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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 63103.

Q.
By whom and in what capacity are you employed?
A.
I am employed by Ameren Services Company as Supervisor of Regulatory Accounting in the Controllers Function.

Q.
What is your educational background, work experience and duties of your position ?

A.
The attached Appendix A summarizes my educational background, work experience and duties of my position.

PURPOSE OF TESTIMONY

Q.
What is the purpose of your testimony?

A.
The purpose of my testimony is to rebut the Staff's calculation of the coal inventory included in rate base and the amount of incremental overtime expense for the Callaway refueling included in the operating expenses in the cost of service.  In addition, I am sponsor the Company's affirmative cost of service study and total revenue requirement.  Finally, I am providing the Company’s revenue requirement reflecting the provisions of 4 CSR 240-10.020.


Q.
Have you prepared or have there been prepared under your direction and supervision a series of schedules for presentation to the Commission in this proceeding?

A.
Yes.  I am sponsoring Schedules 1 through 20.


Q.
What is the subject matter of such schedules?

A.
Schedules 1 through 19 constitute a cost of service study that develops the various elements to be considered in arriving at the proper level of rates for electric service.  Schedule 20 shows the impact on the Company's revenue requirement if the provisions of 4 CSR 240-10.020 are followed.  These matters will be discussed in detail later in my testimony.  In addition, as part of my testimony, I have prepared an Executive Summary attached hereto as Appendix B.


Q.
Are these schedules prepared on the same basis as schedules which were presented in connection with previous applications to this Commission for authority to increase electric rates?
A. Yes, except as otherwise noted, they are.

REBUTTAL OF CERTAIN STAFF ADJUSTMENTS

Q.
How does Staff Witness Harrison calculate the coal inventory amount included in the Fuel Inventory on Staff Accounting Schedule 2?

A.
On page 4, Lines 3-11 of his Direct Testimony Mr. Harrison explains his unique method of calculating the amount of coal inventory proposed by the Staff.  Mr. Harrison starts with a five-year average of the 13-month average actual tons of coal inventory.  He then develops a five-year average of the 12-month coal burned divided by 365 to determine the average number of days coal burned.  Finally, Mr. Harrison takes the annualized dollar cost of coal burned for the test year as provided by Mr. Cassidy divided by 365 to determine the daily cost.  This daily cost is then applied to the five-year average number of days coal burned to arrive at the coal inventory value of $33,249,350.
Q.
Is the annual dollar cost of coal burned for the test year used by Mr. Harrison correct?
A.
No.  The dollar cost of coal burned for the test year used by Mr. Harrison has three main problems.  First, the dollar cost used includes not only the coal cost but also the cost of all other fuels burned.  Secondly, this fuel cost is based on the Staff’s UE stand-alone case and does not reflect the total cost based on the Joint Dispatch Agreement.  Thirdly, this fuel cost is based only on native load and not the total generation load.  Thus, Mr. Harrison has understated the amount of actual fuel cost actual incurred during the test year.  Therefore, using this cost to calculate the value of the coal inventory is incorrect.  The actual cost of the coal inventory is higher than the incorrect cost used by Mr. Harrison.
Q.  
Was this same method of calculating the coal inventory utilized by Mr. Harrison in his July testimony?

A.
No, in his July testimony Mr. Harrison utilized the traditional actual 13-month average coal inventory for the period ending December 30, 2000 of $43,061,285.

Q.
Is a five year average of the actual 13-month average coal inventory with a five year average of the 12-month coal burned representative of the coal inventory required today and when the new rates from this proceeding become effective?

A.
No, it is an inappropriate method for calculating the coal inventory in the environment that Ameren operates in today.  In today’s environment of unpredictable replacement power prices or even the availability of replacement power and/or transmission service any disruptions in coal supply is a very critical problem.  As AmerenUE is experiencing capacity limitations and generating record amounts of power from its power plants, the actual amount of coal burned in increasing.  Currently, almost ninety percent (90%) of Ameren’s coal comes from the Powder River Basin in Wyoming, over 1,000 miles away.  It takes one train of coal cars from seven to nine days to make a round trip from the plant to the mine.  It is not possible to keep adding trains of coal cars as the railroads face congestion at the mines or on the rail system.  These facts slow the reaction time to rebuilding low inventories.

Q.
Has the Company been reviewing its coal inventory policy and setting new inventory targets?

A.
Yes.  The Company has been reviewing its coal inventory policy and is looking at setting coal inventory targets based on a 55 day maximum burn days.

Q.
What level of coal inventory is the Company proposing be used for this case?

A.
Since the Company's coal inventories are currently not at these coal inventory targets, the Company for this case recommends using the traditional 13-month average coal inventory based on the period ending September 30, 2001.  The 13-month average coal inventory for the thirteen months ended September 30, 2001 represents 43 days of average coal burned.  This actual level of coal inventory is significantly below the Company’s target coal inventory.  My Schedule 3-1 shows the 13-month coal inventory ending September 30, 2001 is $36,783,044.  
Q.
Are the actual tons of coal inventory calculated by Mr. Harrison in this case significantly different than the 13-month average for the thirteen months ended September 30, 2001?
A.
No, since the Company for all of the reasons listed has not been able to build its coal inventory levels to the appropriate levels required.  However, Mr. Harrison’s unique method of calculating the level of coal inventory will in most cases calculate a coal inventory level that is lower than the required level of coal inventory for the test year.

