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OF 
GARY S. WEISS 

CASE NO. ER-2007-0002 
 

I. INTRODUCTION 

 Q. Please state your name and business address. 

 A. My name is Gary S. Weiss.  My business address is One Ameren Plaza, 1901 

Chouteau Avenue, St. Louis, Missouri 63166-6149. 

 Q. Are you the same Gary S. Weiss that filed Direct Testimony in this 

proceeding? 

 A. Yes, I am. 

 Q. What is the purpose of your Rebuttal Testimony in this proceeding? 

 A. The purpose of my Rebuttal Testimony is to address the impact on the Company’s 

revenue requirement of removing two Taum Sauk-related costs that were inadvertently included 

in the Company’s September 29, 2006 Supplemental Filing.1  This error was explained to all the 

parties in the October 20, 2006 letter from Thomas M. Byrne to Steven Dottheim.   

  In addition, I address various issues contained in the direct testimony of MPSC 

Staff (“Staff”) witnesses Edward Began, John Cassidy, Jeremy Hagemeyer, Lisa Hanneken and 

Greg Meyer; Attorney General/State of Missouri (“State”) witnesses Michael Brosch and Steven 

Carver; and Office of Public Counsel (“OPC”) witness Ryan Kind.  Finally, I briefly address the 

reclassification of an operating and maintenance (“O & M”) expense relating to NOx reduction 

at the Sioux Plant.  

 Q. On what specific issues are you providing rebuttal testimony? 

 
1 The Company updated its revenue requirement analysis on September 29, 2006, as ordered by the Commission, to 
reflect actual data for the months of April through June 2006, which replaced budgeted data for those months used 
in its original July 7, 2006 filing. 
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 A.  Specifically, my testimony addresses the following issues:  (1) The treatment of 

Osage Plant headwater benefits, in rebuttal to Mr. Began and Mr. Brosch; (2) The amount of rate 

case expenses, in rebuttal to Mr. Began and Mr. Carver; (3) Several adjustments to expenses for 

dues and donations proposed by Mr. Hagemeyer; (4) Ms. Hanneken’s adjustment to the Ameren 

Services Company (“AMS”) expenses allocated to AmerenUE; (5) Mr. Cassidy’s adjustment to 

the environmental expense; (6) The treatment of certain amortizations by Mr. Carver; (7) The 

use of the future expiration of amortizations to offset increased tree trimming expenses and the 

reduction in test year storm costs, in rebuttal to Mr. Meyer; (8) Mr. Brosch’s adjustment to ash 

handling expense; and (9) Mr. Kind’s adjustments relating to the Metro-East transfer.  
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 Q. Please explain Taum Sauk costs that were inadvertently included in the 

Company’s supplemental filing? 

 A. In June 2006, the Company booked $10 million to operating expenses to reflect 

an estimated amount to be paid to the Federal Energy Regulatory Commission (“FERC”) related 

to the Taum Sauk incident.  The Company properly omitted this $10 million expense in its 

original July 7, 2006 filing, and it was the Company’s intention to eliminate all costs related to 

the Taum Sauk incident from its revenue requirement in this case.  However, in developing the 

revenue requirement for the Company’s supplemental filing, this $10 million payment was 

accidentally not eliminated.  In further discussions with Staff and the State, an additional $1.2 

million of AMS labor charges related to the Taum Sauk incident that had also been inadvertently 

included in the Company’s revenue requirement calculations were discovered. The Company 
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agrees that the $1.2 million of AMS labor charges should also be excluded from its revenue 

requirement. 

 Q. What is the impact on the Company’s revenue requirement of eliminating 

these Taum Sauk expenses? 

 A. The Company’s revenue requirement, as reflected in its supplemental filing, is 

reduced by $11.2 million to reflect the exclusion of these Taum Sauk related expenses. 

 b. Osage Headwater Benefits 7 
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 Q. What is the Osage headwater adjustment? 

