missouri’s witness, Lynn Barnes,
demonsirates that there are dnly minimal diﬁérences in class percentages of kiiéwatt—hour
sa}es regardless of whether a 12-month or 8-month recovery pericd is used 28 Thus,
 concerns about concentratton of the reconciliation are unfounded |
Conclusions of Law:

There are no additional conclusions of law for this sub-issue.

225 Transcript, Page 1737, Lines 1621, -

228 \Waiss Direct, Ex. 130, Pages 33-34, Lines 12-23, 1-4.
227 Transcript, Pages 1570-1571, Lines 20-25, 1-20.

228 Barnes Surrebuttal, £x. 104, Pages 2-3, Lines 4-18, 1-4.
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‘ Decision:

The decision on this sub-issue comes down to a wéighing of the need té‘_incr'ease
Ameren Missouri's cash flows against the—giesii'e "té'reduce the volatility of recovery of net
fuei.gosts LGcier the fuel adjustnient clause. Thereis nothing legally co’r'rect or preardained
-about either a 12-month or an 8-month recovery period, the recovery'périod could just as
easily be set at 6, 8, or 18 months, or at some point in between. On baiaﬁée, the
Commission concludes that improved cash flows for Ameren Missouri outweigh concerns
about an.increase in volatility in recovery‘ undér the fuel adjustment clause. The recovery .
period shall be changed fo 8 months, |

D. Shouid the Company have the ébl!ity to adjust the FPAC rate for errbré in
cafculations that may have occurred since the FAC Rider was granted to Ameren

Mlssoun?
Fin_dings of Fact:
infraduction:

'29..  In addition to the broad issues regarding the fuel adjustmént clause fariff that have
praviously been discussed, Ameren Missouri has submitted specific proposed language for
that tariff.?® The exemplar tariff proposed by Ameren Missourt would add the following
clause to the section regarding true-up of the FAC: -

‘The true-up adjustment shall be the difference between the revenue billed
and the revenues authorized for collection during the Recovery Periad, plus
amounts necessary to correct over- or under-collections due to errors made
in cafculating adjustments o the FFA¢ rate that impacted fhe Recovery
Periad. {new !anguage is in ftalzcs) ‘

30.  Staff objects to the inclusion of the new ianguage proposéd by Ameren Missouri

because under the formula used to calculate the FAC adjustment, each succeeding FPAc

2 Barnes Rebuttal, Ex. 103, Schedule LMB-ER4.
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is linked to all previous FPA¢s. Staffis concerned that the additional tanguage proposed by
Ameren Missouri would allow the company to claim an adjustment during any true-up for
any perceived discrepaﬁcy in calculating the FPAs that have occurred since March 1, 2009,
whgn Ameren Missouri's fue! adjustment clause first went into effect. Staffis concerned -
that this provision wou!q complicate the true-up process and would deny finality to
‘Commission decisions regarding the true-up.*°
| Specific Findings of Fact:
31, This disagreement between Staff and Ameren Missodfi is related to a dispute
pending before the Commission in a current Ameren Missouri true-up, File Number ER-
2010-0274. In that case,‘Ameren Missouri sought to adjust its true-up amounts to collect a
sum of money that it had failed to collect due to an error in calculating the FPAs. The
Commission had not yet decided that case at the time this case was heard, buton June 29,
2011, issued a Report aﬁd Order that allowed Armeren Missouri fo collect the amount
“necessary to correct the identified error,®!
32. The tariff language proposed by Afnereﬁ Missouri would nqt be limited to the
particuiér error that the Commission found could be corrected in File Number ER-2010-
0274 and would instead provide Ameren Missouri with broad authofity to correct other
errors that might be identified in the future.
Conclusions of Law:

There are no additional conclusions of law for this sub-issue.

230 poos Surrebuttal, Ex. 225, Pages 4-5, Lines 17-24, 1-3,

B In the Matter of the First True-Up Filing Under the CommtssronQApproved Fuel Aoﬁrusm}ent :
Clause of Union Electric Company, d/b/a Ameren Mfssoun, File No. ER-2010-0274, Report and
Order June 29, 20611, , .
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Decision:

The Commission has found in favor of Améren Missouri's position in File Number
ER—201 0-0274, eliminating the immediate need fdf ihe tanguage praposed by the c§mpany.
VThe_ Commission is persa;raded by Staff’s concern that tlhe pro;;osed language would affect
the ﬁnality of futuré‘true—up decisionéA and would prefef to continue to decide these matter
ona case-by;case basi-s réther than al'tow Ameren Missour?'s tariff to seta staﬁdard for all
| thure cases, Therefore, the Commission will decide this issue in- favor of Staff and direéts
Ameren Missouri to strike the disputed language from the tariff.

E. What is the appmprlate tariff language to reflect any mod:f{catlons or
clarn‘acat:ons to Ameren Missouri’'s FAG? :

- Findings of Fact:

33.  This sub-issue is about the choice of one wgord. inthe fuel adjustménf portion of the
Ameren Missouri's tariff, which Es"ﬁnéwn as a rider, Sheet 98.6 refers to prudence reviews

. of FAC costs and requires that costs be returned to ratepayers if th'_e ‘Commission
det_garmines‘thaf the costs were imprudently incurred “or incurred in violaﬁoﬁ of the terms of -
this tarif?’ (emphasis added).”? Staff wauld change the word “tariff’ in the quoted section to
-"nder" 3 reasoning that using the ward “tariff’ in that manner could be interpreted as a
expansion of the true-up to include all other aspects of Ameren Missouri’s broader tariff. %
Conclusions of Law:

There are no additional conclusions of law for this sub-issue.

%32 garnes Rebuttal, Ex. 103, Schedule LMB-ER4,
. 2 Roos Surrebuttal, Fx, 225.
2 Transcript, Page 1411, Lines 3-7,
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Decision:

The Commission agrees with Staff that the prudence review is !imifed to matters
addressed in this fuel adjustment rider rather than in Ameren Missouri’s broader tariff.
The«fefore, the language brcposed by Staff is mare precise and shall be adopted.

9. LED Lighting: Should the Commission order Ameren Missourl, not Iater‘
than twelve {12) months following the effective date of the Report & Order in this
case, to complete its evaluation of LED SAL systems, and, based on the results of
that evaluation, either file a proposed LED !:ghtmg tariff{s) or indicate why such
tariff(s} should not be filed?

Findings of Fact:
-Introduction: :

1. Staff believes that Light Emitiing Diode (LED) Street and Area Lighting (SAL)
systems are the most energy efficient SAL fixtures currently available and would like
Ameren Missouri to take steps to make this form of technology available to its customers. ®
To that end, Staff asks the Commission to order Ameren Missourl to complete its evaluation
“of LED SAL systems and within the next year file a proposed LED lighting tariff or provide
~ the Commission with an update an when it will file a proposed LED lighting tarift.?%®
2. Amersn Missour is not as enthusiastic about the future of LED lighting. While it .
intends to continue studying the LED alternative, it does not want the Commission to arder
itto file an LED tariff at this fime 2

Specific Findings of Fact: ‘
3. Ameren Missouri currently has approximately 7212,800 SAL systems for 1,568 public-

street and municipal lighting customers in its service territory. Those lights use a total of

B8 Gtaff Report -~ Rate Design and Giass Cost of Service, Ex. 204, Page 34, Lines 1-11.
#% Staff Report — Rate Design and Class Cost of Service, Ex. 204, Pages 32-33, Lmes 11-22, 13,
2 Shoff Rebuttal, Ex. 149, Page 4, Lines 1-8. :
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137,000 MWh, Most of the existing street tzghtmg in Ameren Missouri's service area uses
| high- pressure sod;um or mercury vapor famps.? ‘ .
"4, Light Em:ttmg Dlodes are composed of a semicendueﬁng ehip comptete with a
;unctaon for eiectrons to move across. As the electrons mave across the ;unctton ‘they
release photons, creatmg light at very high efﬁctenc;es '

5. LED street lighting has certain advantages over other street lighting alternatives
including improved efficiency, longer !amp_ fife, improved riight visibility, reduced
“maintenance costs, no mercury, lead, or other known disposal hazards, and it permits the

use of pragrammable contro{s.z““

8. LED street lighting technoiogy is sml under development and technical probiems‘
remam At the moment, energy savsngs benefts do not exceed the cost of the
technotogy

7. ‘Ameren Miss'ouri' is currently workiné with ihé Eieetrie Power Research,lneﬁtute‘
“ '-(EPRJ) to test and evaluate the potential of currently available LED lighting as part of a
national demonstration prc}ject The pro;ect started in 2009 and will end sometime in the

fourth quarter of 2011. 2"‘2
8. Intherecent Kansas City Power & Light rate case, ER-2010-0355, the Cofmmission

approved a stipulation and agreement in which the signatories invited the Commission to

28 Statt Report - Rate Design and Class Cost of Service, Ex, 204, Page 33, Lines 5-14,
2 Shoff Rebuttal, Ex. 149, Page 4, Lines 8-12.

240 Staff Report - Rate Design and Class Cost of Service, Ex 204, Page 34, Lines 1-11
241 Shoff Rebuttal, Ex. 149, Page 7, Lines 14-16. - _

242 Staff Report - Rate Design and Class Cost of Service, Ex. 204, Page 35, Lines 10-17.
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host a workshop regarding LED street lighting issues 2*
9. If Ameren Missouri were to offer company-owned LED street lighting under its tariff,
it would have to maintain an inventory of LED lighting equipment for which there may be

limited dernand at a cost to the company and ultimately its ratepayers.?*

Conc!psiéns of Law:

There are no additional conclusions of law for this issue.
Decision:

The Commission agrees with Staff that LED street lighting i.s an exciting technology
that should be examined and implemented if appropriaze. Staff does not ask the
Commission to order Ameren Missouri to immediately file an LED tariff and the Commission
will not do so. Instead, Staff asks the Commission to order Ameren Missouri to conti.nue
examining the patential of LED lighting and to'eith‘er file a tariff within one year, or file a
“status report indicating when it will be able to file such a tariff. Staff's requestis reasonavle
and the Cémmission wilt direct Améren M_issoqri fo eitﬁer filean LED street‘!ighting tariff by -
July 31, 2012, or to provide a status report to Staff by that date, indioéﬁng when it will be
able to file such a tariff.