Q.  
What adjustment to the Callaway refueling incremental overtime cost is proposed in the testimony of Staff Witness Gibbs?

A.
Mr. Gibbs is likewise using a historic average.  Mr. Gibbs takes an average of the Callaway refueling incremental overtime cost for the last three refuelings adjusted to reflect wage increases.  He calculates an average Callaway refueling incremental overtime cost of $6,428,198 compared to the actual Callaway refueling incremental overtime cost of $8,000,000 for the spring 2001 Callaway refueling.  Since the Callaway refuelings only occur every eighteen months only two-thirds of the refueling cost are reflected in the operating expenses for the test year by both the Staff and the Company.

Q.
Why does the Company believe the Callaway refueling incremental overtime cost for the spring 2001 Callaway refueling are the appropriate cost to use instead of the Staff's three refueling average?

A.
As stated in the Rebuttal Testimony of  Company witness Garry L. Randolph the Callaway Plant is becoming older and is requiring additional maintenance to be performed during the refueling outages.  Thus the last Callaway refueling outage time and expense for the spring 2001 refueling are more indicative of the future Callaway refueling outage expenses than earlier refuelings.

COMPANY'S AFFIRMATIVE COST OF SERVICE AND REVENUE REQUIREMENT

Q.
What is the test year used by the Company in its affirmative cost of service study and revenue requirement?

A.
The Company's affirmative cost of service and revenue requirement is based on the test year for the twelve months ended June 30, 2001 updated for certain material items with known changes through September 30, 2001.  The test year for the twelve months ended June 30, 2001 was ordered by the Commission on December 6, 2001 in it Order Establishing Test Year And Procedural Schedule.  The updated period through September 20, 2001, was subsequently agreed to by the Company and the Staff, and not objected do by the other parties.

Q.
Will you please enumerate the schedules you are presenting.

A.
These schedules include individual cost of service statements identified as Schedules 1 through 21, as follows:

· Schedule 1 – Original Cost of Plant by functional classification at September 30, 2001 per book and pro forma with the allocation of pro forma total electric plant to Missouri jurisdiction.

· Schedule 2
 - Reserves for Depreciation and Amortization by functional classification at September 30, 2001 per book and pro forma with the allocation of the pro forma total electric reserve for depreciation and amortization to Missouri jurisdiction.

·  Schedule 3 – Average Fuel Inventories and Average Materials and Supplies Inventory at September 30, 2001 per book and pro forma with the allocation of the pro forma electric inventories to Missouri jurisdiction.

· Schedule 4 – Average Prepayments at September 30, 2001 per book and pro forma with the allocation of the pro forma electric prepayments to Missouri jurisdiction.

·  Schedule 5 – Missouri Jurisdictional Cash Requirement (Lead/Lag Study) at September 30, 2001.

· Schedule 6 – Missouri Jurisdictional Interest Expense Cash Requirement, Federal Income Tax Cash Requirement and State Income Tax Rate Cash Requirement at September 30, 2001.

· Schedule 7 - Customer Advances for Construction, Customer Deposits, and Deferred Pension Liability reductions to rate base at September 30, 2001 applicable to Missouri jurisdiction.

· Schedule 8 – Accumulated Deferred Taxes on Income at September 30, 2001 and allocation to Missouri jurisdiction.

· Schedule 9 - Normalized Electric Operating Revenues for Total Electric and Missouri Jurisdiction for the twelve months ended September 30, 2001 per book and pro forma.

· Schedule 10 – Electric Operating and Maintenance Expenses, by functional classifications for the year ending June 30, 2001 updated through September 30, 2001 for certain known items, per book and pro forma.  A description of each of the pro forma adjustments is included.  Also the allocation of the total electric pro forma operating and maintenance expenses to Missouri jurisdiction.

· Schedule 11 – Depreciation and Amortization Expenses, applicable to Electric Operations, by functional classification for the year ending June 30, 2001, update to reflect the depreciable plant balances at September 30, 2001 and the Company's proposed new depreciation rates.  A description of the pro forma adjustments and the allocation of the total electric pro forma depreciation and amortization expenses to Missouri jurisdiction.

· Schedule 12 – Taxes Other Than Income Taxes, for the year ending June 30, 2001 per book and pro forma.  A description of the pro forma adjustments and the allocation of the total electric pro forma taxes other than income to Missouri jurisdiction.

· Schedule 13 – Income Tax Calculation per book, pro forma and at the Claimed Rate of Return.  A listing of the income tax deductions for total electric and Missouri jurisdiction.  A description of the pro forma adjustments and the total electric pro forma and at claimed return income tax calculations for Missouri jurisdiction are also shown.

· Schedules 14– The Current Deferred Income Taxes and Deferred Investment Tax Credit for total electric and Missouri jurisdiction.

· Schedule 15 - The development of the fixed (demand) allocation factor for Missouri jurisdiction.

· Schedule 16 - The development of the variable allocation factor for Missouri jurisdiction.

· Schedule 17 - The development of the labor allocation factor for Missouri jurisdiction.