 A. Section 101(f) of the Federal Power Act (“FPA”) authorizes the FERC to assess 

annual charges to be paid by the owners of non-federal hydropower projects (of which the Osage 

Plant is one) that benefit from the construction of federal headwater projects.  The benefits 

received are in the form of increased energy production as a result of regulated river flows from 

federal headwater storage projects.  The Company’s Osage Plant receives headwater benefits and 

has been paying an annual assessment to reflect these benefits since 1961.  In 1986, the FERC 

completed a study of Osage headwater benefits and based on that study set interim assessments 

for the Osage headwater benefits.  The interim assessment for the Osage benefits was set at 

$272,261 beginning in 1987.  In 1996, the FERC found that two significant changes had 

occurred in the Osage River Basin since the 1986 study and initiated a new headwater benefits 

analysis.  An agreement was reached with the FERC in September 2006 resulting in a FERC 

determination that found the Company owed an additional $4,332,442 for headwater benefits 

received since 1986.  In addition, the annual assessment for the Osage headwater benefits, 

starting in 2006, was increased to $409,731.  No party disputes the inclusion of this new 

assessment in the Company’s revenue requirement.  The issue other parties have raised relates to 
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the treatment of  the $4,332,442 additional assessment required by FERC for the headwater 

benefits already received by the Osage Plant. 

 Q. How is the Company reflecting this additional $4,332,442 assessment in its 

revenue requirement? 

 A. The Company believes that since the ratepayers have already received the 

increased benefits of additional low cost generation from the Osage Plant, a five-year 

amortization ($866,484 annually) of these additional Osage headwater benefits is appropriate.  

Recovering these costs over just the next five years will more closely match the costs associated 

with these benefits to the customers who have received the benefits.  Since this additional 

payment is accruing during a rate case, the Company did not feel it was necessary to request an 

Accounting Authority Order.  

 Q. What is Mr. Began’s recommended treatment of the Osage headwater 

benefits payment? 

 A. Mr. Began is recommending a 25-year amortization of the FERC additional 

assessment.  This inordinately long amortization period is very unfair to the Company, which has 

already paid the full amount.  In addition, by using such a long amortization period, a much 

greater mismatch between ratepayers who received the benefits and those who will pay the 

amortization is created.  This results in greater intergenerational inequities than the amortization 

period proposed by the Company. 

 Q. How does Mr. Brosch recommend the additional Osage headwater benefit 

assessment be handled? 

 A. Mr. Brosch recommends that the Company not be allowed to collect any of the 

additional Osage headwater benefit assessment.  Basically, his argument is that the headwater 
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benefit is just one of many items that have increased or decreased in the past, and it is 

inappropriate to selectively adjust rates to reflect this one item.  His arguments ignore the fact 

that the Osage headwater benefit assessment was never a fixed cost not subject to later revision.  

Rather, when the FERC set the rate starting in 1987, based upon the FERC’s 1986 study, the rate 

was expressly set as an interim rate, subject to later change at the time of the next study.  The 

new rate set for 2006 is also an interim assessment and will be subject to an additional 

assessment in the future.  Consequently, it is appropriate that the ratepayers who are receiving 

the benefits of the additional Osage Plant generation which is enabled by the headwater benefits 

should pay the full cost of that generation. 
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 Q. How is the Company treating rate case expense in its revenue requirement? 

 A. The Company has calculated its expected total rate case expenses for the 

combined electric and gas rate cases.  Based on the relative size of the Company’s electric 

operations and gas operations, 90% of the rate case expenses are assigned to the electric case.  

The Company is recommending amortizing the rate case expense over three years. The 

Company’s electric revenue requirement includes $1,525,500 for rate case expense. 

 Q. What level of rate case expense is Mr. Began recommending be included in 

the Company’s revenue requirement? 

 A. Mr. Began is only including actual rate case expenses incurred through June 30, 

2006, of $554,513.  Through December 31, 2006, the actual rate case expenses incurred have 

increased to $1,871,498.  During the first quarter of 2007, the rate case expenses will increase 

greatly, as I discuss in more detail below.  Thus, the level of rate case expense included by Mr. 
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Began at the very least needs to be updated at the time of the evidentiary hearings set to occur in 

this case in March. 

 Q. Does Mr. Began question the level of rate case expense the Company has 

included in its revenue requirement? 

 A. Mr. Began states on page 19, lines 6 and 7 of his testimony, “The Staff has some 

concerns with the amount the Company has estimated for rate case expense and the cost of 

outside consultants to be charged to ratepayers.” 