The Commission empﬁésizes that Ameren Missouri does not have to file a tariff until
itis appropriate to do so. if its further study of the poteﬁtiai of LED street lighting reveais‘
that such lighting will not be a benefit to its customers, Ameren Missouri may inform the

Staff of that conclusion in its status report. -

3 Transcript, Pages 2148-2149.
* Cooper Rebuttal, Ex. 134, Page 15, Lines 5-21,
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10, Solar Rebates Accounting Authorit;y Order (AAO)Q
A. What is the appropriate ‘:ﬁethodé RESRAM or an Accounting Authority

Order {AAQ) - for Ameren Missouri to recoverthe costs it incurs for compliance with
the Missouri Renewable Energy Standard {RES) after the true-up date in this case
(February 28, 2011)’? :
Findings of Fact:
!ntr.oduc;tion:
| 1ﬁ. As explained in more detail in the Conclusions of Law for this fssue, Missoutri’s
Renewable Energy Standard law, Section 393,1020, st éeq., RSMO (S’upp. 2010), requifes |
.eteciric: utilites to incur ~certain costs related to the adoption- of renewable energy
technology. Ameren Missouri aéks' the Commission to grant it an accounting authority
order to defer the cost of sﬁiar rebates, ’the cost fo purchase renewiable energy or
renewable en-ergy crediés and other reiated costé incurred after February 28, 2011, the
true-up date for_thfs case, unfil the effécﬁve date of new rates in the compahyf‘s néxt ra;e
‘case. | | ' v

2. Staff does noi object td Ameren Missouri's request to defer these costs for later
recovery, but centends.th;é company should be required to use a different device known as
a Renewabie Energy Standard Rate Adjustment Mechanism (RESRAM; for that purpose
rather than an Accounting Authority Cv)rderV(/-\,ﬁ\f:)).?‘*ﬁ
Specific Findingslof Fact:
3. 'This is a legal rather ;han a factual issug a;nd there are no other refevant facts.
Conciuswns of Law:

A, Missouri's Renewable Energy Standard (RES} law found at Sections 393.1020,

43 \Weiss Direct, Ex. 130, Page 38, Lines 6-10.
2% Taylor Rebuttal, Fx. 229, Page 3, Lines 1-9.
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1025, and 1030, RSMo (Supp. 2010), require eiectric utilities, such as Ameren Missouri, to
incur certain costs to com.p_ly with the requirements of the law,
B. Commission Rule 4 CSR 249-20. 10p(6j aflows an electric utifity to file an application
and' rate schedules to establish a Renewable Energy Standard Rate Adjustment
Mechanism (RESRAM) that would affow the utility to recover prudently incurred costs
relating to compliance with RES requirements. The regulation afiows such an applicatioh fo
be filed either within or outside a general rate proceeding. If it had wished to do so,
Ameren Missouri could have applied for a RESRAM in this case.
C. However, Commission Rule 4 CSR 240.20.100(6)(D) specifically offers the electric
utifity an alternative o the use of a RESRAM. That section of the reguiat‘noh states:
Alternatively, an electric utility may recover RES compliance costs without
the RESRAM procedure through rates established in a general rate
proceeding. In the interim between general rate proceedings the electric
utility may defer the costs in a reguiatory asset account, and monthly
calculate a carrying charge on the balance in that regulatory asset account
equal to its short-term cost of borrowing. All questions pertaining to rate
recovery -of the RES compliance costs in a subsequent general rate
proceeding will be reserved to that proceeding, inctuding the prudence of the
costs for which rate recovery is sought and the period of time over which any
costs allowed rate recovery will be amortized. Any rate recovery granted to
RES compliance costs under this alternative ‘approach will be fully subject to
the retail rate impact requirements set forth in section (5) of this rule.
This section of the regulation describes exactly the alternative approach that Ameren
Missouri has chosen fo pursue in this rate case.
D. Ameren Missouri's decision to request an AAO in this case instead of the RESRAM
- that Staff would prefer it to have is in full compliance with the provisions of the
Commission's rule.

E. in its reply brief, Staff sets forth an argument that Ameren Missouri's use of an AAO

will aliow it to recover a greater amount of catrying costs than if it were required to use a
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RESRAM.2¥ Staff's argument is not sﬁpported by any téstimony or other evidence in the-
record and furthermore it is irrelevant. The Comm;ssmn s rule spec;f cally allows Ameren
M:ssoun to use an AAQ to defer recovery-of 1ts costs as an aitematfve to recovermg those
costs through a RESRAM‘. Presumably, Ameren Missouri chose fo use the recovery
metl;tod th'at was most favorab[e foit, asitls aiiow'ed to ’do by the regulation. If Sfaff does
not like the alternative alfowed by the reguiation,_i; can ask the Commission to change the
régufation, but for purposes bf this case, the Comrnission is bound by that fégu[at,ion and
dénnot deﬁy Ameren Missouri the use of ité chosen alternative.
Decision:
Ameren Missouri may defer its RES compliance costs through an Aécounting

Authonty Order as permitted by Commission Rule 4 CSR 240-20. 1 00(8)D).

B. If the Commission determines that an AAO is appropriate, should the
Company be authorized in this case to implement an AAO to recover the costs it
incurred for compliance with the RES before the true-up date in this case?’ ‘

C. What amount of solar rebate costs should Ameren Missouri be allowed to
include in the revenue requirement used: to set rates in this case'-’

Findings of Fact:

lntrodugfion:

1. | This issue concerns the amount of RES compliance costs that Ameren Missouri
s'hould be allowed to recovef in this case and means by which it should fo allowed to

recover those costs.
2. The renewable energy portfoiio requirements of the RES law are stilt rather new and
Ameren Missouri has not yei incurred many of the costs that it may u%timaté}y have under

thatlaw. For purposes of this case the only RES corripliance costs in question are the cost

2T Staff's Réply Brief, Pages 64-65,
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- of solar rebates paid by Ameren Missouri to its customers who have instailed or expanded
solar electric systems on the customer’s premises.
3. Staff and Ameren Missouri agree thaf those solar rebate costs should be treated as
an expense item and imrﬁediate!y recovered aé an on-going operations and maintéﬁance
cost.**® MIEC contends the lsolar rebate costs should be amortized ovér a period of ten
ye_ars.z“g |
4, Although they agree that the solar rebate costs should be expensed rather than
amortized, Siaﬁ and Ameren Missouri disagree about the amount that Ameren Missouri
should be allowed to recover.
Specific Findings of Fact:
5. MIEC's witness, Maurice Brubaker, argues that the company’s expenlse of paying
the solar rehates should be amortized over ten years to reflect the minimum ten year
expected life of the installed solar _eqtjipment.zs". He reasons that the company and its.
“ratepayers will benefit from the equipment for at Ieést ten years and therefore the costs that
make that benefit possible should be recovered over feh years,
6.  Ameren Missouyi does not own or operate the solar equiﬁment for which it is
required to pay a rebate. That equipment is the property of the customer who has sole
control and responsibility for them and will primarily benefit from. the use of the .'
equipment.®'  Thus, to Ameren Missouri, payment of the solar rebates is simply an

expense imposed.upgn it by the statute, For that reason, a long amortization period as

248 'Weiss Rebuttal, Ex. 131, Pagé_?&, Lines 2-8.

249 Bruhaker Direct, Ex. 403, Page 20, Lines 8-9.
80 Brisbaker Direct, Ex. 403, Pages 19-20. ;
' Weiss Rebutlal, £x, 131, Page 17, Liens 6-7.
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proposed by MIEC is inappropriate.

7. The other half of this issue cancems the amouﬁt that Ameren Missouri~ should be
allowed to recover for past solar rebate paymerité‘ and how much should be inc_:iuded. in
rates as a going-forwérd expense. ' |

.8 ~ inthe 2010 caiéndar' year, Ameren Missouri incurred $487,?8é in solar rebate costs.
Staff watild aflow Ameren Missouri to include that amount in rates oﬁ a going forward
basis.? During the twelve months ending on the trﬁe-up date of February 28, 2011,
Ameren Missouwri incurred $885,266 iﬁ solar rebate costs. Ameren Missouri aské‘ the
Comnj'ission to include that amount in ratés on a going forward basis. 2%

9. The fact that solar rebate costs are '.substantiaﬂy higher for the twelve months ending
at the February 28, 2011 true-up date than they were for the 2010 calendar year indicatesl
that such costs are increasing. For that'rea_son, Ameren Missqe;ri's actqai expenses
'through the true-up period are a better iﬁdicﬁétor ofifhe amount.éf expenées the cdmpany
- “wiil .Iikely incur going forward and forward iooking rétéé should be Saseé bn that amount,
10. Another aspect of thts issue concems whether Ameren Missouri should be permetted
to accumulate inits AAO the solar rebates paid from the begmnmg of the program until the
_new rates become effective in this case.

11.  The treatment of its solar rebate expenses proposed by Ameten Miséouri is
appropriate because the company started to incur those expenses after the c_ompany;s last
rate case and, {herefore those expénées were nqt reflected in the rates established in that

case. The recovery of those costs and the others deferred in the AAG will then be decided

*2 Yranscript, Page 2192, Lines 1-4.
253 Weiss True-Up Direct, Ex. 174, Schedule GSW-TE18-110.
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in the next rate case.®

12, Staff suggests that those costs should not be accumulated in the AAO but should
instead be recovered in this rate case. But Staff does not offer a speéiﬁc recommendation
abogt how that recovery should be accomplished. |

13.  The Commission finds that Ameren Missouri shall accumutate.the amount it has paid
for solar rebates from the beginning of the program until new rates become effective in this
case. The recovery of those casts and future costs deferred in the AAQO will be decided in
Ameren Missouri's next rate case,

Conclusions of Law

A _ Ameren Missouri has paid rebates o its customer who- have installed or expanded
'soia}r power equipment pursuant fo Section 393.1030.3_. RSMo {Supp. 20103, which
requires electric utilities to: “make available to its retail customers a standard rebéte offer of
at ieast two dollars per installed watt for new or expanded solar electric systems sited on
customers’ premises, up to a maximum of twenty-five kilowalfs per system, that become
operational after 2009.”

B. Staft argues that Ameren Missouri's solar rebate expenses for the 2010 calendar
year should be used to estabﬁsh the company's rates going forx}vard because Commissioﬁ
Rule 4GSR 240-20.1@0(5}(A) requires that the retail rate impact for purposes oft
determining whether the 1 percent cap has been ‘exceeded is o be "calculatad on an
incremental basis for each planriing year...". queverl the regulations requirement for the
use of a planning year tq calculate retail rate impact does not mear} that the Commission

must also use a planning year to determine an appropriate amount of expense fo include in

24 Weiss Rebutial, Ex. 131, Page 16, Lines 13-23.
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rates on a going forward basis.

- Decision:

Ameren Missburi -shatf incit;de $885,266 in its rates for ohgoing solar rebate
expenses. Ameren Misséuri shall accumulate in an'AAC the amount it has paid for solar
rebates from the beginning of the program until new rates become éffectiv_e in this case,

' The recovery of those costs and future costs deferred in the AAQ will be decided in Ameren
Missouri's next rate case.
| 11. Union Issues:

A Does the Comm:ss:on have the authonty to order Ameren Missouri to do
the fonowmg .

{1} Instituie or expand its tratning programs within specified time periods as a
means of mvestlng in its employee infrastructure?

(2) Hire specific additional personnel within spemfled time pertads as ameans
of investing in lts employee infrastructure?

(3) Submit to a tracker for its energy delivery distribution system?

(4) Submit to a tracker to address the need and efforts to rep!ace the aging
workforce’9

(5 Ekpénd a substantial portion of the rate increase from this proceeding on
investing and re-investing in its regular employee base in general, including hiring, .
training and utilizing its internal workforce to maintain its normal and sustained

workload"

(6) Use a portion of the rate increase from this procesding to repiace
equipment, wires and cable which have out lived thelr anticipated hfe?

B.  If the Commission does have the authority, shouid it order Ameren
Missouri to take one or more of the steps listed above?