· Schedule 18 - The Original Cost Rate Base at September 30, 2001 applicable to Missouri jurisdiction and the Missouri jurisdictional Cost of Service for the pro forma twelve months ended June 30, 2001 updated for certain known changes through September 30, 2001.

· Schedule 19 - Increase Required to Produce 10.137% Return on Net Original Cost Rate Base for the pro forma twelve months ended June 30, 2001 updated for certain known changes through September 30, 2001.

· 
· Schedule 20 - Missouri Jurisdictional Return reflecting Rule 4 CSR 240-10.020 Income on Depreciation Fund Investment.

Q.
What do you mean by Cost of Service?
A.
The Cost of Service of a utility is the sum of operating and maintenance expenses, depreciation expense, taxes and a fair return on the net value of property used and useful in serving its customers.  A cost of service is based on a test year.  In order that the test year reflect conditions existing at the end of the year as well as significant changes that are known or reasonably certain of occurring, it is necessary to make certain “pro forma” adjustments.


A cost of service represents the revenue requirement or the funds that must be collected by the Company if it is to pay employees and suppliers, satisfy tax liabilities, and provide a return to investors.  To the extent that revenues are below the cost of service, a rate increase is required.

Q.
Please explain Schedule 1.
A.
Schedule 1-1 shows the recorded original cost of electric plant by functional classifications at September 30, 2001.  It also reflects the pro forma adjustments necessary to eliminate from the electric plant accounts, portions of General Plant facilities applicable to gas operations.  Schedule 1-2 takes the pro forma total electric plant and allocates to the Missouri jurisdiction.

Q.
Are the Company’s plant accounts recorded on the basis of original cost as defined by the Uniform System of Accounts prescribed by this Commission?
A.
Yes, they are.

Q.
Please explain the elimination of items of General Plant applicable to utility operations.
A.
General Plant facilities such as general office buildings and equipment, the central warehouse, the general garage, computers and office equipment, are used in all utility operations.  For convenience, such facilities are accounted for as electric plant, and this adjustment eliminates the portion of the multi use general plant applicable to gas operations.

Q.
After making the pro forma adjustments which you have described, what is the total electric original cost of electric plant and the Missouri jurisdictional amount?

A.
The total original cost of electric plant at September 30, 2001 is $8,946,658,050 with the Missouri jurisdictional amount being $8,286,200,634.

Q.
Please explain Schedule 2.
A.
Schedule 2-1 shows the reserve for depreciation and amortization at September 30, 2001, by functional groups.  It also indicates the pro forma adjustments.  Schedule 2-2 takes the total electric pro forma balance and allocates to Missouri jurisdictional.

Q.
What pro forma adjustments were made to the reserve for depreciation?
A.
Pro forma adjustment 1, see Schedule 2-1, eliminates the depreciation reserve for the multi use general plant applicable to gas operations and corresponds to adjustment 1 made to the plant accounts in Schedule 1-1. 


The pro forma accumulated provision for depreciation and amortization applicable to electric is $3,902,323,244 and the Missouri jurisdictional amount is $3,591,330,097.

Q.
Please explain Schedule 3.
A.
Schedule 3 shows the average investment in fuel inventories and materials and supplies at September 30, 2001.  Fuel consists of nuclear fuel, coal and minor amounts of oil, shredded tires, petroleum coke and propane used for electric generation.  General materials and supplies include such items as poles, cross arms, wire, cable, line hardware and general supplies.  A thirteen-month average is used for everything but the nuclear fuel.  An eighteen-month average is used for the nuclear fuel since the Callaway Plant is refueled every eighteen months.

Q.
What is the pro forma materials and supplies applicable to electric operations?
A.
The pro forma materials and supplies applicable to total electric operations, as shown on Schedule 3-2, amounts to $163,491,154 with the amount applicable to Missouri jurisdiction being $145,603,470.

Q.
Will you please explain the average prepayments shown on Schedule 4?
A.
Certain taxes, rents, insurance, assessments of state regulatory commissions,  freight on coal, extended warranties, fiber optic services and coal car leases are paid in advance.  The average monthly total electric balance of prepayments after eliminating the portion applicable to gas operations is $10,905,347.  The prepayments allocated to Missouri jurisdiction are $19,826,809 as shown on Schedule 4-2.


Q.
Please explain Schedule 5.
A.
Schedule 5 shows the calculation of the Missouri jurisdictional cash requirement (lead/lag study) for the twelve months ended June 30, 2001 with updates of certain known items through September 30, 2001 of $21,446,527.  The development of the various revenue and expense lags is explained in the testimony of Company witness Michael J. Adams.

 Q.
What appears on Schedule 6?
A.
The Missouri jurisdictional interest expense cash requirement, the federal income tax cash requirement and the state income tax cash requirement are shown on Schedule 6.  The payment lags for these items are developed in the testimony of Company witness Michael J. Adams.  The payment lags for the interest expense and federal income taxes are less than the revenue lag and thus resulted in a positive cash requirement for the Missouri jurisdiction of $1,134,000 for interest expense and $3,334,000 for federal income taxes.  However, the payment lag for state income taxes is greater than the revenue lag and results in a negative cash requirement for the Missouri jurisdiction of $614,000.

Q.
What items are shown on Schedule 7?

A.
The Missouri jurisdictional balances at September 30, 2001 for customer advances for construction, customer deposits, and deferred pension liability are shown on Schedule 7.