 Q. Why is the level of rate case expense included by the Company appropriate? 

 A. This is the largest rate increase filing ever in Missouri.  The difference between 

the Company’s and the Staff’s positions is approximately $500 million.  There are numerous 

large, complicated issues in this case.  There are also an unprecedented number of parties (fifteen 

non-Company parties) that have intervened in the electric case.  Moreover, more parties have 

prepared comprehensive revenue requirement analyses and have proposed revenue requirement 

adjustments than normal.  The case also involves much more important and complicated issues 

than have typically been at issue in the past, including issues relating to off-system sales and the 

adoption of a fuel adjustment clause.  Just responding to the over 1,500 (and counting) data 

requests propounded to the Company has been and continues to be a challenge to the Company.   

  The Company does not maintain a staff of experts in all the areas being addressed 

in this rate case.  In addition, the Company does not have a staff that is exclusively devoted to 

rate case processing and, properly, does not have a staff to meet its peak demand for services as 

this would simply increase ongoing expenses each and every year.  In short, it would be 

inefficient and too costly to maintain a staff large enough to handle the rate case completely 

without the assistance of outside attorneys and consultants.  If you compare the $1.5 million 
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annual amortization of rate case expense to the $500 million annual impact at issue in this case, 

the rate case expense is only 0.3%.  If you compare the $1.5 million annual amortization of rate 

case expense to the Company’s current revenues of $2 billion, the percent is only 0.08%. 

 Q. What does Mr. Carver recommend for the rate case expense? 

 A. Mr. Carver recommends that the rate case expense be updated to actual amounts 

later in this proceeding and then amortized over four years. 

 Q. What is the Company’s position on a three-year or four-year amortization of 

the rate case expense? 

 A. The Company would consider moving to a four-year amortization of the rate case 

expense if a fuel adjustment clause is authorized in this proceeding.  This would synchronize the 

amortization of rate case expense with the period during which rates set in this case would be 

effective (four years) in light of the requirement in Senate Bill 179 that a rate proceeding occur 

every four years when a fuel adjustment clause is in place. 
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 Q. Please explain the adjustments made by Staff witness Hagemeyer to dues and 

donations that you disagree with. 

 A. Mr. Hagemeyer’s adjustments S-6.6, S-12.5, S-15.5 and S-17.5 on Staff’s 

Accounting Schedule 10 remove various dues and donations paid by the Company during the test 

year totaling $1,451,483.  I disagree with the elimination of many of the items that comprise Mr. 

Hagemeyer’s adjustments.  Specifically, I believe the Edison Electric Institute (“EEI”), the 

Nuclear Energy Institute (“NEI”), the Ameren Power Up Grants, Teacher Grants and the 

professional/trade memberships of employees should not be eliminated. 

 Q. Why does Mr. Hagemeyer eliminate the EEI dues? 
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 Q. Do you agree that EEI is 100% a lobbying group? 

 A. No, and neither does the National Association of Regulatory Utility 

Commissioners (“NARUC”).  According to an “Audit Report of the Expenditures of The Edison 

Electric Institute” issued by NARUC in June 2001, over 40% of EEI’s expenses fall in the 

categories of “Utility Operations & Engineering” and “Finance, Legal, Planning and Customer 

Service.”  (See Schedule GSW-E-39-2). The first category includes “engineering and standards, 

fossil and synfuels, nuclear power and environment,” and does not include costs for activities 

related to legislative or regulatory advocacy or research. (Schedule GSW-E-39-5).  The second 

category of EEI expenses includes the costs of “acquisition, compilation, categorization and 

dissemination of information useful in the improvement of the quality and value of service 

rendered to customers.” (Schedule GSW-E-39-6). 

  NARUC is an impartial body whose membership includes all 50 state public 

service commissions, including this Commission.  Consequently, its determination should be 

conclusive of this matter.  The Company charged just 44% of its EEI dues to operating expense 

in its revenue requirement in this case, or $305,127.  This full amount should be included as 

legitimate, non-lobbying expenses that benefit ratepayers. 

 Q. Can you elaborate on some of the current EEI projects that benefit 

ratepayers? 

 A. Yes.  EEI is an authoritative source of information and insights for regulatory and 

industry trends across the energy supply, delivery and service segments of the electric utility 

industry.  EEI maintains a professional staff that focuses on industry issues and risks and shares 
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their information with the member utilities.  Some current activities include EEI’s leadership in 

assisting the electric utility industry with the transition of the North American Reliability 

Council into the Electric Reliability Organization (“ERO”) with enforceable reliability standards.  