101



Findings of Fact:

Introduction:

1. The various unidns that represent some ofA‘me'reh Missouri's employees appeared
at the hearing fo support. the company’s request for a rate increase. However, they asked
the Commission fo order Ameren Missouri to spend more money on employee training and |
to take specific step$ to increase its internal workforce so that it will use fewer outsidé
contractc;rs and fo fepiace an aging workforce. The Unions also ask the Commission {o
order Ameren Missouri to spend more money to replace aging infrastructure. Ameren
Missouri contends it is currently providing safe and adequate service and argues the
Comumission has no authority to manage the day-to-day affairs of the company.
Findings of Fact: |

2. Michael Walter is the Business Manager of International Brotherhood of Electrical

Workers Local 1439, AFL-CIO.® He testified that he is concerned about Ameren
“Missouri’s ability to deal with an aging infrastructure and an- aging workforce.2® . In
particular, he Is concerned that Ameren Missouri has not spent enough on traihing new
workers and as a result has over-relied on outside contractors to ben‘orm normal and
sustained work.2® In particular, Walter is concerned that Ameren Missour's trained work
force is aging and he sees a need. for increased fraining of new workeré capable of_ _

stepping in when the current workforce retires.*® He asks the Commission to require

- % Walter Direct, Ex. 850, Page 3, Lines 3-4.
%% \waiter Direct, £x. 850, Page 3, Lines 25-26.
27 \Walter Direct, Ex. 850, Pages 5-8.

2% \Walter Direct, Ex. 650, Page 4,
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Ame.ren Missouri to spend a portion of ité ra’_ce increase to imfﬁrove fraining and incréase the -
portion of the workload performed by its internal ‘.ﬂw.'(ﬂark\forc:e‘25g |
3. in respanse to the cqncerns_'expreésed by t‘he'Unions, Commissioner Davis asked
* Ameren Missouri's witneéses if the company could use extra money for training of its work
force. fhe witness repfied that additional money' could be used- to institute a heavy
underground apprentice program.®® Héavy underground training involves industrial type
routing of underground electric lines in the downtown drea.® The witness testified that
$1,250,000 would be needed for that purpose and explained tﬁat that amount would buy
needed equipment and woutd be sufficient to hire nine new journeymen, & supervisor, and
- a trainer, %% | | | _ i
4. The Commission finds that the evidenice presentéd by the union witnesses does not
demonstrate that Ameren ‘Missburi has failgad to supply safe and adequate service to zh;e
public. Furthermore, for réasons fully expiained inits Conc!usion_s of Law, the Commission
B “does notr hé.s}e the _authbrity to dictate the manner in which Ameren Missouri conducts its
husiness. Therefore, the Commissioh will not atternpt to dictate to ihé company regarding
iés use of outside contr.éc‘tbrs.‘ V |
8. | However, the unéon witnesses and Ar'ner'en.Mi‘ssouﬁ agrée that theAre isa ﬁeed for
improved training. On that basis, the Commission finds that there is a need for additional

training to meet the need for skilled heavy underground workers.

25 \Walter Direct, Ex.650, Pages 7, Lines 28-43.
29 Transcript, Page 2306, Lines 3-17.

21 Transcript, Page 2278, Lines 15-18.
- *2 Transcript, Page 2307-2308,
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B. Therefore, the Commission will add $1.25 miltion to Ameren Missouri's cost of
service to fund increased training staff. )

7. The Commission v'vanis to ensure that all‘p‘artieé are satisﬁéd that the additional
training money authorizéd by this order is well spent. Therefore, the Commission will
crea_te a Training Advisory Group inttially including Ameren Missouri, the Unions, Staff, and
Public Counsel. Other entities may also participate if they wish fo do so. The Training
Advisory Group will provide input o Ameren Missouri on the design, implementation, and
evaluatién of the company's additional training programs authorized under this and
previous rate case orders. [f the Training Advi_sory Group is unable to reach agreementon
any issue related fo the tréi_ning programs, any member may petition the Commission for |
further direction.

8. The Unions also ask the Commiission to require the company to compile information
about its aging electric distribution system and its aging 'workforce and 1o submif periodic
“reports to the Commission’s Staff. The Unions did not present any detailed evidence about
the information that would be contained in such reports, nor did they demonstrate any need
for such reports. The Qoénmission’s Staff is able to obtain any information it may want or
ﬁeed from the company without the need and expense of creating anyadditionél report.ing
requirements. | | |
Conch_lsions of Law:

A. . The Commission has the authority fo regulate Ameren Missouri, including the
authority to ensure that the uility provides safe and adequate service, However, the .
Commission does not have authority to manage the company. In the words of the Missouri

Court of Appeals,
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The powers of regulation delegated to the Commission are: édmprehensive
and extend to every conceivable source of corparate maifeasance. Those
powers do not, however, clothe the Commission with the general power of
managerment incident to ownership. The. ufility retains the lawful right to
manage its own affairs and conduet its busiriess as it rnay choose, aslongas
it performs its }egai duty, complies with lawfut reguiation, and does no harm
to public weifare.”®
Therefore, the Commission does hot have the authority to dictate to the company whether it
must use internal-workforce rather than outside contréctors to perform the work of the
company, nor does the Commission have the authority ta direct the company to spend a
portion of the rate increase to replace specific items of equipment.
Decision:
The evidence presented by the union does not demonstrate that Ameren Missouri
has failed to provide safe and adequate service and the Commission will not dictate to the
- company whether it must use its internat workforce or outside contractors to perform the
company’s work. However, the Commission will add'$1,250,000 to Ameren Missauri's cost
“of sefvice to fund increased training for heavy underground work.
12. Property Tax:
A. What amount of property tax éxpense }-elating to the Sioux Scrubbers and
the Taum Sauk additions the Company seeks to put in rate base in this case should

the Commission include in Ameren Missouri’s revenue requirement for ratemaking
purposes?

Findings of Fact:
Iintroduction:
1. Ameren Missouri pays property taxes on property it owns in _Mis_souri, lilinois, and

fowa.®* In a stipulation and agreement that the Commissian approved in this case, the

%33 State ex rel. Harfine v. Public Serv. Com'n, 343 S.W.2d 177, 182 (Mo App. 1860)
264 Transcnpt Page 1285, Lines 23-25.
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parties agreed that Ameren Missouri's revenue reqﬁiremenf in this case would include at
least $119 million for paymént of such property taxes, based on the amount of property '
taxes the company paid in 2010._'.265 That stipulation and agreement h.owever excluded from
the settlement additional. property faxes related to the Sioux scrubber anq Taum Sauk plant
addi.tions‘ Ameren Missouri and Staff propoée to allow the company to inciude an
additional $10 million in its revenue requirement for those additional property taxes. MiEC
proposes to disallow $2.5 million of additional property taxes associated with the Taum
Sauk rebuild and $7.5 million associated with the addition of the Sioux Scrubbers.”® That
is the basis for this issue.

2. The Sioux scrubber and the Taum Sauk plant additions went into service in 2010,
That means they became subject to the sfate of Missouri's property tax assessment in
2011, Property tax on property owned on January 1 must be paid by December 31 of the
same year.® That means Ameren Missouri will not pay the additional property tax
"associated with the Sioux scrubbe-r and t_he Taum Sauk plant additions until December 31,
2011, ten months after the close of the true-up period for this case.

3. Atthis point Am_erén Missouri cannot know the exact amount of additionat taxes it
will owe for the Sioux scrubbér and the Taum Sauk plant additioné because it has not yet
~ received tax bifls from the various cotinty assessors, it will not receive those fax bills until
September, October, and November.2%® |

4, Before-the Sioux scrubber and the Taum Sauk additions were put in service they

%% First Nonunanimous Stipulation and Agreement — Miscellaneous Revenue Requirement lfems,
filed May 3, 2011, - y o

%8 Meyer Direct, Ex. 400, Page 18, Lines 1-8.
%7 Weiss Rebuttal, Ex. 131, Page 2, Lines 18-23,
2 Transcript, Page 1306, Lines 5-10. '
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were subject {o property tax aé construction work in progress. Forreguiatory accounting
pu'rposes, property taxes on construction work in pragress Is removed from the cpmpahy's :
expenses and instead treated as a capital item' that the company recovers through
- depreciation over the iifé of the plant.*®® Since the Sioux scribber and the Taum Sauk
addit'ions were still treated as construction work in progress for purposes of the 2010 tax
assessments, they wére not included in the company's $119 milfion property 'tax hill for
~ 2010 for regutatory purposes. Thus, the Sioux scrubber and the Taum Sauk additions will
be entirely new taxed i_tems. for purposes of'determining the ambunt of Ameren Missouri’s
property tax bilf that can be recqvered as an expense. |
5. ‘ Generally accepted accaunting principles (GAAP) f_equire Ameren Missouri to begin
accruing its 2011 tax ‘fiabilities on its books at the beginning of the year. Thus, by
December 31, 2011, the company will have éxpénéed its entire 2011 (ax_ payments *'
g, - The amount Ameren Mfssouri expenses for iaxes_ under the GAAP requirementé is
. “based on ptant investment on January 1. Average tfax rates from 201G, adjusted for
- estimated changes in tax rates for 201 1, are appliedl to the plant investment amount to
_determine estimated tét_é? taxes for 2011, Ameren Missouri's Manager of Regulatory
Accorunting, Gary Weisg, testified that that amount is usually fairly accuraie.?” That is the
same methad that Staff and Ameren Missouri used to calcutate 2011 taxes for this case.””

7. As a general principle, expenses must be known and measurabie before a utility will

be altowad to recover those expenses in rates. That does not mean an expense must be

2 Transcript, Page 1321, Lines 13-20.
270 Transcript, Page 1319, Lines 17-19.
. ¥ Transcript, Page 1323, Lines 7-18.
2 Welss Rebuttal, Ex. 131, Lines 15-22.
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known precisely to be included in rates. For example, on this very issue, the parties agreed
that Ameren Missouri's lax expenses to be included in goihg forward rates would be bésed
on the company’s 2010 tax bill, even though it is apparent that thosé taxes may change in
futuye years, | | |
8. | MIEC questioned Ameren Missouri's witness, Gary Weiss, about a document from
his work papers pertaining to 'the Sioux s_cfubber. That document contained the foltowing
disclaimer: “We cannot determine with accuracy the anticipated 2011 property faxes
pertaining to the Sioux scrubber since fhe accounts involved are slate assessed
property.”™® MIEC contends that this disclaimer is an admission by Ameren Missouri that
the 2011 prope_r{y taxes in question are not known and measurahble, and thus not”
recoverable.
g. However, Weiss explained that the document th_at includes the disclaimer was
createdin ear!y 2010. Ameret;x Missduﬁ property tax department added the disclaimer ata
“time when the company did not yet have the 2010 assessment and tax rates. He testified
‘that the compény now has the January 1, 2011 assessment and actual taxes paid in 2010,
As a résuit, he is now confident in the company’s estimate of 2011 taxes.*® The
Commission finds that t.ﬁe disclaimer on the document is not dispositive of this issue,
10. In éonsidering whal expense should be treatéd aé known and measureable, it is
important to keep in mind the underlying purpose of the Comrmission's ratemaking process. -
The Commission is not setting ratesldesigned to allow the company fo re-cover'past
expenses. Rathek, the Commission is using hiétoricai cost data based on a test year to

 determine a just and reasonable going-forward rate that will afford the -company a

. R Ex. 415. .
274 Transcript, Page 1324, Lines 5-18.
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reasonable opportunity to recovér its costs and earn é p'roﬁt.
11, Itis known that Ameren Missour will pay additionat property tax now that the Sioux
* scrubbers and the Taum Sauk additions-are in éé'rvicé and have been assessed for tax
purposes. Ameren Miésouri Is already accruing those tfaxes on its books and has
reasonably determiried the amount accrued based on the known value of the property and
| adjusted 2010 tax rates. For purposes of determining a reasonable rate, the Commission
finds that the additionat taxgs Ameren Missouri will pay for the Sioux scrubbers and the
Taum Sauk additions are known and measurable. The additional $10 million'in property
tax expenses associated with those additions shall be included in the company’s revenue
requirement.
' .Conciusions of Law:
A, Missouri Relailers Associatior; arguéé that Ameren Missouri's property laxes
attributable to the Taum Sauk additions are not known and measureable because the focal .
) .- “taxing authority may have to decrease ité tax levy based on the increased valuation of the |
propenty under Section 13?’.0?3.2, RSMd 20100. However, that statute provides that a levy
rofiback is not required wﬁen.the increased valuation results from “new construction and
improvements.” Thus, the levy roliback provision would not a-pp'iy‘ to the Taum Sauk
addition.*”® |
Decision:

The additional $10 million in properly lax expenses associated with the Sioux
scrubbers and the Taum Sauk addiﬁ;ms shall pe" included in the company’s revenue.