Customer Advances for construction are cash advances made by customers which are subject to refund to the customer wholly or in part.  These advances were made in connection with extensions of locally used facilities for ultimate consumers and are therefore directly assignable to the jurisdiction in which the facilities are located.  The Missouri jurisdictional balance of customer advances for construction at September 30, 2001 is $11,710,567.


Customer deposits are cash deposits made by customers which are subject to refund to the customer if the customer develops a good payment record.  The Company pays interest on the deposits, which is shown as a customer account expense on Schedule 10.  The deposits are directly assignable to the jurisdiction in which the customer receives service.  The Missouri jurisdictional balance of customer deposits at September 30, 2001 is $13,041,477.


Deferred pension liability represents the difference between the amount charged to expense for pensions and the amount actually paid into the pension fund by the Company.  The pension expense is calculated according to FAS 87 while the level of funding is based on a method determined by the Employee Retirement Income Security Act of 1974 (ERISA).  Although both methods employ actuarial techniques, they can arrive at different amounts.  Since the Company has been charging more to pension expense than it has been funding, the Company has use of customer supplied funds.  The amount of deferred pension liability applicable to the Missouri jurisdiction at September 30, 2001 is $36,288,686 and is treated as a reduction to rate base.

Q.
Please explain Schedule 8?

A.
Schedule 8 lists the accumulated deferred income taxes applicable to total electric and Missouri jurisdiction at September 30, 2001.

Effective January 1, 1976, the Company began normalizing the current income tax benefit arising from liberalized (accelerated) depreciation on property added in all jurisdictions in 1975 and subsequent years. 


Also on January 1, 1976, the Company began normalizing the tax effect of construction related timing differences.  The normalized tax benefits involved here result from a current deduction for income taxes of items which are capitalized for book purposes.  These include the interest portion of the Allowance for Funds Used During Construction, expenses and pensions capitalized and payroll, property and use taxes capitalized.  In addition the Company has normalized all other tax timing differences.


The sales for resale rates did not reflect normalization prior to 1978.  Therefore, in calculating the sales for resale cost of service, pre-1978 accumulated deferred income taxes are not deducted from their rate base.

Currently the Company has deferred income taxes in Accounts 190, 282 and 283.  As shown on Schedule 8 the total electric accumulated deferred income tax balance at September 30, 2001 is a net $887,090,986 and the Missouri jurisdictional amount is $819,595,436.  The net deferred income taxes are a deduction to the rate base.

Q.
What is the Company’s Missouri jurisdictional pro forma net original cost electric rate base at September 30, 2001?
A.
The Missouri jurisdictional electric rate base is $3,995,133,551 consisting of:

Original Cost of Property & Plant




$8,286,200,634
Reserve for Depreciation & Amortization



  3,591,330,097
Net Original Cost of Property & Plant



  4,694,870,537
Average Materials & Supplies




     145,603,470

Average Prepayments






         9,826,809
Cash Requirement (Lead/Lag)




       21,446,527
Interest Expense Cash Requirement




         1,134,000

Federal Income Tax Cash Requirement



         3,334,000

State Income Tax Cash Requirement




           (614,000)

Customer Advances for Construction




      (11,710,567)

Customer Deposits






      (13,041,477)

Deferred Pension Liability





      (36,288,686)

Accumulated Deferred Taxes on Income:



    (819,595,436


Total Missouri Jurisdictional Electric Rate Base 

$3,994,965,177
Q.
Please explain Schedule 9.
A.
Schedule 9 shows total electric and Missouri jurisdictional operating revenues per book and pro forma for the twelve months ending September 30, 2001.  The actual revenues through September 30, 2001 are known.

Q.
Why did the Company decide to update the revenues through September 30, 2001?
A.
The Company believes by updating the kWh sales and revenues through September 30, 2001 the most current peak summer months are included.  With increasing demands and sales it is important to use the latest actual normalized sales and revenues as possible to reflect the revenues and sales at the time the new rates become effective.

Q.
Are the revenues from interchange sales included on Schedule 9?
A.
No, the Company has traditionally treated the revenues from interchange sales as a reduction to the production expenses.  On Schedule 10-1, Line 4, Net Purchased and Interchange and Power and Line 13, Capacity Costs have been reduced for the revenues received form interchange sales.

Q.
Please explain the pro forma adjustment to the Missouri jurisdictional operating revenues on Schedule 9.

A.
The following pro forma adjustments are shown on Schedule 9: (1)  The gross receipts taxes were eliminated from revenues and from expenses, as they are add-on taxes that are just a pass through for the Company.  (2)  The unbilled revenues were eliminated to reflect the book revenues on a billing cycle basis.  (3)  The revenues were reduced to reflect normal weather.  The actual sales and revenues for the twelve months ended September 30, 2001 were higher than normal.  See the testimony of Company witness Richard A. Voytas for the weather normalization methodology utilized by the Company.  (4)  The revenues for the wholesale customer, City of Rolla, were eliminated as the City of Rolla left the service of AmerenUE on January 1, 2002.  (5)  The large Illinois customer Laclede Steel declared bankruptcy and greatly reduced its operations during the test year.  Therefore, the revenues for Laclede Steel were reduced to reflect their current level of revenue.

