BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

	In the Matter of Union Electric Company d/b/a AmerenUE for Authority to File Tariffs Increasing Rates for Electric Service Provided to Customers in the Company’s Missouri Service Area.
	)))))
	               Case No. ER-2007-0002                       


prehearing brief of the missouri industrial energy consumers

COMES NOW the Missouri Industrial Energy Consumers, hereafter referred to as the “MIEC”, and submits its Prehearing Brief on the issues set forth below.  Although the MIEC only addresses certain issues in this Prehearing Brief, it reserves the right the address other issues in this case. 

I. Return on Equity


The MIEC recommends a return on common equity in the range of 9.2 percent to 10.3 percent.  Absent an adjustment for performance, the award should be at the 9.8 percent midpoint.
II.  Off-System Sales and Fuel Adjustment


AmerenUE’s sharing mechanism proposal for off-system sales margins should be rejected.  The MIEC fundamentally disagrees with the sharing philosophy with respect to off-system sales, and even if the policy embodied in this proposal were acceptable, the base point for the sharing clause that AmerenUE has proposed is very disadvantageous to customers.


Rather than AmerenUE’s proposed fuel adjustment mechanism, the MIEC proposes that if there is a fuel adjustment approved it include all appropriate variable fuel and purchased power costs, with an offset for all revenues from off-system sales.


The MIEC also proposes, as shown on Schedule MEC-FAC-3 to Maurice’s Brubaker’s Direct Testimony on Fuel Adjustment, a sharing mechanism of the net of expenses and off-system sales revenue, both upward and downward, from the base point.  This sharing provides incentives to AmerenUE to reduce costs and improve operations to the mutual benefit of it and the customer.


The base point of the fuel adjustment clause should be set equal to the Commission’s final determination of includable variable fuel and purchased power costs, and appropriate net MISO charges, minus the expected amount of revenues from off-system sales.  

III.  Depreciation


The depreciation rates for the fossil fueled and hydro powered generation plants  should be bases on an average service life and Iowa curve that is truncated at an estimated final retirement date. 

The life span utilized to calculate the Callaway Nuclear Power Plant should be increased by 20 years to reflect life extension.  This would reduce  depreciation expense by $52.162 million on a  total company basis, and also would reduce the annual decommissioning fund contribution.  

Terminal salvage costs related to the final retirement of the Company's generating plants should reflect the value of the existing generation sites. Today's ratepayers should not be responsible for the cost of preparing these sites for the next generation of generating plants. 

If the Commission chooses to include inflation in the development of net salvage ratios for Transmission, Distribution and General plant depreciation rates expected future inflation should be used. 

The impact of future inflation should be excluded from the development of book depreciation rates.  

Consistent with the Company's prefiled testimony and the depreciation rates proposed by MIEC the appropriate net salvage for account is 0%. 
IV. Class Cost of Service and Rate Design


For AmerenUE’s generation and transmission system, the MIEC recommends using an A&E demand methodology.  Specifically, a three non-coincident peak A&E method which uses class peak demands from the three summer months (June-August) and class annual energy consumption.

AmerenUE’s proposal to depart materially from the results even of its own cost of service study and cap the residential class at a 10 percent increase (in the context of an overall 18 percent increase) and to allocate the shortfall to other customer classes is inappropriate and should not be accepted.


On a revenue-neutral basis, the Large Primary class revenues should be decreased by about 3 percent.  After that adjustment, the Large Primary class should receive the average overall decrease or increase in revenues found appropriate for AmerenUE.  Any decrease or increase found inappropriate for Rate 11 (Large Primary Service) should be applied as a uniform percentage decrease or increase to the existing charges in the tariff.

Revenues from off-system sales should be allocated to the customer classes on the basis of class kWh requirements.  This would make the allocation of the revenues consistent with the allocation of the underlying costs (This method was just adopted in the Kansas City Power & Light Rate Case, Case No. ER-2006-0314).
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