In this regard, EEI recently held a meeting, with 100 company representatives, on what 

companies must do to get ready to comply with the ERO mandatory standards.  EEI has also led 

the effort to create an industry-wide Transformer Sharing Agreement to help address the 

increased risk of the loss of major transmission-level transformers.  Another project involves 

EEI’s efforts to develop Memoranda of Understanding with various federal agencies to help 

facilitate industry operations in the event of terrorism, epidemics, or disasters, and to make 

improvements in the mutual assistance program. 

  EEI and its members have also committed to working with state regulators to help 

advance energy efficiency, demand response, and advanced consumer products.  EEI will be 

focusing on five key action areas to help promote energy efficiency: (1) Helping to foster more 

energy-efficient buildings; (2) Promoting the development and deployment of more energy-

efficient electric appliances, consumer electronics, and other technologies; (3) Accelerating the 

development and use of “smart,” or advanced, electric meters; (4) Supporting the development of 

innovative electric ratemaking and rate design that promote efficiency and allow customers to 

control their electricity bills; and (5) Helping to commercialize plug-in hybrid electric vehicles 

that will improve transportation efficiency, reduce fuel costs, improve the environment, and help 

to reduce dependence on foreign oil.  All of these areas of energy efficiency will be of benefit to 

the ratepayers.  These EEI activities are supportive of NARUC’s endorsement (during NARUC’s 

Summer 2006 committee meetings) of the National Action Plan for Energy Efficiency, an 

important new initiative to save electricity and natural gas.   
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 A. In addition to the specific current EEI projects, EEI membership allows the 

Company’s employees to keep current on industry developments, allows the Company to 

participate in and reap the benefits of industry-specific surveys and other knowledge sharing 

mechanisms and, overall, reduces the cost to individual members of providing these benefits.  

Without such EEI benefits, the Company would either have to do without needed information 

and services or it would have to pay the entire cost of the needed information and services itself.  

The types of benefits AmerenUE derives from EEI membership are identical to those which I 

imagine are derived by members of the regulatory community that attend NARUC meetings.  

The full amount of EEI dues included in the Company’s revenue requirement in this case is of 

benefit to the ratepayers. 

Q. What is the Nuclear Energy Institute? 

 A. The Nuclear Energy Institute is the policy organization of the nuclear energy and 

technologies industry, both nationally and world-wide.  NEI has over 280 corporate members in 

15 countries.  They include companies that operate nuclear power plants, design and engineering 

firms, fuel suppliers and service companies, universities and research laboratories and others 

related to the nuclear field.  The board of directors includes representatives from the nation’s 27 

nuclear utilities.  The NEI was organized after the Three Mile Island accident.  NEI is the 

technical interface between the nuclear industry and the Nuclear Regulatory Commission 

(“NRC”). 

Q. What are some of the key issues of importance to NEI? 

 A. Some issues of importance to the NEI include: maintaining excellence in safe and 

reliable nuclear power plant operations; attaining an integrated used fuel disposal program and 
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flexible low-level waste management approach; and building the next generation of nuclear 

power plants and technologies. 

 Q. Does the Company have extensive participation with NEI? 

 A. Yes, Mr. Naslund, the Company’s Chief Nuclear Officer, is on a committee and 

attends meetings regularly every month or two.  In addition, the Callaway Plant’s Security 

Officer has been involved with an ongoing effort of NEI to develop the necessary security 

changes required at nuclear plants as a result of September 11 and the possibility of further 

terrorists’ attacks.  The Company also participates on NEI’s fire protection subcommittee. 

 Q.  Do AmerenUE and its ratepayers receive benefits from membership in the 

Nuclear Energy Institute? 

 A. Absolutely.  By providing the technical interface with the Nuclear Regulatory 

Commission, NEI saves the Company time and expenses.  The Company could not economically 

perform all of this required technical research by itself.  Much like membership in EEI, NEI 

membership allows the Company’s employees to keep current on nuclear industry developments, 

allows the Company to participate in and reap the benefits of industry-specific surveys and other 

knowledge sharing mechanisms and, overall, reduces the cost to individual members of 

providing these benefits.  Without such NEI benefits, the Company would either have to do 

without needed information and services or it would have to pay the entire cost of the needed 

information and services itself.  The full amount of the NEI dues included in the Company’s 

revenue requirement in this case of $362,218 should be allowed as it is of direct benefit to the 

ratepayers. 