Q.
What are system revenues included on Schedule 9?

A.
System revenues are rents received from rental of buildings, agricultural land and interchange facilities plus the transmission service charges.  These revenues are removed from the jurisdiction where received and then the total allocated to jurisdictions based on the fixed allocation factor.  The system revenues are shown on Schedules 18 and 19 as a reduction to the revenue requirement and not as revenues since they are not generated from the provision of electric service to jurisdictional customers.

Q.
What are the Missouri jurisdiction pro forma electric operating revenues for the twelve months ended September 30, 2001?
A.
The Missouri jurisdiction pro forma electric operating revenues for the twelve months ended September 30, 2001 are $1,852,185,461 excluding the allocation of system revenues.

Q.
Please describe what is shown on Schedule 10?

A.
The total electric operating and maintenance expenses for the twelve months ended June 30, 2001,with certain expenses updated through September 30, 2001 are shown per books by functional classification, a listing of the pro forma adjustments, and finally the allocation of the total electric pro forma operating and maintenance expenses to Missouri jurisdiction appear on Schedule 10.

Q.
What total electric operating and maintenance expenses were updated through September 30, 2001?

A.
The actual production expenses through September 30, 2001 are known.  The revenues and kWh sales were updated through September 30, 2001 and in order to provide a proper matching of revenues and expenses the cost of producing these kWhs must also be updated through September 30, 2001.  The remaining operating and maintenance expenses were not updated, as the actual June 30, 2001 level is considered appropriate.

Q.
Will you please explain the pro forma adjustments of electric operating expenses for the year ending June 30, 2001 with certain known items updated through September 30, 2001?

A.
Details of the pro forma adjustments of operating expenses appear on Schedule 10-3.


Item 1 reflects the increased labor expense from annualizing the average 3.93% wage increase for management employees effective April 1, 2001 and the 3% wage increase for the Company's union employees effective July 1, 2001 per the labor contracts.  The annualized increase in the total electric operating labor resulting from the above increases is $7,803,120. The incentive compensation was subtracted out of the calculation as the wage increases only apply to base wages.


Item 2 is the reduction in the fuel expense due to eliminating the unbilled kWh sales to arrive at cycle billed kWh sales.  The unbilled kWh sales are recorded on the books of the Company.  Company witness Timothy Finnell took this adjustment for the unbilled kWh sales along with the other adjustments to kWh sales in Items 3 and 4 below and inputed them intothe Company’s Prosym Model to calculate the impact on the fuel expense.  The impact on the fuel expense from removing the unbilled kWh is a reduction in the fuel expense of $3,372,137.


Item 3 is the reduction in the fuel expense to reflect a normal level of kWh sales for the twelve months ended September 30, 2001.  The actual sales were higher than normal.  The variation of actual kWh sales to weather normalized kWh sales were calculated by Company witness Voytas.  Then Company witness Timothy D. Finnell took the weather adjusted kWh sales along with the other adjustments to the kWh sales and inputed them into the Company's Prosym Model to calculate the impact on the fuel cost.  The impact on total electric fuel expense to reflect normal kWh sales is a reduction in the fuel expense of $29,470,821.


The reduction in fuel expense from the lost kWh sales to the City of Rolla and Laclede Steel for the 12 months ended September 30, 2001 are reflected in Item 4.  As in Items 2 and 3, Company witness Finnell ran these lost kWh sales along with the other kWh adjustments through the Company’s Prosym Model to calculate the impact on the fuel cost.  The impact on total electric fuel expense to reflect the lost kWh sales is a reduction in the fuel expense of $4,777,151.

Item 5 is a reduction to the production expense to remove one-third of the spring 2001 Callaway Nuclear Plant refueling expense.  This adjustment is made as the Callaway Plant is only refueled every eighteen months.  Therefore, in order to reflect only twelve months of operating and maintenance expenses, it is necessary to only include two-thirds of the Callaway Plant refueling expense. The production expenses are reduced by $7,700,000 for outside contractors maintenance expenses, $2,666,667 for incremental overtime expense and $6,036,000 for the additional cost of replacement power.  This is a total adjustment of $16,402,667.  It is appropriate to include two-thirds of the latest Callaway Plant refueling expense in the test year, as this is the current level of expense related to a Callaway Plant refueling.  As Company witness Garry L. Randolph states in his Rebuttal Testimony, the last Callaway refueling outage time and expense are more indicative of the future Callaway refueling outage expenses than earlier refuelings.

Item 6 adjusts the transmission expenses to reflect a four year amortization of the withdrawal fee paid by Union Electric to the Midwest ISO during the twelve months ended June 30, 2001.  The total Union Electric payment to the Midwest ISO was $12,502,800.  The annual amortization based on a four-year amortization period is $3,125,700.  Therefore, the transmission expenses were reduced by $9,377,100 or the difference between  $12,502,800 and $3,125,700.  The testimony of Company witness David Whiteley provides information on the payment to the Midwest ISO.

Interest expense at 9% on customer deposits is added to the customer accounting expenses by Item 7.  The customer deposit balance at September 30, 2001 is deducted from the rate base.  The interest expense added to the customer accounting expenses is $1,238,940.