" requirement,

2" Transcript, Page 1293, Lines 12-21.
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B. Should the Commission order Ameren Missouri to refurn to its customers
any reductions that the Company receives in its 2010 property taxes?

Findings of Fact: |

12, Ameren Missourihas appealed a pé'mon ofvi.ts 2010 state property taxes to the State
Tax Commission. The company has paid the full amount of those taxes, but $28!883.742
of that payment is being held in escrow pending the results of the appeal.7® If Ameren
Missouri prevails on its appeal, its 2010 taxes, as well as future tax biils could bé redyced
by an unknown amount. No héaring date has yet been set on the tax appeal.?’’

13.  Ameren Missouri has agreed to {rack any possible tax réfunds. Staff asks thé
Commission to order Ameren Missouri in this case to credit any tax refund it ultimately
receives to its ratepayers. Ameren Missouri contends‘the Comimnission should not issue
such an order in this case and should instead simply allow the company to track the refund
and wait untit a future case to determine how any r_efund received should be handled,

| _ Specific Findings of Fact: |

14.  The only question before the Commission at this time is whether {o order Ameren
Missouri in this case to fetum any tax refund it may receive 1o its customers. There is no
disagreement abaut Ameren Missouri's duty to track thatfefund. if Ameren Missouri does
recei\}e a tax refund, then the Commission would certainly expect that the company would
return that refund to its customers who are ultimately paying‘ the tax bill. It is hard to
imagine any circumstance in which such a refund would not be ordered. However, such an

order must wait uniil a future rate case in which that decision will be presented to the

Commission.

" 276 gyaff Report — Revenue Requirement / Cost of Service, Ex. 201, Page 91, Lines 10-13.
- 77 Transcrigt, Page 1315, Lines 13-15. ' : ‘
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15. Any such order the Commission could issue in this case womd_bé iheﬁecﬂve, aé this
~ Commission cannot bind a future Commission. At this time, the Commission ¢an only order
Amgaren Missouri to frack any possible refund. A dé‘ciéion about howlény such taxrefund is
to be handled zﬁust be left to a future rate case. |
Coﬁﬁlusions of Law:

There are no additional conclisions of law for this issue.

Declsion:

Ameren Missouri shall trac_:k any state tax refund.it receives_ because of its appeal of
Jits 2010 assessment. The Commission will decide m a future rate case how any such,
refunds are to be handled. 7 |

13. Rate Design/Class Cost of Service

A. Class Cost of Service:

{1} Which of the proposed class cost of service methodologies — the 4 NCP-
A&E methodology, the Base Intermediate-Peak methodology, or the 4P-P&A
methodology — should the Commission use in this case to allocate Ameren
Missouri’s investment and costs among the Company’s various rate classes?

(2) What methédoiogy shouid the Commission use in this case to allocate -
Ameren Missouri's fixed production plant mvestment and operation and .
maintenance costs?

B. Rate bésign:

{1} To what extent should the Commission rely on the results of a class cost of
service study in apportioning revenue respons:bihty among Ameren M:ssour: s
customer classes in this case? _ . .

(2) What amo'unt of increase or decrease in.the revenue responsibilities of
Ameren Missouri’s customer classes should the Commission order in this case?
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Findings of Fact:

Introduction:

1. After the Commié_sion determines the amouht. of fate incfeasé that is nece_s.sary, it
must decide how that ra.te increase will be spread among Ameren Missouri's customer
classes. The basic principle guiding that qecision is that the customer class that causas a
cost should pay that cost.

2. During the course of the hearing, Public Counsel, MIEC, AARP, the Consumers
Council, MEUA, MEG, and the Missouri Retallers Association filed a nonunanimous
stipulation and agreement that reached an agreement on how the rate in;:rease should be
allocated {o the customer classes. Ameren Missouri and Staff did not sign the stipulation.
and agreement but do not oppose the campfomise agreement. The Municipal Gréup,
howev'er, does oppase that stipulation and agreement. |
3. Because of that opposition, the Commission cannot approve the stiputation and
“agreement, Nevertheless, all signatory parties testified that they continue to support the
compromise described in the stipulation and agreement. That stipulation and agreement
continués to represent tI;\'e position of the sighatory parties and the Commission can
consider that position as it decides this issue.

4. Ameren Missouri has seven customer classes.””® The Residential class is
comprised of residential households. The Small General Service and Large General
Service classes are comprised of commercial operatiéns of various sizes. The first threej‘
classes receive electric sewice_at a low secoﬁdary voltage level.: The Small Primary

Sarvice and the Large Primary Service are larger indgstrié!loperations that receive their

8 Gooper Direct, Ex. 133, Page 4.. Lines 4-18.
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electric service at a high voltage level. The Large Transmission Service class takes service
at a transmission voltage level. " Noranda Aluminum is the only rﬁember of the Large
Transmission Service qfass. The seventh custo'rﬁer c!a'sfs is the Lighting Service ciass,
which includes area and‘ street lighting.
Spe&ific Findings of Fact:
5. To évatuate how hest to allocate costs among these customer classes, four parties
prepared and presented class cosi of service studies. The studies presented by Ameren
Missouri and MIEC used versions of the Average and E.xcess Demand Allocation method
(A&E). Staff used a Base, Intermediate, Peak (BIP) methad, and Public Counsef used a
~ Peak and Average Demand Allocation methold. -
- 6. The foliowing chart compares the results of each of the class cost of service studies,
~ indicating the perceht change in class revenues required {o equalize class rates of return,
as well as the dollar émbl.‘snts"needed fo bring a class to its indicated cost of service. A
7‘ -~negative humbéru_means the class is baying more than its indicaled share of costs. A

poéitivg number means the class is péying less than its indicated share, All dolfar figures

are in millions.
Study Rasidentiat | Smail Large Large large . Lighting

. : _ General | General | Primary | Transmission

. Service Service Service Service
Staff =¥ 13.21% -1.78% -8.52% -B.42% 1-1.84% 21.02%

' $144.6 $(5.0) ($60.4) (311.5) $(2.3) $6.5
Ameren 6.95% -8.77% -8.94% -1.42% 5.60% 1 22.41%
Missouri®® 1 $76.0 . ($24.6) 1(363.7) {($2.8) $7.8 $7.0
opC® 3.12% -11.22% |-5.69% |6.34% 18.85% :
‘ $34.1 (331.4) | (3404) {3113 $26.3

278 Staff Report — Rate Design and Class Cost of Service, Ex. 204, Page 3, Table 1.
0 Ex. 861, ' : ‘ -
#% Kind Direct, Ex. 301, Attachment A,
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MIEC?? 9.7% -7.3% -10.4% B.7% -5,0% 24.9%

$106.0 | (520.5) {(574.3) {(8122) |($6.9) $7.7

For example, Staff's stuc_iy indicated the Résidehtiéi;ciass is currently paying $1 44;_;3 mitlion
less than Ameren Missoﬁri's cost to serve that class. In contrast, éccording to Statf's study,
the Large General Service ctéss is currently paying $60.4 million more than Ameren
Missouri's cost to serve that class. Although the exact numbers vary among the various
studies, all the s;udies agree that the Residential class is currently paying substantially fess
than its cost of service and that the other classes are currently paying more than their cost
of service. ‘

7. The studies presented by Staff, Ameren Missouri and MIEC show that the Large
Transmission Class is currently paying rates that are near its cu;rent cost of service. Public
- Counsel's study however shows the Large'Transmissioh. Class as paying 18.83 percent
{ess than its cost of service., However, Public Counsetl's study uées an Average and Peak
“allocation method that the Commission has rejected as unreliable in previous cases.®
8. . Noranda Aluminum, which is the sole merber of the Large Transmission Class, runs
its a!ﬁminum smelter al é'constant rate, 24 hours a day, 7 days a week. Therefore, its
usage'bf electricity does not vary significantly by hour or by seas'on. Thus, while it uses a
lot of efectriéity, that Llsage does‘ not cause demand on the system {o hit peaks for wﬁich
the utifity must build or acquire additional capacity. Another customer class, for example,

the residential class, will contribute fo the average amount of electricity used on the system,

22 prubaker Direct, Ex. 404, Schedule MEB-CQS-5.

23 10 the Matter of Union Electric Company, d/b/a AmerenUE's Tariffs fo Increase its Annual
Revenues for Electric Service, File Number ER-2010-0036, Report and Order, May 28, 2010, Page
85. . : .
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but it will also contribute a great deal to the peaks on system usage, as residen_tivai usage

M!i teﬁd fo vary a great deal from season to'season, day to day, and hour to hour.