Q. Please explain the Ameren Power Up Grants and Teacher Grants. 
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 A. The Ameren Power Up Grants and Teacher Grants provide equipment and money 

to schools and teachers to provide educational materials they otherwise would not have available.  

Electronic white boards were furnished to classrooms.  These electronic white boards provide the 

teachers an advanced technology to assist in the educational process.  Through the electronic 

white boards they can call up websites.  They were encouraged to visit the Ameren website and 

use the safety lessons.  Providing schools, teachers and students educational materials benefits all 

ratepayers.    The full amount of the Ameren Power Up Grants and Teacher Grants included in 

the Company’s revenue requirement in this case of $166,491 should be allowed as it benefits 

ratepayers. 

 Q. What is the last adjustment to dues and donations made by Mr. Hagemeyer 

that you think is inappropriate? 

 A. The last adjustment is for the professional/trade membership dues of employees.  

The professional memberships include fees for CPA license renewals, CPA organizations, for 

professional engineers, and for Bar Association dues, etc. 

 Q. Does Mr. Hagemeyer agree that the above types of professional/trade 

memberships would be allowed? 

 A. Yes, in his January 10 deposition, Mr. Hagemeyer indicated that such 

membership dues such as CPA license renewals and memberships in CPA organizations and 

professional organizations should be allowed if identified.  This identification was supplied to 

Mr. Hagemeyer, and it is my understanding the he is making an adjustment to include 

professional/trade membership dues in the Company’s revenue requirement.  If this adjustment is 

not made by Mr. Hagemeyer, I reserve the right to present additional support for these 

expenditures in surrebuttal testimony to be filed on February 27, 2007. 
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 Q. Please summarize the total impact of the items you have identified the Mr. 
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Grants and Teacher Grants, and the professional/trade memberships of employees that should not 
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Q. Do you agree with the adjustment made to the allocation of Ameren Services 

Company expenses to AmerenUE proposed by Ms. Hanneken? 

A. No.  Ms. Hanneken’s testimony that if additional companies are acquired by 

Ameren Corporation (and consequently share services from AMS with other subsidiaries), then 

the AMS costs allocated to AmerenUE will decline, is generally correct.  However, Ms. 

Hannekan mistakenly relies on an allocation percentage from just one month to allocate AMS 

costs for an entire year. 

Q. Why is this a mistake? 

A. Illinois Power Company d/b/a AmerenIP, which was acquired by Ameren 

Corporation in September 2004, was initially integrated into the AMS process in April 2005.  It 

was fully integrated in September 2005.  Ms. Hanneken makes the assumption that some months 

of the test year did not reflect this full integration of AmerenIP and thus concludes that the 

AmerenUE AMS allocations were overstated.  The total monthly level of AMS costs and the 

amount allocated to any company receiving services from AMS varies up and down.  Ms. 

Hanneken looked at the monthly amount and percentage of AMS cost allocated to AmerenUE for 

the full test year and compared it to the allocation of AMS costs to AmerenUE in just one month 

(June 2006), the last month of the test year.  She saw that the total test year percentage of AMS 
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costs allocated to AmerenUE was 39.39% compared to the June 2006 AMS allocation to 

AmerenUE of 38.59%.  She then made an adjustment to lower the test year level of AMS cost 

allocated to AmerenUE to the June 2006 level of 38.59%.  However, if you look at the percent of 

AMS costs allocated to AmerenUE for all 12 months of 2006, it is 38.95%.  This is lower than the 

test year percent of 39.39% included in the revenue requirement that underlies the Company’s 

case, but greater than the 38.59% from just one month used by Ms. Hanneken.  It is inappropriate 

to use only a one-month allocation to reflect a full twelve months.  This is especially true since 

the amount and percent is not constant each month but varies month-to-month.  If any adjustment 

is made to the AMS cost allocation to AmerenUE, the percentage for all of 2006 (38.95%) is far 

more correct and appropriate than the use of a percentage from just the one month of June 2006.  

If any adjustment were made, it would not equal Staff’s originally proposed adjustment of $3.3 

million, but rather, would be only $1.7 million. 
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Q. What adjustment is Mr. Cassidy proposing be made to the environmental 

expense? 