Item 8 reduces administrative and general expenses by $1,000,000 for the estimated cost of goodwill advertising.

Item 9 increases administrative and general expenses by $835,667 to reflect the six year amortization of the Year 2000 (Y2K) expenses that were recorded as a regulatory asset per the MPSC Report and Order in Case No. EO-96-14 effective January 4, 2000.  Staff witness Harrison also recommends a six-year amortization of the Y2K expenses in his testimony.

Finally, administrative and general expenses are increased to reflect the three-year amortization of the Company's additional expenses incurred in responding to this Excess Earnings Complaint Case (Rate Case Expense) in Item 10.  The Company's estimated additional expenses are $2,634,000 and a three-year amortization is $878,000 per year.  However, $257,600 of these expenses was paid during the twelve months ended June 30, 2001.  Therefore, the difference between the $878,000 and $257,600 or $620,400 is added to the administrative and general expenses.

Q.
What is the total impact on total electric operating and maintenance expenses from the above pro forma adjustments?

A.
As shown on Schedule 10, the total electric operating and maintenance expenses are decreased from $1,216,129,050 to $1,162,227,301 or a total decrease of $53,901,749 by the above pro forma adjustments.

Q.
What amount of the total electric pro forma operating and maintenance expenses is applicable to Missouri jurisdiction?

A.
As shown on Schedule 10-4, $1,047,366,899 of the total pro forma electric operating and maintenance expenses is applicable to the Missouri jurisdiction.


Q.
What is shown on Schedule 11?
A.
Schedule 11 shows the depreciation and amortization expenses by functional classifications for the test year ended June 30, 2001, per book and pro forma, and the allocation of the total electric pro forma depreciation and amortization expenses to the Missouri jurisdiction. 

Q.
What pro forma adjustments apply to the depreciation and amortization expenses?


A.
Schedule 11-2 details the following pro forma adjustments to the depreciation and amortization expenses.

Item 1 eliminates the portion of the depreciation and amortization expenses for multi use general facilities applicable to gas operations.  The related plant is removed from the electric general plant on Schedule 1.

Item 2 removes the FAS 133 impact of SO2 options as they were properly reclassified to miscellaneous non-operating income.

Item 3 eliminates a prior period adjustment to the amortization of intangible plant.

Item 4 increases depreciation expense to reflect the Company's proposed new depreciation rates applied to the September 30, 2001 depreciable plant balances.  The testimony of Company witness William M. Stout provides the detail of the Company's depreciation study and the resulting new depreciation rates the Company is proposing.  The Company's proposed new depreciation rates increase the depreciation expense by $29,535,239.



Also included in Item 4 is the amortization of Account 303 Capitalized Software at the Callaway Plant of $21,479.  This is a new item and the Company is purposing a five-year amortization.  The testimony of Company witness William M. Stout also contains support for this amortization period.



As a result of the Company's proposed new depreciation rates, the Company's depreciation reserve is underaccrued.  Item 5 adjusts the depreciation expense by $5,917,744 to reflect the twenty-year amortization of the net underaccrued depreciation reserve balance.  (See the testimony of Company witness William M. Stout for additional explanation of this adjustment.)

Q.
What are the total electric pro forma depreciation and amortization expenses and the amount applicable to the Missouri jurisdiction?

A.
As reported on Schedule 11-3 the total electric pro forma depreciation and amortization expenses are $303,200,968 with $280,003,104 allocated to the Missouri jurisdiction.

Q.
Please explain Schedule 12.

A.
Schedule 12 shows the taxes other than income for the twelve months ended June 30, 2001, per book and pro forma, and the allocation of the total electric pro forma taxes other than income to the Missouri jurisdiction.

Q.
Please list the pro forma adjustments required to arrive at the total electric pro forma taxes other than income?

A.
The following pro forma adjustments are required to arrive at the total electric pro forma taxes other than income.

Item 1 eliminates the portions of the taxes other than income applicable to the multi use general facilities applicable to gas operations.  The related plant investment is eliminated on Schedule 1.

Item 2 adjusts taxes other than income to remove the Missouri gross receipts taxes, as they are an add-on tax and just a pass through for the Company.  The pro forma book revenues also reflect the removal of the gross receipts taxes.

Item 3 eliminates the property taxes applicable to the plant held for future use, as this investment is not included in rate base.

Item 4 increases property taxes by eliminating a prior year adjustment to the Iowa property taxes.

The F.I.C.A. taxes are increased in Item 5 to reflect the annualization of the wage increases.


Q.
Reflecting the above pro forma adjustments to the taxes other than income, how much are the pro forma taxes other than income for the twelve months ended June 30, 2001 for total electric and Missouri jurisdictional?


A.
As reflected on Schedule 12-3, the pro forma total electric taxes other than income and the Missouri jurisdictional amount are $107,402,469 and $96,235,668 respectively.


Q.
What is Schedule 13?


A.  
Schedules 13-1 through 13-3 show the derivation of the federal and state income tax provisions for the pro forma test year.  Schedule 13-4 shows the income tax calculation at a 10.137% rate of return for total electric and Missouri jurisdictional. 



The income tax calculation reflects the income tax deductions for the twelve months ended September 30, 2001.  As the accumulated deferred income tax balances and the revenues were updated through September 30, 2001, a proper matching is achieved by using the September 30, 2001 current deferred income taxes and income tax deductions.