9. To recognize that pattern of usage, the'Average and Excess method ‘used by

Ameren Missouri an& MEIEC in their studies separate;ly allocates energy cost based on the

averége usage of the system by _’the various customer classes. It iheh'ailocates the e'xcess '

of the system peaks to the various custémer classes by a measure of that class’

contribution to the peak. In other words, the average and excess costs are sach allocated

" to the customer classes once. o

- 10.  The Peak and Average methqd, in contrast, initially ailécates avefage costs to each

class, but then, instead of aliocating just the excess o; the peak usage period to the various

- cost causing classes, the mefhod reaifocates 'fhe entife peak usage fg.the classes that "

contribute to the peak. Thus, the classes that contribute a large amount to the average

~ usage of the system'but'add little to the peak, have their average usage allocated to them a

"-second time. Thus, the Peak and Average method double counts the average system

usage, and for that reason is unrefiabte.2® n particular, it tends to overstate the class

revenue respon.sibiiity‘ofn‘ the Large Transmission Class and therefore Public Counsel's
finding that that class is- significantly under 6ontributing is especially unreliable,

11, Ingeneral, it is important that each customer class carry its own weight by payiqg

rates sufficient to cover the cost to serve that class. That is a matter of simple fairness in

that one customer class should not be required to subsidize another, Re.qu.iri'ng each.'

customer class to cover its actual cost of service also encourages cost effective utilization

4 Brubaker Rebuttal, Ex. 405, Pages 4-8,
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of electricity by customers by sending corréct price signals to those customers.?®
Howevér, the Commission is not réquired fo precisely set rates to match the indicated class
cost of service. tnsteagi, the Commission has a great deaﬁ of discfetioﬁ fo set just aﬁd
reasonable rates, and carn take into account other factors, such as pubﬁc acceptance, rate
stability, and revénue stability in setting rates.
12.  Ameren Missouri proposed that any rate increase should be allotted equally to each
customer class. In other words, each ciéss would receive the system ave_rage percentage
increase.®® Thatwauld leave the existing disparities revealed in the class cos:t of service
studies unchanged. . | | -
13.  Staff proposed that small adjustments be made to shift revenue responsibility from
- the classes that are paying n‘iore than their share_ to those that are paying too little.
Spepiﬁp,ally, Staff recommends that the Residential and Lighting classes receive the system |
average percentage increase plus one percent. The Large General Service / Small
“Primary Service classes would receive no increase for the first $30 million in increased
rates and the system average thereafter. Finally, Staff would have the Commission give
the Small General Ser\(icé an_d Large Transmission Service classes the system a\rerége
increase.?® |
" 14, MIEC proposed tha: the Residential and Lighting classes receive a revenue-neutral
" increase with the other classes receiving decreases {0 bring each class closer to its actual

cost of service. 28

285 Cooper Direct, Ex. 133, Page 17, Lines 1-12,

*% Cooper Direct, Ex. 133, Page 19, Lines 1-2.

27 Staff Report -Class Cost-of-Service and Rate Design, Ex. 204, Page 1, Lines 2-20.
%% Brubaker Direct, Ex, 404, Schedule MEB-COS-6. | ) |
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15. Finalty, PuBiic Counsel recommended that the Commission m'aké no édjustment to
the residential class but proposed revenue neutral shifts sufficient to move each other
class' revenu;es half-way toward that class’ cost af service. |
16. The étip'utation aﬁd agreament to Which the Municipal Group objected would shift

revenue responsibility tb the Residential and Lighting classes in the‘ following manner:

Rate Class . Current Revenues R'evenUe inbrease Percent Change
Residential | $1.009,447,000 | $21.989.000 | +2.00%
| St Gen. ServiceA‘ $278,880,000 ($4,QS7,300) T.78%
{arge Gen. Service /| 8710.944.000 ($12.624.000) | -1.78%
-+ Smali Primary ; ‘ ' : ,
Large Primary $178,643,000 {$3,175,000) -1.78%
Large Tra_nsmiésion $139,472,000 ($2,479,000) -1.78% ‘
MSD 584000 “T00%
Lighting $31,1?1,oooj $1',24'7,‘000 | +4.00%

| !h other words, the Residelnﬁal c!asé‘ rates Wéuld increase 'by 2 percént oh g reivenue-
neutral basis and thé L_ighting class’ rates would inc’réasé by 4 peréen_t on a revenue-
neutral basis. All othlér' classes would see their rates decline ‘by 1 '.?8 ﬁercent on a reveriue-
neuiral basis.. -

17, The stipulation and agreement, now the joint position of the signaiory parties, further
provides that any overall iﬁcreaée grarﬁed to Améren Miséouri as g résult of this rate case

would be implemented on an equal perce_mt; across-the-board basis and added fo the

) ' 29 Kind Direct, Ex. 301, Page 7, Lines 6-22.
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described revenue-neutral adjustments to determine each class’ total increase relative to
cﬁrrent rates. |

18.  The stipulation and agreement, now the jeint position, also.provides that no class
should receive an overAéH rate decrease if any other class is receiving an olveralt‘raté
incréase. In such a circumstance, the class receiviné that decrease would bé held at ifs
current rates with the avoided decrease spread equétty'a_mong the remaining classes
receiving revenus-neutral decreases.

19, The reallocation of revenue responsibility the signatoriesagreed toin the sﬁpuiation
and agreement, now their joint position, bears some resemblance to the results of all the
submitted class cost of service studies. Most notably, all the submitied studies indicéte that
{he residential class is paying substantiaily less than it§ actual revenue fesp‘onsibility. The
stiputated position would bring that revenue class closer to ‘its actual cost of service.

20.  The party that objected to the stipuiation and agreement, the Municipal Group,
“represents the members of the Lighting class, which would receive a 4 percent revenue-
neutral increase under the stiputation and agreement. Understandably, the Municipai
Group wouid prefer a system a\}erage across-the-ﬁoard increase as proposed by Amereﬁ
Missouri, However, ther.e are circumstances that justify a farger than average increase for
the Lighting class. |

21, InAmeren Missourf's last rate case, ER-2010-0036, the_Municipat Group complained
- that neither Ameren Missouri, nor any other— party had berférmed a class cost of service
study that would deter.mine the reasonableness' of the rate charged to the Lighting ctass.A
For many years, Ameren MissouriAand the other parﬁés to its rate caseé had ignored the -

Lighting class in their studies because of iis ihsighiﬁcant'siie compared to Ameren
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Missourl’s over-all customer base. As a reéuit, the Commissién found that the Lighting -
class had been given rates that “may or rﬁay not bear any résembiaﬁce to the costto serve
that c!;ss."zgo On that baéis, the Commission ,e:&é‘mpted the Lightirfg class from the rate
increase that resulted from that Report and Order and directed Aﬁieren Missouri to include
the Lighting class in its next class cost of senﬁce study. | ‘

2_2. "Ameren Missouri and the other parties inéluded the Lighting éiass in their class cost
of service studfes for this caser and those studles indicate that the Lighting dtass is nét
currently paying its fult Cést of service. According to Staff's siudy, the Lighting class’ rates
would have to be increased 21.02 percent to bring in sufficient revenue from that class to
cover the cost to serve that class, Amereﬁ Missot}ri-‘s siudy sets the necessary increase'ai
22.41 percent, and MIEC's study was even higher at 24.9 percent. Considering the resuits
| of those étudiés, the 4 percent revenue-neutrat increase aiiot‘ted to the Lighting class by the
stiputation and agreement / joint position is qﬁite reasonable, A

.‘Conc!usions of La;ﬁlt |

A Commission Rule 4 CSR 240-2.1 15(2)(D) provides that a nonunantmous stiputation
and agreement {o which?an objection is rf]ade is 1o be treated as a joint position of the
signatory parties, except that no party is bound by the agreement.

B. The approach-the Commission must take when considering a nonunanimous.
stipulation and agreement to which an—objecﬁon Is made is further described' in a 1882

 decision of the Missouri Court of Appeals. - In Sfafe ex rel. Fischer v. Public Service

% In the Matter of Union Electric Company, d/b/a AmerenUE’s Tariffs to Increase its Annual
Revenues for Efectric Service, Fite Number ER-2010-0036, Report and Order, May 28, 2010, Page’
a8, e
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Commission,™" the Court held that when considering a nonunanimous stiputétic;n and
agreement the Commission must recagnize all statutory reqruiremehts, including the r_ight to
be heard and to introd\jce evidence, F urt_hermore'.‘the Commission;s decision must be in
writf_ng and must inciude‘ a;iequate findings of fact. |

A Dec;'sion:

The Commission accepts the joint position advocated by the parties representing the
vast majority of Ameren Missouri's customers and accepted by Ameren Missouri and Staff,
The Commission’s acceptance of that joint position will result in a reasonable adjustment of
rates to brihg alf parties closer to their actual cost of service,

(3) What is the appropriate monthiy residential customer charge that should be
set for Ameren Missouri in this case? '

Findings of Fact:

Introduction:

' 23, The monthly residential custemer charge is the portion of the customer’s bill that is
‘independen't of the amount of electricity used in the month. ltis the amount the customer
'must pay just to remain a custome} of Ameren Missouri. [n general, consumer groups-
prefer a [ow customer charge reasoning that customers want to be able to fower their costs
if they use less electricity. The utility, including Ameren Missouri, prééers a higher customer
charge because the customer charge allows the company to recover its fixed costs with
- more certainty regardless of how much electricity the customer usesin a month_. Currently
Ameren Missouri's monthly residential customer charge is sét-_at $8.00.

 Specific Findings of Fact;

24,  The various class cost of service studies exérhiné the amount of charges that should

21 545 S.W.2d 39 (Mo. App. W.D. 1982)
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approp'riately be collected from customers thrqugh the fixed monthly cusiomer charge.
Ameren Missouri indicatés its study would support a residentiai_ custamer charge of
- approximately $18. However, Ameren Missouri's Witness recommended that the customer
charge be increased only to $10.2%
25. | Staff's witness indicated his class cost of service study wou‘id‘support a monthly

customer charge of $9.67, but he recommended the customer charge be increased to only
$9.00 to avoid a large impact on resi\dentiat customers.?®
26.  The nonunanimous stipulation and agreement on class cost of service issues
provides that the residentialr customer charge would remain at $8.00, wﬁth the remainihg'
revenue assigned fo the residential class to be ailocéféd_to volumetric chargss.
27.  Although the Municipal Group objected to thé stipu!étion and iagreer-nent, the
stipulation and agreement still repreéents the joint position of the signétory parties. Despite
their.earlier- positions advocating an increase in the cUstofner c';hérge, neither Ameren
- Missouri nor Stéﬁ raised any obje‘ctié)n to the stipulafion and agreement. FUr‘thermo’rei
éfthoug_h the Municip'af Group objected to the stipufation and agreement as a whole, it
expressed no'obpb‘sition'. to the ég}'égament to leave the résidential customer charge at
$8.00. |
_ Cénclusions of Law:

There are no additional conclusions of law for this issue.
Decision:
The cdrrent residential customer charge of $8.0Q per month :s reasonable and shall

be continued.

2 Cooper Rebuttal, Ex. 134, Page 11, Lines 1-7.
299 Staff Repart - Rate Design and Class Cost of Servics, Ex. 204, Pages 19-20, Lines 33-36, 1-3.
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(4) Shou!d AmerenMO be required to eliminate declining block rates for the
residential winter energy charge? If so, should the declining block rates be
eliminated in a revenue neutral manner?

