BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Union Electric Company,
)
d/b/a AmerenUE’s Tariffs to Increase Its 
)
Case No.  ER-2010-0036
Annual Revenues for Electric Service
)

MISSOURI INDUSTRIAL ENERGY CONSUMERS’ 
APPLICATION FOR REHEARING

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



1.
On May 28, 2010, the Commission issued its Report and Order with an effective date dated June 7, 2010.  The Report and Order is unlawful, unjust and unreasonable, is not based on competent and substantial evidence of record and is contrary to the weight of the evidence.  The Report and Order is unjust and unreasonable 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, unreasonable, arbitrary and capricious and unlawful for the following reasons:
2.
The Commission erred in finding that it is appropriate to use a life span approach to determine depreciation rates for AmerenUE’s steam and hydraulic electric production accounts and to reject  the MIEC’s adjustments to that approach.  The Commission did not make sufficient findings to support its departure from the mass property approach employed in its prior decisions, and did not base its decision on reliable estimates of the final retirement dates for the steam and hydraulic production plants.  The Commission’s decision erroneously relied upon AmerenUE’s speculative retirement dates, which are not based upon the plants’ physical limitations, but rather on dates when it is assumed that the plants will no longer be economical to operate.

3.
The Commission erred  in finding that AmerenUE’s use of a negative 15 percent net salvage ratio for Account 312 is supported by data on interim retirements, and erred in rejecting the MIEC’s proposed adjustment to require the use of a negative 10 percent net salvage ratio.  The Commission relied upon a flawed analysis by AmerenUE which fails to match results of an actual historical analysis to develop the appropriate net salvage value, and fails to include a determination of the level of interim retirements driving the development of net salvage for this account.  The Commission should instead have adopted the MIEC’s more accurate analysis which relies upon AmerenUE’s actual costs. 

4.
The Commission erred in rejecting MIEC’s adjustments to the proposed depreciation rates for the Callaway nuclear plant and erred in accepting the depreciation rates proposed by AmerenUE and Staff, which assume that the defective Callaway steam generators are a normal retirement of plant.  The evidence shows that the retirements of the Callaway steam generators were atypical and should have been excluded from the analysis.  The Commission erred in accepting the evidence of AmerenUE and Commission Staff that the current steam generators would be replaced three times prior to expiration of the 60 year operating license despite evidence showing the generators are supposed to live 40 years.  The abnormal retirement of the defective Callaway steam generators should not be treated as a normal retirement of plant. The record shows that the retirements of the steam generators were predicated on faulty design and materials when placed into service and, as such, their retirements were atypical and should have been excluded from the analysis.  These premature retirements unjustly and unreasonably increase AmerenUE’s depreciation rates.

5.
The Commission erred in accepting the net salvage rates proposed by AmerenUE for its Transmission and Distribution accounts and in rejecting MIEC’s proposed allocation offset for net salvage of $25 million.  The evidence relied upon by the Commission includes proposed Transmission and Distribution depreciation rates containing provision for net salvage of approximately $55M. But evidence for the past 10 years  and projections for the next 10 years shows that AmerenUE is nowhere near experiencing that actual level of net salvage.  It is unreasonable and speculative to assume AmerenUE will incur that level of expense, and this disadvantages current ratepayers by requiring them to pay now a cost that AmerenUE will not incur over the next 10 years and may not incur during the ratepayers’ lifetimes.  

6.
The Commission erred in allowing AmerenUE to recover its increased nuclear fuel costs associated with the April 2010 refueling of the Callaway nuclear plant as part of its base fuel costs.  The Callaway fuel cost is an isolated known and measurable fuel cost increase that will not be incurred by AmerenUE to serve its customers until after the end of the true-up period and should not be permitted to be included in net base fuel cost and recovered in base rates. Allowance of this isolated adjustment is inconsistent with Missouri’s legal prohibition against single-issue ratemaking.  The record fails to show that the isolated known and measurable nuclear fuel cost increase that will be incurred after the end of the true-up period in this proceeding will not be offset by contemporaneous known and measurable revenue increases, expense reductions and/or ratebase reductions.  Allowance of this adjustment is particularly unreasonable because AmerenUE will be able to recover nearly all of this nuclear fuel cost increase through its fuel adjustment clause, the refueling outages for the Callaway facility are regular and predictable, and AmerenUE had complete control over the date in which it filed this rate case. and could have chosen to time the filing such that the incurrence of the new nuclear fuel cost occurred within the true-up period.  

.
7.
The Commission erred in authorizing a tracker mechanism for future infrastructure costs.  These costs should be recovered based upon evidence of the cost actually incurred by AmerenUE during the true-up period. Setting an expense level based on forecasted expenses deviates from this Commission’s sound practice of setting expense levels based on actual historical data.   The tracker violates Missouri’s legal prohibition against single issue ratemaking by undermining AmerenUE’s incentive to cover costs with excessive profits or expense reductions, blocking consideration of all relevant factors. 


8.
The Commission likewise erred in authorizing a tracker mechanism for future vegetation management costs.  There is no evidence that Ameren lacks the ability to recover the costs under current law   Use of the tracker violates Missouri’s legal prohibition against single-issue ratemaking by removing AmerenUE’s incentive to cover costs with excessive profits or other expense reductions enjoyed by AmerenUE, blocking consideration of all relevant factors. 
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