Q.
What pro forma adjustments were made to the book income tax deductions on Schedule 13-3?

A.
The following adjustments were made to the book income tax deductions shown on Schedule 13-3:



Item 1 replaces the book interest expense and interest income deductions with the interest synchronization calculation.



Item 2 adds a tax deduction for the AFUDC on debt.



Item 3 eliminates the adjustments made by the tax department to synchronize the tax department taxable income with book taxable income.



Item 4 eliminates the defeasance deduction as it is reflected in the interest synchronization.



Item 5 adjusts the book depreciation to include the change in depreciation expense due to the Company’s proposed depreciation rates.



Item 6 eliminates the FASB 106 liability deduction as the cost of service reflects the cash “pay as you go” expense.

Q.
As shown on Schedule 13-4, what are the income taxes at the requested rate of return for total electric and Missouri jurisdictional?

A.
The total income taxes at the requested rate of return as shown on Schedule 13-4 are $233,063,462 for total electric and $216,546,649 for Missouri jurisdictional.  The total income taxes include the deferred income taxes list on Schedule 14.


Q.
What is included on Schedule 14?


A.
Schedule 14 shows the net current deferred income taxes by account for the twelve months ended September 30, 2001.  The Company has deferred income taxes in accounts 190, 282 and 283.  The total electric pro forma amount shown of ($10,146,567) is the net amount, the provision less the amortization.  The Missouri jurisdictional amount of deferred income taxes is ($8,822,020).



Also shown on Schedule 14 is the amortization of the deferred investment tax credits, account 255.  The total electric pro forma amortization of deferred investment tax credits is ($5,997,221) with ($5,507,263) applicable to the Missouri jurisdiction.


Q.
What is calculated on Schedule 15?


A.
 Schedule 15 shows the calculation of the fixed or demand allocation factor.  The fixed factor is used to allocate the investment in production and transmission facilities and certain of their related operating expenses.  The fixed factor is based on the average of the Missouri jurisdictional four summer monthly coincident peaks in relation to the total Union Electric System's average four summer monthly peaks (the 4CP method).  The four summer monthly peaks for June, July, August and September 2001 are used.  The actual demands were adjusted to reflect that the wholesale customer City of Rolla left the Company’s system and the reduced demand of Laclede Steel.  As the revenues and kWh sales were updated through September 30, 2001 it is proper to use the peak demands through September 30, 2001.  The Company has in the past used the 12 CP method to calculate the fixed allocation factor.  See the testimony of Company witness Richard J. Kovach for the support of the 4CP method.

Q.
Using the 4CP method, what is the Missouri jurisdictional fixed allocation factor for the twelve months ended September 30, 2001?

A.
The Missouri jurisdictional fixed allocation factor based on the 4CP method for the twelve months ended September 30, 2001 is 91.36%.

Q.
Please explain Schedule 16?

A.
Schedule 16 calculates the variable allocation factor for the twelve months ended September 30, 2001.  The variable factor is based on pro forma kWh sales adjusted for losses to equal pro forma kWh output for the test year.  For the twelve months ended September 30, 2001, the per books kWh sales and kWh output are adjusted to eliminate the unbilled kWh sales, to reflect normal weather and to reflect he loss of the City of Rolla as a wholesale customer of Union Electric and the greatly reduced sales to Laclede Steel.  The losses were calculated for each jurisdiction.  (See the testimony of Company witness Richard J. Kovach for the explanation fo the loss calculation.)  The Missouri pro forma kWh output in proportion to the total Union Electric pro forma kWh output is the calculation of the variable factor.  The variable factor is used to allocate the fuel inventories and the production and transmission materials and supplies along with related taxes.  Also the majority of the production expenses including fuel are allocated using the variable factor.

Q.
What is the Missouri jurisdictional variable allocation factor for the pro forma twelve months ended September 30, 2001?

A.
The Missouri jurisdictional variable allocation factor for the pro forma twelve months ended September 30, 2001 is 88.45%.

Q.
What is shown on Schedule 17?

A.
Schedule 17 shows the calculation of the labor allocation factor for the twelve months ended June 30, 2001.  The Missouri jurisdictional labor excluding the administrative and general labor in proportion to the total electric labor excluding the administrative and general labor is the labor allocation factor.  The labor allocation factor is used to allocate general plant (system general) and the related general plant depreciation expense and taxes other than income and the administrative and general expenses except for account 930 001 and the EPRI assessment.  

Q.
For the twelve months ended June 30, 2001 what is the labor allocation factor for the Missouri jurisdiction?

A.
The Missouri jurisdictional allocation factor for the twelve months ended June 30, 2001 is 90.93%.

Q.
Please explain Schedule 18?

A.
Schedule 18 shows the Missouri jurisdictional rate base for the test year of $3,994,965,177 and the Missouri jurisdictional cost of service of $2,000,182,830 at the requested return of 10.137%.  See the testimony of Company witness Katherine McShain for the development of the 10.137% rate of return.

Q.
What does Schedule 19 show?

A.
Schedule 19 compares the Missouri jurisdictional cost of service of $2,000,182,830 with the Missouri jurisdictional pro forma operating revenues under the present rates of  $1,852,185,461, excluding the system revenues.  It shows that the cost of service for the test year is $147,997,369 more than the pro forma operating revenues at present rates.