Findings of Fact:
introduction:
28. - Ameren Missouri’s current residential rate design includes a declining block eleme‘nt
for the winter billing season only., That means that during the winter the rate paid for
etéctricity goes down as.more electricity is used. That declining block design benefits
~ custormner who use a lot of electricity in the winter, chiefly customers who use electricity fc;r
space heating in théir home. That design also benefits the electric utility in that it makes
electricity more competitive with other fuel sources for space heating and allows the
cornpany to sell more electricity during off-peak times.
Specific Findings of Fact: -
29.  Astipulation and agreement approved in Ameren Missouri's lastrate case, ER-2010-
'-6036, required Ameren Missouri to conduct a study éddressing the efimination of déclininé
block rates for residential service in a revenue neutral manner and to file the results of that-
study in this, its next ra‘te"case. Ameren Missouri conducted that study and reporied the
resuits in the direct testimony of Wilbon Cooper.?** ‘ |
30.  Ameren Missouri reports that the elimination of the declining block rate woL:ld
. increase the electric bill for customers who use electricity for space heating by roughly five
perc:ent above the overall average rate increase that would otherwise result from this
~case. |f the d_eciiniﬁg block rate design were eliminated and Ameren Missouri were

allowed fo increase its overall rates by 10.8 percent, moAnth!y winter biils would decrease by

294 Cooper Direct, Ex. 133, Pages 25-26.
3 Cooper Direct, Ex. 133, Page 25, Lines 20-23,
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ey

$1.78 per month at 700 KWh, increase by $53.85 per month at 4,000 KWh, and increase by
$157.05 per month at 10,000 kwWh from current rate levels. For comparison, if the same
cverall rate increése’ were allowed and thgdédinfhg block rate were fetairied. the monthly
winter bilis would increase $6.20 per month at 700 KWh, $17.88 per month at 4,000 kWh,
and éss.ss per month at 10,000 kvh,2® |

3 . The Missouri Department of Natural Resources asks the Cdmmission to efiminate
the declining block rates to éncourage energy efficiency and consérvation. arguing that
declining block rates do not send a s.ign'ai to endouragé‘}eduééd usage.?”’ -
372. | Customers who use less than approximately 1;400 kWh ﬁer’ month would see their
‘mohthiy bill decrease ifthe declining black rate was eliminated. Those who use more than
1,400 KWh per month would see their monthly bil increass.”® An average residential
customer uses approximately 1,000 to 1,100 KWh per month.2®" As a result, the customers
who would see increaséd monthly bill would chieﬁy'bé thos'e‘w'ho use electricity for space
“heating.®®

33.  Thereis no evidence in the record to indicate how a phase-in of the elimination of
declining block rates could be _.a\ccorr';piished.3'01 |

" Conclusions of Law:

" There are no additional conglusions of law for this issue.

Decision:

#8 Cooper Direct, Ex. 133, Page 26, Lines 2-7.

~ * Wolfe Rebuttal, Ex. 801, Page 18, Lines 16-21. -
28 Transcript, Page 2385, Lines 13-21.

9 Transcript, Page 2386, Lines 5-8.

% Transcript, Page 2393, Lines 2-6.

% Transcript, Page 2402, Lines 13-18.
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The Commission does not like declining block rates. They do not send a proper -
price signal and tend to encourage the excessive consufnption of etectricity. In addition,
declining block rates méy force residential customers who conserve electricity to subsidize
their neighbors who use“exc-:essive amounts. _

| in the last case a stipulation and agreement required Ameren Misso;,lri to stt_ldy the
efimination of declining block rates. Not surprisingly, Ameren M‘issouri's study concluded
that elimination of the declining block rate would cost the company money and would resuit -
in increased rates for the customers who currently benefit from the rate. MDNR is the bn}y
party that responded to Ameren Missouri's study, but that response deélt— only in
generafities and provided very little detailed information to assist the Commission in actually
evaluating the merits of the elimination of the winter declining block rate.

Unfortunately, there is just not enough evidence in this record to justify a
modification of the current rate desigﬁ. The only thing thatis cleér is that the elimination of

“the declining block rate would have an unfortunate impact onﬂ the rates of those cﬁstomers
who use electricity for space heating. Ifany ;Sa&y wants {o try aéain to eliminate the winter
'declining block rate in _Azﬁeren Missouri's next rate case, they will need to‘provide the
Comhission with more information to justify that change.
THE COMMISSION ORDERS THAT:
1. The tariff sheets ﬂf@d by Union Electric Company, d/t/a Aﬁ‘aeren Missburi on
| ‘September 3, 201(5, and assigned tériff number YE-2011-01186, are rejected.
2. Unic_:n Electric Company, d/bfa Ameren Missouri is authorized to file a tariff -
sufficient to recover revenues aé determined by the Cbmmissio_n in this 'erd'erv.- Ameren

Missouri shall file its compliance tariff no later than Julij, 2011,
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3. Governor Nixon has signed into law Missouri Senate Bill 48, which changes
the pfocédure for parties appealing orders from the. Missouri Public Service Commission,
The new faw took effect on July 1, 2011, -

3 ‘Please refer to SB 48 to become f_amiiiér with the new appellate process. An

‘unofficial copy of the truly-agreed to and finally passed SB 48 may be found at: -

hitp:/imww.senate. mo.gov/1 ’{ihfo!BTS Web/BillText. aspx?SessionType=R&BilllD=4065300
Please refer to the Supreme Court Rules for further guidance. The Commission is
preparing its version of Form 8, which is required by Supreme Court Rule 81.08(a).

4, This report énd order shall become effective on July 23, 2011,

_BY THE COMMISSION

(SEAL) | | o /é/

Steven C. Reed
Secretary

Gunn, Chm., and Jarrett, C,, concur, .
Claytan, C., concurs with separate concurring opinion attached;
Davis and Keriney, CC., concur with separate cancurring opinions to follow.

Dated at Jefferson City, Missouri,
on this 13" day of July, 2011,
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EXHIBIT
Cc

g tﬂ.b.blﬁ‘ }

STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a session of the Public Service
Commission held at its office in
Jefferson City on the 10" day of
August, 2011,

in the Matter of Union Electric Company, d/b/a )

Ameren Missouri's Tariff to Increase Its Annual ) File No. ER-2011-0028
Revenues for Electric Service }

ORDER APPROVING RECONCILIATION OF CONTESTED ISSUES
Issue Date: August 10, 2011 Effective Date: August 10, 2011

Senate Bill No. 48, passed by the General Assembly in 2011, amended Section
386.420.4, RSMo to require the Commissioﬁ to prepare and approve a detailed
reconciliation regarding the doifar value and rate or charge impact of the contested issues
decided by the Commission in this rate case. The law requires the Commission to allow
rthe parties an opporiunity to provide written input regarding that reconciliation,

On July 25, 2011, Ameren Missouri filed a proposed reconciliation along with a
motion asking the Commission to approve that reconciliation. The Commission directed its
Staff to respond to Ameren Missouri's proposéd reconciliation by August 1, and allowed
other parties until that date to respond if they wished to do so. Staff filed its response on
August 1, no other party has responded.

Staff indicated its general agreement with the reconciliation prepared by Ameren
Missouri, but suggested that several additionai charts showing various billing determinants

be included as part of the reconciliation. Ameren Missouri agreed with Staff's suggestion



and on August 2 filed a revised reconciliation that includes the additional billing determinant
tables proposed by Staff.

The Commission finds that the ré_conciiiation submitted by Ameren Missouri on
August Z is an accurate- representation of the revenue requirement impact of the issues
decided by the Commission in its report and order. The Commission further finds that the
submitted reconciliation satisfies the requirements of Section 386.420.4, RSMo, as
amended by SB 48.

THE COMMISSION ORDERS THAT:

1. The Reconciliation of [ssues Decided by the Commission, fited on August 2,
2011, by Union Electric Company, d/b/a Ameren Missouri, is approved.

2. This order shail become effective on August 10, 2011.

BY THE COMMISSION

Steven C. Reed
Secretary

(SEAL)

Gunn, Chm., Davis, Jarrett, and
Kenney, CC., concur.

Woodruff, Chief Regulatory Law Judge



BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of the Tariff Filings of Union

)
Electric Company d/b/a Ameren Missouri, to J  Case No. ER-2011-0028
Increase {ts Revenues for Retail Electric Service. )

AMEREN MISSOURD’S REPLY TO STAFF RESPONSE TO
AMEREN MISSOURY'S RECONCILIATION FILING

COMES NOW Union Eleciric Cémpany d/b/a Ameren Missouri (“Ameren Missouri” or
the “Company”) and hereby replies to the above-referenced Staff Response. In this regard, the

Company states as follows:

1. Staff’s Response indicates that the Staff has no objection to the reconciliation
filed by Ameren Missouri on July 25, 2011, éxcept that the Staff suggests that the three Exhibits
A, B and C filed with the Staff’s Response be made a part of the Commission-approved
reconciliation, The Company agrees.

2, The Company’s July 25, 2011 reconciliation was labeled “Exhibit A One of the
‘documents the Staff recommends be included in the Commission-approved reconciliation is also
labeled “Exhibit A Consequently, the Company is relabeling its reconciliation as “Attachment
£,” so as to avoid confusion. Also, the Staff afforded the Company the courtesy of pointing out
typographical errors in the reconciliation submitted by the Company on July 25, 201 [, The
Company is also taking this opportunity to correct those typographical errors plus one additional
typographical error that appears on the third sheet of the July 25, 2011 reconciliation. That sheet
stated “Issue: ROE 10.75% per Company” and should have stated “Issue: ROE 10.7% per
Company.” Thesé corrections have no impact on any of the figures in the reconciliation.

WHEREFORE, the .Company resubmits the reconciliation originaliy filed on July 25,
2011, modified only as outlined hereinabove, and that now includes as part thereof the three
exhibits the Staff recommends be inciudcd therein, and prays that the Commission approve the
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same as contemnplated by Section 386.420.4, RSMo., as amended by S.B 48, signed by Governor
Nixon on July 1, 2011 and effective on that same date.
Dated: August 2, 2011

Respectfully submitted,

/s/ James B. Lowery
James B. Lowery, Mo. Bar #40503
SMITH LEWIS, LLP
P.O. Box 918
Columbia, MO 65205-0918
(1) 573-443.-3141
(F) 573-442-6686
lowerv@ismithlewis,.com

Thomas VL. Byrne, Mo, Bar #33340
Wendy K. Tatro, Mo. Bar # 60261
Union Electric Company

dfb/a Ameren Missouri

P.O. Box 66149 (MC 1310)

1901 Chouteau Avenue

St. Louis, MO 63166-6149
(T)314-554-2514

(F)314-554-4014
AmerenMoServicefbameren,com

Attorneys for Union Electric Company
d/b/a Ameren Missouri



CERTIFICATE OF SERVICE

The undersigned hereby certifies that a true and correct copy of the foregoing document
was served on all parties of record via electronic mail (e-mail) on this 2nd day of August, 201 1.

fs/James B. Lowery
James B. Lowery




Ameren Missouri

MPSC Case No.ER-2011-0028

Reconciliation of ssues Decided by the Commission

Revenue Requirement impact

ROE

10.2% Per Order
8.75% Per Staff
9.9% Per MIEC
10.0% Per MEG
10.7% Per Company

_Sioux Scrubbers

Disaliowances Per Staff

Taum Sauk investment

“100% Allowed in Rates Per Company

Storm Cost G&M

Per Staff
Per MIEC

Storm Cost Amortization

Allow Amortization Per Company

Properly Taxes Sioux Scrubbers & Taum Sauk

Disaliow Per MIEC

RES Compliance Cost

Per Staff
Per MIEC

Amortization of Energy Efficiency

Per MIEC

173,225,030

91,854,109
156,341,862
162,061,336
201,292,648

Change Revenue

Requirement

(81,370,921)
(16,883,068)
(11,163,694)
28,067,618

(5,044,384)

11,361,682

(2,255,708)
(2,209,371)

207 .429

(10,759,462)

(397,514)
(796,777)

(2,175,057)