A. Mr. Cassidy is proposing to reflect the Company’s environmental expenses on a 

cash basis instead of the accruals shown on the Company’s books.  However, in developing his 

adjustment, Mr. Cassidy included some accrual items that were not charged to expense.  It is my 

understanding that Mr. Cassidy is correcting his adjustment to environmental expense to remove 

the accrual items that were not included in expense.  By doing so, this issue is resolved.  I reserve 

the right to file surrebuttal testimony on this issue if Mr. Cassidy does not correct the calculation 

of the environmental adjustment. 
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Q. What is the adjustment proposed by Mr. Carver to the amortization of the 

Missouri merger costs and the Year 2000 (“Y2K”) implementation costs? 

A. In Case No. EM-96-149 (the Union Electric Company/Central Illinois Public 

Service Company merger case), AmerenUE was authorized to amortize certain costs related to the 

merger over a ten-year period starting January 1998 and ending December 2007.  Likewise, 

AmerenUE was allowed in Case No. EC-2002-1 to amortize the Y2K implementation costs over 

six years starting in April 2002 and ending March 2008.  Mr. Carver is proposing that the 

unamortized balances of these two items be amortized over an additional four-year period, which 

effectively changes, to the Company’s detriment, the ratemaking treatment already prescribed by 

the Commission and relied upon by the Company in settling both of the above-referenced cases. 

Q. Do you agree with Mr. Carver’s proposal to extend these amortization 

periods? 

A. No, this is inappropriate both because it changes the treatment prescribed by the 

Commission and relied upon by the Company in settling these cases, and as a matter of regulatory 

policy.  The test year is the twelve months ended June 30, 2006, with true-up of certain items 

through January 1, 2007.  The expiration dates of these amortization amounts are beyond the true-

up period and even beyond the date new rates will become effective in this case.  By the time 

these two amortizations expire, the majority of the costs included in the revenue requirement will 

have increased.  It is contrary to sound regulatory policy to go beyond the test year and true-up 

period to only reflect a reduction in two costs while ignoring all the other costs that will have also 

changed by this time.  I doubt, for example, that Mr. Carver would support allowing an adder for 
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inflation beyond the true-up period.  The adjustments proposed by Mr. Carver to the amortization 

of the Missouri merger cost and Y2K implementation costs should therefore be denied. 

Q. Is Staff witness Meyer also proposing an adjustment that involves the 

Missouri merger cost amortization? 

A. Yes, Mr. Meyer is proposing that the amortization of the Missouri merger costs 

which is ending December 31, 2007, be used to fund tree trimming expenses.  Mr. Meyer 

assigned a $4,164,900 value to the Missouri merger cost.  However, the actual Missouri merger 

cost amortization in the test year is only $3,329,000.  Like Mr. Carver, Mr. Meyer improperly 

seeks to reach beyond the test year true-up period, and beyond even the effective date of the new 

rates to be set in this case, to grab one future cost reduction to offset a current cost without 

including future expenses that would exist at that time.  The revenue requirement approved in a 

rate case should reflect the cost level at the time the new rates become effective.  In June 2007, 

the effective date of new rates in this case, the Company’s cost will include the $3,329,000 

Missouri merger cost amortization and tree trimming expenses at a $45 million annual amount.  If 

the Company is to have any chance of achieving the allowed rate of return during the first full 

year of the new rates, its full revenue requirement must be reflected in its rates. It is not 

appropriate to offset the current tree trimming expenses by a future cost reduction, particularly 

where future cost increases are totally ignored. 

Q. Do you believe an adjustment should be made to the test year storm costs as 

proposed by Meyer? 

A. No.  Mr. Meyer is removing the cost of all storms but one that occurred in the test 

year.  He is only allowing $2.7 million in storm cost for that one storm.  The storm cost for 2003, 

2004, and 2005 were $3.3 million, $3.4 million, and $3.7 million respectively.  These are all in 
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excess of the $2.7 million Mr. Meyer is saying is appropriate for the test year level.  The 

Company is experiencing an increase in the number and severity of storms.  The Company 

believes the $7.2 million of storm cost in the test year is appropriate and no adjustment is 

required. 

 h. Ash Handling Expense 5 
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Q. State witness Brosch has recommended a reduction for ash handling 

expenses at the Company’s Labadie Plant.  Is this adjustment appropriate? 

A. No.  In his direct testimony filed on December 15, 2006, Mr. Brosch is correct in 

describing the installation of a cement plant by Charah, Inc., at the Company’s Labadie Plant that 

will allow Charah, Inc., to manufacture cement using bottom and fly ash from the Labadie Plant. 