IMPACT ON REVENUE REQUIREMENT REFLECTING 4 CSR 240-10.020

Q. Are you familiar with 4 CSR 240-10.020?

A.
Yes.  That is a Commission rule that prescribes the method that the Commission must follow in accounting for income derived by gas, electric, water, telegraph, telephone and heating utilities from their investment of depreciation funds.

Q.
Generally what does this rule require?

A.
This rule generally requires that in the process of setting a utility’s rates, the Commission must provide the utility’s customers with a 3% annual credit to reflect income from investment of the money in the utility’s depreciation reserve account.  The rule applies regardless of whether the utility’s depreciation reserve account is represented by a fund ear-marked for that purpose.

Q.
Has the Commission followed this rule in recent years in setting rates for utilities?

A.
No.  In recent years, instead of following this rule, the Commission has subtracted accumulated depreciation from utilities’ investment in rate base in calculating the return that is provided to the utilities’ shareholders.  In other words, the utility’s rate of return is multiplied by net rate base (i.e. original cost less accumulated depreciation) to calculate the return component of the utility’s revenue requirement.

Q.
Have you calculated the impact on the Company’s rates if the Commission were to follow 4 CSR 240-10.020?

A.
Yes.  Schedule 20 shows what the impact on the Company’s revenue requirement would be if the Commission complied with the provisions of 4 CSR 240-10.020.  This schedule shows that using the high end of the Staff’s proposed rate of return of 8.60%, the overall increase to the Company’s revenue requirement that would result from the application of this rule is $287.0 million.  If the Company’s proposed rate of return of 10.137% is used, the impact of following this rule on the Company’s revenue requirement is 375.9 million.

Q.
Is the Company proposing to implement rates that reflect compliance with this rule?

A.
No.  The rates that the Company is proposing do not reflect the effect of complying with this rule.  The Company is providing the impact of Rule 4 CSR 240-10.020 as additional support for the appropriateness of its proposed revenue requirement and the resulting rates filed to produce the Company’s revenue requirement. 

Q. Does this conclude your testimony?

A.
Yes it does.

 QUALIFICATIONS OF GARY S. WEISS


My name is Gary S. Weiss and my business address is 1901 Chouteau Avenue, St. Louis, MO 63103.  I reside in St. Louis County, Missouri.

My educational background consists of a Bachelor of Science Degree in Business Management from Southwest Missouri State University received in 1968 and a Masters in Business Administration from Southern Illinois University at Edwardsville received in 1977.

I was employed by Union Electric Company in June of 1968 and was employed continuously until January 1, 1998, except for a two-year tour of duty with the United States Army.   Effective with the merger of Union Electric Company and Central Illinois Public Service Company into the Ameren Corporation, I assumed employment with Ameren Services.  My work experience started at Union Electric as an Accountant in the Controller’s function.  I worked as an accountant in the Internal Audit Department, General Accounting Department, and Property Accounting Department from 1968 through 1973.  In 1974 I was promoted to a Senior Accountant in the Internal Audit Department.  In 1976 I was promoted to Supervisor in the Rate Accounting Department.  The Rate Accounting Department was combined with the Plant Accounting Department in 1990 to form the Plant and Regulatory Accounting Department. In December 1998 the Regulatory Accounting Section and I were moved to the Financial Communications Department.  I am currently a direct report to the Controller.

My duties as Supervisor of Regulatory Accounting include preparing cost of service studies by type of utility and regulatory jurisdiction and developing accounting exhibits and testimony for use in applications for rate changes for both AmerenUE and AmerenCIPS.  I provide assistance to the Controller regarding (1) rate case and regulatory accounting, (2) the need for and the timing of rate changes and (3) the effect on financial forecasts of proposed rate changes.  I conduct studies to determine the effect on filed tariffs and operating income of various accounting policies and practices, analyze the results and suggest appropriate rate changes.  I prepare regularly required reports and exhibits for the various regulatory commissions.  I provide data, answer inquiries, arrange meetings, and otherwise assist representatives of regulatory commissions in conducting their audits and reviews.  I am also responsible for filing various reports and requests with the Securities and Exchange Commission.

I have submitted testimony concerning cost of service before the Missouri Public Service Commission, the Illinois Commerce Commission, the Iowa State Commerce Commission, and the Federal Energy Regulatory Commission.  I have also provided anti-trust testimony before the Federal Court.
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Gary S. Weiss, being first duly sworn on his oath, states:


1.
My name is Gary S. Weiss.  I work in St. Louis, Missouri, and I am employed by Ameren Services Company as Supervisor-Regulatory Accounting.

2. Attached hereto and made a part hereof for all purposes is my Rebuttal Testimony on behalf of Union Electric Company d/b/a AmerenUE consisting of ____ pages, Appendix 1 and Schedules __ through __, all of which have been prepared in written form for introduction into evidence in the above-referenced docket.

3. I hereby swear and affirm that my answers contained in the attached testimony to the questions therein propounded are true and correct.

________________________________________









Gary S. Weiss

Subscribed and sworn to before me this ____ day of May, 2002.




________________________________________ 









Notary Public

My commission expires: 
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