Attachment 1



AmerenUE (ER-2011-0028)

lssue: ROE 8.75% per MPSC Staff
Value: ($81,370,921)

impact
Amount Percent

Residential ($37.430,360)  -3.12%
Small General Service ($9,142,765) -3.12%
Large General Service ($16,793,436)  -3.12%
Small Primary Service ($6,4981,157) -3,12%
Large Primary Service ($5,856,612)  -3.12%
Large Transmission Service ($4,572,429) -3.12%
Lighting ($1,082,028) -3.12%
MSD ($2,134)  -3.12%
Total ($81,370,921)  -3.12%
issue: ROE 9.9% per MIEC

Value: ($16,883,068)

Impact
Amount Percent

Residential ($7,766,158)  -0.65%
Smali General Service ($1,896,967) -0.65%
Large General Service ($3,484,349) -0.65%
Small Primary Service ($1,346,804) -0.65%
Large Primary Service ($1,215,146) -0.65%
Large Transmission Service ($948,701) -0.65%
Lighting ($224,502)  -0.65%
MSD (3443} -0.65%
Total ($16,883,068)  -0.65%

Note: Percentages would have {o be carried to additional decimal places to
precisely meet revenue targets.
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Issue: ROE 10.0% per MEG -
Value: ($11,163,694)

Impact

Amount Percent
Residential ($5,135,263)  -0.43%
Small General Service ($1,254,343) -0.43%
Large General Service ($2,303,878) -0.43%
Small Primary Service ($890,555) -0.43%
Large Primary Service ($803,499) -0.43%
Large Transmission Service ($627,315) -0.43%
Lighting {$148,449)  -0.43%
MSD ($293) -0.43%
Total ($11,163,694) -0.43%
lssue: ROE 10.7% per Company
Value: $28,067,618

impact

Amount Percent
Residential $12,911,013 1.07%
Small General Service $3,153,653 1.07%
Large General Service $5,792,631 1.07%
Smalt Primary Service $2,239,022 1.07%
Large Primary Service 32,020,146 1.07%
Large Transmission Service $1,577,187 1.07%
Lighting $373.229  1.07%
MSD $736 1.07%
Total $28,067 618 1.07%

Note: Percentages would have to be carried to additional decimal places to
precisely meet revenue targets.
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{ssue: Sioux Scrubbers Disaflowances per MPSC Staff
Value: ($5,044,384) '

impact

Amount Percent
Residential ' ($2,320,400)  -0.19%
Small General Service ($566,783) -0.19%
Large General Service {$1,041,086) -0.19%
Smali Primary Service ($402,403) -0.19%
Large Primary Service ($363,066)  -0.18%
Large Transmission Service ($283,456) -0.19%
Lighting ($67,078)  -0.19%
MSD _($132)  -0.19%
Total ($5,044,384)  -0.19%

issue: Taum Sauk, 100% Allowed in Rates per Company
Value: $11,361,682

!mpact
- Amount Percent
Residential $5,226,337 0.44%
Small General Service $1,276,589 0.44%
Large General Service $2,344,839 0.44%
Small Primary Service $906,349 0.44%
Large Primary Service $817,749 0.44%
Large Transmission Service $638,440 0.44%
Lighting $151,082 G.44%
MSD ' © %298 - 0.44%
Total $11,361,682 0.44%

Note: Percentages would have to be carried to addifional decimal places to

precisely meet revenue targets.
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Issue: Storm Cost per MPSC Staff
Value: ($2,265,708)

Impact
‘ Amount Percent
Residential ($1,037,618) -0.08%
Small General Service ($253,449) - -(3.08%
Large General Service ($465,536)  -0.09%
Small Primary Service {$179,843) -0.08%
Large Primary Service ($162,353)  -0.09%
Large Transmission Service ($126,754)  -0.08%
Lighting ($29,995) -0.09%
MSD ($59) -0.08%
Total ($2,255,708)  -0.09%
Issue: Storm Cost per MIEC
Value: ($2,209,371)
Impact
Amount Percent
Residential ($1,016,303) -0.08%
Small General Service ($248,243)  -0.08%
Large General Service {$455,973) -0.08%
Small Primary Service {$176,247y  -0.08%
Large Primary Service ($150,018)  -0.08%
Large Transmission Service ($124,150) -0.08%
Lighting ‘ ($29,379y  -0.08%
msD {$58) -0.08%
Total ($2,209,371) -0.08%

Note: Percentages would have fo be carried to additional decimal places to
precisely meet revenue targets.
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Issue: Aliow Storm Cost Amoritization per Company
Value: $207,429 '

impact

Amount Percent
Residential ' $95,417 0.01%
Small Generat Service 323,307 0.01%
Large General Service $42,809 0.01%
Small Primary Service _ $16,547 0.01%
Large Primary Service $14,930 0.01%
Large Transmission Service $11,656 0.01%
Lighting $2,758 0.01%
MSD ‘ $5 0.01%
Total $207,429 0.01%

Issue: Property Taxes, Disalfow per MIEC

value: ($10,759,462)
impact

~ Amount . Percent
Residential - ($4,949,318) -041%
Small General Service ($1,208,924) -0.41%
Large General Service ($2,220,552)  -0.41%
Small Primary Service ($858,309) -0.41%
Large Primary Service ' (3774,404) -041%
Large Transmission Service ($604,600)  -0.41%
Lighting ($143,074)  -0.41%
MSD ($282) -0.41%
-0.41%

Total ($10,759,462)

Note: Percentages would have to be carried to additional decimal places to

precisely meet revenue targets.
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Issue: RES Compliance Cost per Staff
Value: ($397,514) '

impact

Amount Percent
Residential ' ' ($182,855)  -0.02%
Small General Service ($44,664) -0.02%
Large General Service ($82,039) -0.02%
~ Small Primary Service ($31,711) -0.02%
Large Primary Service | ($28.611) -0.02%
Large Transmission Service ($22,337) -0.02%
Lighting ($5,286)  -0.02%
MSD ($10) -0.02%
Total : ($397,514)  -0.02%

| issue: RES Compliance Cost per MIEC

Value: ($796,777)
- Impact

Amount Percent
Residential ' ($366,515) -0.03%
Smalt General Service ($89,525)  -0.03%
Large General Service ($164,440) -0.03%
Small Primary Service ($63,561)  -0.03%
Large Primary Service ($57,347)  -0.03%
Large Transmission Service {$44,773) -0.03%
Lighting (310,595)  -0.03%
MSD | ($21)  -0.03%
Total _ . ($796,777) -3.03%

Note: Percentages would have to be carried to additiona! decimal places to
precisely meet revenue targets.
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Issue: Amortization of Energy Efficiency per MIEC
Value: ($2,175,067) o

Iimpact
Amount Percent
Residential ($1,000,519) -0.08%
Small General Service ($244,387) -0.08%
Large Generat Service ($448,801)  -0.08%
Small Primary Service ($'i?3,51 ) -0.08%
Large Primary Service {$156,548)  -0.08%
Lafge Transmission Service ($122,222) -0.08%
Lighting ($28,923)  -0.08%
MSD | ($57)  -0.08%
Total ($2,175,057)y  -0.08%
Issue: Lighting Pole and Span per Muni Group
Value: $1,395,932
' impact

_ Amount Percent
Residential ' $642,124  0.05%
Srnall General Service ‘ $156,846 0.05% ,
Large General Service $288,004 0.05%
Small Primary Service 191,357 0.05%
Large Primary Service $100,471 0.05%
Large Transmission Service $78,441 0.05%
Lighting ' $18,562  0.05%
MSD | ‘ $37  0.05%
Total $1,395,932 0.05%

Note: Percentages would have to be carried to additional decimal places to
precisely meet revenue targets.
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AmerenUE (ER-2011-0028)

Res
SGS
LGS
5PS
LPS
LTS
Lighting
MBG

Rate Increase

Current Revenues Per Stip Per Stip per Ciass Revenue Neutral Class Tolals $173,225,030 Total Revenue Reguirement
$1,099,447,166.33  $21,989,000 $21,989,000 2.00% $1,121,436,166 $79,682,952 $1,201,419,118
$278,879,746.21  ($4,957,000) {$4,957,000} -1.78% $273,922,746 - $18.463,411 $293,386,157
$512,246,227.26 ($12.624,000) (39,104,747 -1.78% $503,141,480  $35,750,406 $538,891,886
$197,998,232.50 {$3,519,253) -1.78% $194,478,980  $13,818,583 $208,297,563
$178,842,639 ($3,175.000) ($3.175,000) .-1.78% $175,467.638  $12,467.744 $187.935,383
$139,471,742.46 (32,479,000} ($2,478,000) -1.78% $136,992,742 $9,733,934 $148,726,877
$31,171,217.89  $1,247.000 $1.247.000 4.00% $32.418.218 $2,303.456 $34,721 674
$63,940.32 50 $0 0.00% $63.940 $4.543 $68.,484
$2,437,920,911.91 $1,000 $1,000 $2,.437.921.912 $173,225,030 $2,611,146 942

$2,437,920,911.85

T A%

9.25%
5.20%
5.20%
5.20%
5.20%
5.20%
11.39%
7.11%

7.41%
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Exhibit A
File No. ER-2011-0028
Billing Determinants Supporting Class Revenue

Residential Class Small General Service Class |
- Billing Units | Billing Units
Customer Charge T Customer Charge
N Summer Bills 4,151,124.0 Summer Bills
Winter Bills | 8,302,248.0 | One-phase 360,264.0
TOD Bills 456.0 Three-phase 150,616.0
Low-income Surcharge 12,453,828.0 Winter Bills
Encrgy Charge Onc-phase | 730,538.0
Summer kWh | 4,755,929,765.8 Three-phase 301,232.0
On-peak 79.562.6 TOD Bills
Off-peak 142,915.5 One-phase 6,864.0
Winter kWh Threé—phase 1,452.0
First 750 kWh | 5,085,597,808.7 6M 68,544.0
Over 750 kWh | 4,132,102,893.9 Low-income Surcharge 1,540,956.0
On-pe‘ak 137,676.2 Energy Charge
- Off—peal: 311,175.4 “‘ Summer KWh | 1.220.475.371.6 |
On-peak 5,409,413 3
Off-peak 9,275,042.3
Winter kWh _
Base | 1,840,511,093.5
Seasonal 470,541,981.2
On-peak 9,181,745.5
Off-peak 16,294,660.6
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Large General Service Class