However, Mr. Brosch is incorrect in alleging annual savings in fly ash disposal cost of $924,000.  

The annual disposal cost savings are future cost savings.  The test year revenue requirement 

analysis filed by the Company does not include any bottom and fly ash disposal costs because 

there were no such costs at Labadie during the test year.  Rather, the Labadie Plant used its ash 

pond during the test year to handle the bottom and fly ash and did not incur disposal costs.  The 

construction of the cement facility will mean that the Labadie Plant ash pond will not fill up as 

quickly as it otherwise would have, thus reducing and delaying future expenditures.  Since there 

are no bottom and fly ash disposal costs in the test year, the adjustment proposed by Mr. Brosch is 

not appropriate because it purports to reverse or disallow an expense item that does not exist.  

i. Compliance with Metro East Transfer Order 20 

21 

22 

23 

Q. In his Direct Testimony, Public Counsel witness Ryan Kind argues that 

AmerenUE has failed to comply with a number of conditions imposed by the Commission in 

its “Report and Order on Rehearing” in Case No. EO-2004-0108, the proceeding in which 
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A. Absolutely not.  Mr. Kind first accuses AmerenUE of violating the condition that 

“pre-closing liabilities that are directly assignable to UE’s Illinois retail operations, or to the 

transferred assets, must transfer to CIPS as a condition of the Commission’s approval of the 

transfer.”  (Direct Testimony of Ryan Kind, p. 7).  AmerenUE believes that it is in full 

compliance with this condition.  It has transferred all of the directly assignable pre-closing 

liabilities of which it is aware to AmerenCIPS.  Mr. Kind has identified no such liabilities which 

have not been transferred, and his unfounded contention on this point must be rejected.   

Q. What other conditions of the Metro East order does Mr. Kind allege that 

AmerenUE has failed to comply with? 

A. Mr. Kind next argues that AmerenUE has failed to comply with a number of 

conditions in the order which say that a series of different types of costs—(a) 6% of the unknown 

generation-related liabilities associated with the generation that was formerly allocated to 

AmerenUE’s Metro East service territory, (b) 6% of any costs incurred by AmerenUE in the 

Sauget remediation, and (c) 6% of any liabilities arising from pre-closing events and conditions—

will be excluded from rates unless AmerenUE proves by a preponderance of the evidence that the 

benefits of the Metro East transfer to Missouri ratepayers outweigh the costs.  At this point, there 

is no doubt that the benefits of the Metro East transfer to Missouri ratepayers clearly outweigh the 

costs.  AmerenUE has calculated that fuel savings associated with the Metro East transfer in the 

test year alone amount to $22.3 million.  In addition, now that the Joint Dispatch Agreement has 

terminated, sales of electricity that would otherwise have gone to Metro East customers are now 

generating off-system sales margins, to the benefit of Missouri customers.  (See Schedule GSW-
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E-40 (Data Request OPC 2019)).  Six percent of the costs in the categories enumerated in the 

Commission’s order are only $138,303, and pale by comparison to the savings. 

Q. Does Mr. Kind allege that AmerenUE has violated any other conditions of 

the Metro East order? 

A. Yes.  Mr. Kind also alleges that AmerenUE violated the provision of the order 

that precludes AmerenUE from recovering in rates any portion of any increased costs due solely 

to transmission charges for the use of the transmission facilities transferred to AmerenCIPS to the 

extent that the costs in question would not have been incurred had the facilities not been 

transferred. 

 Q. Is AmerenUE attempting to recover any such costs in its rates? 

 A. No.  Consequently, AmerenUE is not in violation of this provision of the order. 

j. O & M Expense Related to NOx at Sioux Plant 12 
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Q. Please describe the expense reclassification mentioned earlier in your 

rebuttal testimony. 

A. In the Company’s original and Supplemental Filing, urea costs at the Sioux Plant 

totaling $4,244,000 were included and classified as a fuel expense.  As AmerenUE witness 

Timothy D. Finnell explains in his rebuttal testimony, urea is used as part of NOx reduction 

efforts at the Sioux plant and more properly should be classified as an O & M expense.  I have 

also determined that the urea expenses included in the Company’s earlier filings were slightly 

overstated, and should be reduced to $3,515,000.  Consequently, a $729,000 reduction to the 

Company’s revenue requirement is required. 

Q. Does this conclude your Rebuttal Testimony? 

A. Yes, it does.  
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