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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

Surrebuttal Testimony of James T. Selecky

Q PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1

A James T. Selecky.  My business address is 1215 Fern Ridge Parkway, Suite 208, 2

St. Louis, Missouri 63141-2000. 3

Q ARE YOU THE SAME JAMES T. SELECKY WHO HAS PREVIOUSLY FILED 4

TESTIMONY IN THIS PROCEEDING?   5

A Yes.  I have previously filed Direct and Rebuttal Testimony on book depreciation 6

rates and expense.7

Q WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY? 8

A The purpose of my surrebuttal testimony is to address the rebuttal testimony of 9

William M. Stout and John F. Wiedmayer filed on behalf of AmerenUE.    10
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Response to Rebuttal Testimony of AmerenUE Witness William M. Stout1

Q IN YOUR DIRECT YOU STATE THAT IF PROJECTIONS OF FUTURE INFLATION 2

ARE UTILIZED AS OPPOSED TO HISTORICAL LEVELS OF INFLATION, 3

AMERENUE’S PROPOSED NET SALVAGE RATIOS SHOULD BE REDUCED BY 4

55%.  DOES MR. STOUT ADDRESS THIS IN HIS REBUTTAL TESTIMONY? 5

A Yes.  Mr. Stout states in his rebuttal testimony that because I have overstated the 6

average age of historical retirements I have removed too much inflation from the 7

historical net salvage percentages.  To demonstrate this point, Mr. Stout creates an 8

example where he compares cumulative inflation at 4% for 20 years with the 9

cumulative inflation of 2.6% for 46 years.  Using this example, Mr. Stout contends that 10

the net salvage should be increased – not decreased.    11

Q PLEASE BRIEFLY DISCUSS MR. STOUT’S ANALYSIS THAT YOU REFERRED 12

TO IN YOUR PREVIOUS ANSWER. 13

A The example prepared by Mr. Stout compares the cumulative inflation associated with 14

the average age of retirements with the cumulative inflation associated with the 15

average service life.  Mr. Stout states that the average age of all of the transmission, 16

distribution and general plant accounts’ retirement is 19.7 years.  The 46-year 17

average service life represents the average service life of those same assets.  It is my 18

understanding that the average age of retirements is based on a dollar weighted 19

average of the retirements over the studied period.  The average age of the 20

retirements is then escalated at 4% to develop a cumulative inflation factor of 2.191%.  21

This factor is compared to the cumulative inflation factor of 3.257, which is developed 22

by escalating the average service life of 46 years by 2.6%.  Mr. Stout then compares 23
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these two cumulative inflation factors to reach the conclusion that the net salvage 1

factor should be increasing. 2

Q DO YOU HAVE ANY COMMENTS REGARDING MR. STOUT’S ANALYSIS? 3

A Yes.  Mr. Stout’s analysis is misleading, confusing and illogical.   4

   Mr. Stout’s comparison is misleading because he compares the average age 5

of retirements to average service life.  It appears that Mr. Stout is either saying that on 6

a going forward basis the average age of the retirements will be 46 years or that there 7

will be no inflation.  It is inflation that reduces the average age of retirement to 8

something less than the average service life.   9

In the case of no inflation, Mr. Stout should have produced an escalation 10

factor for the future cumulative inflation factor of 1.0 (1 + 0)^46.  Comparing the 1.0 11

factor to Mr. Stout’s historical cumulative inflation factor of 2.191 indicates that 12

AmerenUE has overstated its inflation adjustments by approximately 55% 13

(1 - (1.000/2.191)).14

 Alternatively, if we assume that the average age of the historical retirements of 15

19.7 years will be the same in the future, this produces a forecasted cumulative 16

inflation factor of 1.671 (1 + 0.026)^20.  Using the average age of retirement figures 17

for both calculations indicates that AmerenUE’s TD&G depreciation rates are 18

overstated by approximately 25% (1 - (1.671/2.191)).   19
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Q DO YOU HAVE ANY OTHER OBSERVATIONS TO MAKE ABOUT MR. STOUT’S 1

ANALYSIS?  2

A Yes.  It should be remembered that Mr. Stout is saying that the average age of 3

retirements based on historical data is 19.7 years.  He utilizes that database to 4

produce an average age of 46 years for the TD&G assets.  Assuming that Mr. Stout 5

believes on a going forward basis, that the average age of the retirements will be 46 6

years as opposed to the historical 19.7 years, it can be concluded that AmerenUE 7

may have substantially understated the average service life of its TD&G plant 8

accounts and overstated its depreciation rates.   9

Response to Rebuttal Testimony of AmerenUE Witness John F. Wiedmayer10

Q HAS MR. WIEDMAYER CALCULATED REVISED DEPRECIATION RATES FOR 11

THE STEAM GENERATING PLANTS? 12

A Yes.  Mr. Wiedmayer developed depreciation rates assuming estimated retirement 13

dates for the steam plant as follows: 14

1) Meramec – 2021;  15

2) Sioux – 2027;  16

3) Labadie – 2033;  17

4) Rush Island – 2037. 18

These result in life spans for the various units slightly in excess of 60 years.  This is a 19

substantial change in AmerenUE’s proposed retirement dates for its steam production 20

units.  In its direct case, a retirement date of 2026 was used for all steam production 21

units.22
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Q DO YOU HAVE ANY COMMENTS REGARDING THE REVISED DEPRECIATION 1

RATES CALCULATED BY AMERENUE? 2

A Yes.  First, the revised life estimates are more appropriate and less arbitrary than the 3

life estimates used in the prefiled testimony.  Second, as indicated in my direct 4

testimony, the net salvage values that AmerenUE has utilized to calculate its revised 5

steam production depreciation rates are excessive for the reasons discussed in my 6

direct testimony.   7

Q WHY DO YOU TAKE EXCEPTION TO AMERENUE’S PROPOSED NET SALVAGE 8

RATES THAT ARE USED TO CALCULATE THE STEAM PRODUCTION 9

DEPRECIATION RATES? 10

A In the Empire Electric order, Case No. ER-2004-570, which was cited in my direct 11

testimony, the Commission indicated that the treatment of terminal salvage of 12

production plant has generally not allowed the accrual of this item.  The Commission 13

states that one of the reasons for this position is that the retirement dates are purely 14

speculative.  The fact that over the last 12 months, AmerenUE has dramatically 15

changed the retirement dates for these units is a clear indication that the AmerenUE 16

proposed retirement dates are speculative.  Therefore, the Commission should reject 17

AmerenUE’s proposed net salvage values for its steam production plant accounts and 18

utilize the net salvage values contained in my prefiled testimony. 19
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Q HAVE YOU DEVELOPED REVISED STEAM PRODUCTION DEPRECIATION 1

RATES UTILIZING YOUR PROPOSED NET SALVAGE RATIOS AND 2

AMERENUE’S PROPOSED STEAM PRODUCTION DEPRECIATION LIVES AND 3

SURVIVOR CURVES? 4

A Yes.  The revised depreciation rates are shown on my attached Schedule JTS-17. 5

Q DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?6

A Yes, it does.  7
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