Small Primary Service Class

[

S

Billing Units Biiting Units
Customer Charge } Customer Charge
Summer Bills 39,892.T Summer Bills 2.548.0
Winter Bills | 79,784.0 Winter Bills 5,096.0
TOD Bills 374.0 TOD Bills 120.0
Low—ihcome Surcharge 120,050.0 Low-income Surcharge 7,764.0
Demandr Charge (kW) Demand Charge (kW)
Summer 8,386,671.0 Summer 2,843,925.3
“Winfer 15,508,521.5 Winter | 5,112,945.5 |
Energy Charge Energy Charge
Summer kWh Summer kWh -
First 150HU | 1,144,186,273.6 - First 150HU 4]4,20‘1,W-
Next 200HU | 1,248,607,044.8 Next 200/U |~ 510,870,866.0 |
Over 350HU 528,3_67,817.6 ‘Over 350HU 363,529,016.8
On-peak 2,470,405.6 On-peak 7,728,2253
Off-peak | 3,764,908.3 Off-peak | 11,594,432.1
Winter kWh Winter kWh .
First 150HU 693,083,896.0
First 150HU LI19298.899.0 Next 200110 | 845,698,395.0
i Next 200HU | 2,068,642,100.3 Over 350HU | 605,024,947.7 |
Over 350HU 868,703,614.2 Seasonal 163,753,286.9
Seasonal 409,282,990.3 On-peak 14,556,070.3
On-peak 3,97‘?@?(;5“1 Off-peak |  22,786,900.2 |
. Off-peak 6,179,365.1 Reactive Charge 1,569,741.1
Rider b 840,338.7
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Large Primary Service Class Large Transmission Service Class
Billing Units Billing Units |
Customer Charge . Customer Charge |
Summer Bills- 283.0 | Summer Bills 4.0
Winter Bills | 567.0 " Winter Bills 8.0
TOD Bills 36.0 Low-income Surcharge 12.0
Low-income Surcharge 350.0 Demand Charge (KW}
Demand Charge (kW) . i SummerilmW'
Summer | 2,437,214.9 Winter 3,802,149.0
Winter 4,598,815.2 Reactive Demand Charge (kW)
Energy Crharge Summer 0.0
Summer kWh B Winter 0.0
Energy | 1,366,029,469.6 Energy Charge
On-peak | 26,905,443.7 | Summer kWh
Off-peak 53,316,560.4 Energy | 1,373,777,043.0
Winter kWh Line Loss 48,082,196.7
Energy W Winter kWh
On-peak 46,446,055.7 | T T
- Off-peak 93,667,416.5 Energy 275%,103,764.2
"Reactive Charge 728,226.0 Line Loss 96,323,631.7 |
Rider b T
T S5kw 462,851.7
T 69 kKW 2,000,791.8
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ER-2011-0028 Ameren Missouri
Lighting Class Billing Deferminants - Exhibit B

Description Type Lumens
5M RATE
Horizonial - enclosed on existing wood pole HPS . 19500
Horizontal - enclosed on exisling wood pele HPS - 25500
Horizontal - enclosed on existing wood pole HPS 50000
Harizontat - enclosed on existing wood pole MV -6800
Horizontal - enclosed on existing wood péle MV 20000
Horizontal - enclosed on existing wood pole MV 54000
Horizontal - enclosed on existing wood poie MV 108000
Open botiom on existling wood pole HPS 5800
Open bottom on existing wood pole HPS 9500
Open bollom on existing wood pole MYV 3300
Open bollom on exisling wood pole MV 6800
Post top including 17 foof post HPS 9500
Post top including 17 foot post MV 3300
Past top including 17 fool post MV 6800
Directional HPS 25500
Direcliona HPS 50000
Direciional . MH 34000
Directional MH 100000
Directional MV 20000
Directional MV 54000

Prior to September 30, 1963

incandescemt 1000
Incandescent 2500
incandescent 4000
incandescent 6000
Incandescent ‘ - 10000

Prior to April 9, 1986

11,000 Lumens, Mercury Vapor, Post-Top 11000
11,000 Lumens, Mercury Vapor, Open Bollom 11090
11,000 Lumens, Mercury Vapor, Horizontal Enclosed 11000
42,000 Lumens, Mercury Vapor, Horizontal Enciosed 42000
5,800 Lumens, H.F. Sodium, Open Bottom 5800
16,000 Lumens, H.P. Sodium, Horizontal Enclosed 16000
34,200 Luraens, H.P. Sodium, Directional {2) 34200
140,000 Lumens, H.P, Sodium, Directional o 140000
20,000 Lumens, Metat Halide, Directional 20000

2500 INC Wood

6000 INC Wood

Prior to Seplember 27, 1988

Wood pole

Omamentat Concrete Pole

Steel Breakaway Pole

Standard Twe-Conducior Overhead Cable
Underground Cable Installed In and Under Dirt
Ali Other Underground cable Installations

montniy
Billing
Units

11,455
12,1562
| 2,936
43,334
5,271
73

1

50,495
4,126
20,396

36,251
221
11,353

3,263
3.562
4,541
918
355
28

14,779
3,594
279
10,753
223,025
11,735
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ER-2011-0028 Ameren Missouri
Lighting Class Billing Determinants - Exhibit B

6I4 HAYTE

Description
Melered service {cust charge per meter)
Energy charge {per kWh)

Customer charge per accounl

Energy & Maintenance
Energy & Maintenance
Energy & Maintenance
Energy & Mailnlenance
Energy & Mainlenance
Energy & Mainienance
Energy & Maintenance.
Energy & Maintenance
Energy & Maintenance
Energy & Maintenance

Enetgy Only
Energy Only
Energy Only
Energy Only
Energy Only
Energy Only
Energy Only
Energy Only
Energy Only
£nergy Oniy
5 BM
Cuslomer Charge

Metered kKWW

W RATE
Description
\ncandescent and wood pole
Incandescent and wood pole
Incandesceni and wood pole
incandescent and wood pole
Incandescent and wood pole

QOrnamental poles {opposed o wood) cost per light is

Incandescent and ornamental pole
Incandescent and ornamentat pole
Incandescent and ornamental pole
tncandescent and ornamental pole
incandescent and ornamental pole

Metered service {cusl charge per meler}
Metered kWh

Type -Lumens

HPS
HPS
HPS
tiH

- MH

MV
Y
MV
My
My

HPS
HPS
HPS
HPS
WV
MV
My
MV
MYV
MV

9500
26500
50000

5500
12900

3300

6800
11000
20000

54000 -

2500

16000

25500
50000

3300

6800
11000
20000
42000
54000

Type Lumens

INC
INC
INC
ING
INC

INC
INC
INC
INC
INC

1000
2500
4000
6000
10000

1000
2500
4000
6000
10000

wionthiy
Billing
Unils
1,336
5,135,213

708
9,730
649
50

4

37

1
8,673

i12
20

151

208
27
81

203

138

20

81
356,675

Mo~ ;

3,253
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Exhibit C
Page 1 of 2

Ameren Missouri
ER-2011-0028

Energy Efficiency Billing Determinants

' Residential

Summer kWh 4,756,1527,243.9
Winter kWh 9,218,149,554.2

Small General Service

summer Opt Qut kwh
Winter Opt Out kwh

Summer Remaining kwh
Winter Remaining kwh

15,271
54,603

1,235,140,556
2,336,474,878

Large Generaij Service

Sumimer Opt Out kwh
Winter Opt Out kwh

Summer Remaining kwh

Winter Remaining kwh

2,201,320
3,663,260

2,918,959,816
5,262,224,344

Small Primary Service

Summer Opt Out kwh
Winter Opt Out kwh

Summer Remaining kwh
Winter Remaining kwh

29,667,155
" 63,822,587

1,258,933,891
2,243,737,939




Large Power

Summer Opt Out kwh
Winter Opt Out kwh

Summer Remaining kwh
Winter Remaining kwh

309,738,639
582,756,427

1,056,290,831
1,873,748,702

Exhibit C
Page 2 of 2






EXHIBIT D

Missouri Public Service Commission
Missouri Office of the Public Counsel
Charter Communications

Missouri Retailers Association

MIEC

MEUA

MEG

The Municipal Group

AARP

Consumers Council of Missouri

Natural Resources Defense Council
Renew Missouri

MDNR

‘Missouri Department of Ngtufal Resources
IBEW

Local Unions

International Union of Operating Engineers
Missouri-American Water Company

Union Electric Company d/b/a Ameren Missouri






Kevin Thompson

Steve Dottheim

Missourt Public Service Commission
200 Madison Street, Suite 800

P.O. Box 360

Jefferson City, MO 65102-0360
Steve.dottheim@psc.mo.gov
Kevin.thompson@pse.ano.gov
GenCounsel@Eapse.mo.gov

Lewis R. Mills

Missouri Office of the Public Counsel
200 Madison Street, Suite 650

P.O. Box 2230

Jefferson City, MO 65102-2230
Lewis.mills@ded.mo.gov
opeservice@ded.mo.gov

Hunt S. Brown

Charter Communications
12405 Powerscourt Drive

St. Louis, MO 63131
Hunt.brown{chartercom.com

Thomas R. Schwarz, Jr.
Stephanie S. Bell

Blitz, Bardgett & Deutsch, L.C.
308 East High Street, Suite 301
Jefferson City, MO 65101
tschwarz@blitzbardgett.com
sbell@blitzbardgett.com

James B. Lowery, MO Bar #40503
Smith Lewis, LLP

111 South Ninth Street, Suite 200
P.O. Box 918 '
Columbia, MO 65205-0918
Lowery(@smithlewis.com

Thomas M, Byrne, MO Bar #33340
Ameren Services Company

P!O. Box 66149

St. Louis, MO 63166-6149
tbyrne@ameren.com

3699349.1

EXHIBIT E

David L. Woodsmall

Finnegan, Conrad & Peterson, L.C.
428 E. Capitol, Suite 300

Jefferson City, MO 65101
dwoodsmall@fcplaw.com

Lisa C. Langeneckert

Sandberg Phoenix & von Gontard P.C.
600 Washington Avenue — 15® Floor
St, Louis, MO 63101-1313
Ilangeneckert@sandberghphoenix.com

John C. Dodge

Davis Wright Tremaine, LLP

1919 Pennsylvania Ave. NW, Ste. 200
Washington, DC 20006
johndodge(@dwt.com

Mark W. Comley

Newman, Comley & Ruth, P.C.
601 Monroe St., Ste. 301

P.O. Box 537

Jefferson City, MO 65102
comleym@@ncrpe.com

Leland B. Curtis

Carl J. Lumley

Kevin M, O’Keefe

Curtis, Heinz, Gatrett & O’Keefe, P.C.
130 S. Bemiston, Suite 200

St. Louis, MO 63105
leurtis@lawfirmemail.com
clumley@lawfirmemail.com
kokeefe(@lawfirmemail.com

John B. Coffman

John B. Coffman, LLC

871 Tuxedo Blvd.

St. Louis, MO 63119-2044
john(@johncoffiman.net




Henry B. Robertson

Great Rivers Environmental Law Center
705 Olive Street, Suite 614

St. Louis, MO 63101
hrobertsongreatriverslaw.org

John J. Reichart

Corporate Counsel & Assistant Secretary
Missouri-American Water Company

727 Craig Road

St. Louis, MO 63141
John.reichart@amwater.com

Sarah Mangelsdorf

Assistant Attorney General
P.O. Box 899

Jefferson City, MO 65102
sarah.mangelsorf@apgo.mo.gov

Mary Ann Young

Counsel

Missouri Department of Natural Resources
P.O.Box 176

Jefferson City, MO 65102

Marvann. young@dnr, mo.gov

Sherrie A. Schroder

Michael A. Evans

Hammond and Shinners, P.C.

7730 Carondelet Avenue, Suite 200
St. Louis, MO 63105
saschroder@hammondshinners.com
mevans@hammondshinners.com

Jennifer S, Frazier
Assistant Attorney General
P.O. Box 899

Jefferson City, MO 65102
jenny.frazier@ago.mo.gov

3699349.1



