BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of the Application of Union
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UNION ELECTRIC COMPANY’S d/b/a AMERENUE’S FOURTH RESPONSE TO THE COMMISSION’S DECEMBER 30, 2004 ORDER DIRECTING FILING
COMES NOW Union Electric Company d/b/a AmerenUE (the “Company” or “AmerenUE”) and hereby files its Fourth Response to the Commission’s December 30, 2004 Order Directing Filing (the “Order”).  In this regard, AmerenUE states as follows:
Introduction


1.
The Order directs the Company to conduct and provide to the Commission “least cost” analyses of four different scenarios using the minimization of the present worth of long-run utility costs, as called for by the Commission’s Electric Utility Resource Planning Rule (4 CSR 240-22).  The Order also directed the Company to provide a narrative description and summary of the analyses consistent with each of the four scenarios.
    

2.
On January 3, 2005, the Company filed its Initial Reply to the Order.  The Company filed additional responses on January 6 and January 24, 2005, and prior to this filing, has provided analyses relating to three of the four scenarios (Scenarios 1, 3 and 4).

3.
The four scenarios are summarized as follows:

a.
The Metro East transfer does not occur, and AmerenUE does not serve Noranda on June 1, 2005 (i.e., the status quo);
b.
The Metro East transfer does not occur, but AmerenUE does serve Noranda on June 1, 2005 (this scenario is purely a hypothetical that will not occur because AmerenUE does not have sufficient capacity to serve both loads);
c. The Metro East transfer does occur, and AmerenUE does not serve Noranda on June 1, 2005 (this is the scenario that would have existed if the Metro East transfer had occurred and the proposal to serve Noranda had not been made); and
d. The Metro East transfer does occur, and AmerenUE does serve Noranda on June 1, 2005 (this is the scenario that the Company seeks to accomplish as a result of its request for authority to transfer the Metro East service territory in this case and to serve Noranda in Case No. EA-2005-0180).

 Executive Summary

4.
Provided with this Response are analyses for all four scenarios.  Analyses for Scenarios 1, 3 and 4 are being re-submitted with this Response which was originally intended to include only the Scenario 2 analysis which had not previously been done, because an error was discovered in the spreadsheets relating to the Scenario 1, 3 and 4 analyses that were submitted with the Company’s January 6 and January 24 filings.  That error arose from double-counting certain fixed and variable production costs in each of these scenarios.  We explain that error in more detail below, but in brief, by double-counting certain of these production costs, AmerenUE’s aggregate generation-related production costs in each of the three scenarios previously submitted were overstated.  AmerenUE contacted Staff to apprise them of the error before filing this Response and was advised that Staff was aware of same.  
5.
Correcting this error does not change which of the four scenarios is most beneficial for Missouri ratepayers, nor does it change the relative ranking of each scenario relative to the other scenarios.  In summary, Scenario 4 – transferring the Metro East service territory and then serving Noranda – is the most beneficial of the four scenarios for Missouri ratepayers, as demonstrated by the following table, which ranks each of the four scenarios from lowest to highest cost
:  
	Scenario
	Total Cost in $/MWh
	Description

	4
	      $53.17
	Transfer Metro East to AmerenCIPS; Serve Noranda

	2

	      $54.32
	Keep Metro East; Serve Noranda

	3
	      $54.45
	Transfer Metro East to AmerenCIPS; Do Not Serve Noranda

	1
	      $55.45
	Do not transfer Metro East to AmerenCIPS; Do Not Serve Noranda


Discussion of the Analyses Submitted with this Fourth Response
6.
Attached to this Fourth Response as Exhibit A are the detailed results of the requested analysis of Scenario 2.  Also attached to this Response, as Exhibits B, C and D, respectively, are the detailed results for Scenarios 1, 3 and 4 (updated to correct the double-counting error noted above).  The Scenario 1, 3 and 4 analyses submitted with this Response are, except for correcting the double-counting error, identical to those submitted on January 24, 2005 with the Company’s Third Response.  

7.
The double-counting error corrected in this filing is simple and occurred as a result of an oversight on the part of the Company’s analysts.  The error occurred when fixed and variable operation and maintenance (“O & M”) costs were counted twice in the tables reflected in Exhibits B through D – once in the row labeled “Total Production Cost ($mm)” and once in the row labeled “Embedded Cost, $/MWH.”  The error caused the “Total Cost, $/MWH” to be overstated in the results for the three scenarios which were previously submitted.  For example, the total generation-related production costs for AmerenUE (using the figures from when the O & M was mistakenly double counted under Scenario 4) were $63.39/MWh, as reflected in Exhibit C submitted with the Company’s Third Response on January 24, 2005.  By correcting the error, the total generation-related costs dropped to $53.17/MWh, as reflected on Exhibit D attached to this Response.
8.
More specifically, the double-counting error occurred when the Company’s analysts inadvertently failed to remove the fixed and variable O & M cost components from the MIDAS production cost modeling run as these cost components were cut and pasted into spreadsheets that serve as the workpapers for the Scenarios 1-4 analyses.    Again, these costs were already included in the Embedded Cost component which is based on AmerenUE’s actual 2003 revenue requirement. The MIDAS modeling itself was and is correct, and the actual AmerenUE revenue requirement for 2003 is correct, but in compiling the spreadsheets from which Exhibits B through D were produced, the analysts should have carried over only the fuel and emission cost components from the MIDAS production costing runs, not the fixed and variable production costs. 
9.
Nonetheless, as did the results presented in the past three weeks and indeed as did the test year-based least cost analysis presented to the Commission in the Metro East evidentiary hearings last Spring, these corrected analyses show that transferring the Metro East service territory to AmerenCIPS results in lower costs for ratepayers versus the option of not transferring the Metro East service territory to AmerenCIPS.  This is true independent of any considerations relating to Noranda.  It is also true independent of any consideration of non cost-based benefits of completing the Metro East transfer.
  The analyses requested by the Commission include, however, considerations related to Noranda.  Moreover, if one considers Noranda, all of the results – those presented in the Noranda docket together with those submitted on January 6, January 24 and with this filing – show that serving Noranda versus not serving Noranda (Scenario 4) is the best of these options for ratepayers.       

10.
A further point regarding the Scenario 2 analysis submitted with this Response also bears noting.  The Scenario 2 analysis results submitted with this Response unrealistically assumes that AmerenUE could acquire or build the very large
 quantity of capacity that would be required to keep the Metro East load and to serve Noranda by June 1, 2005.  That assumption is false.  Consequently, Scenario 2, though listed in the table in paragraph 5 as an option, is indeed not an option.  The only options truly under consideration are reflected in Scenarios 1, 3 and 4.  Of those options, there is no doubt that Scenario 4 (transfer Metro East and serve Noranda) is superior to all others and, even if Noranda was not at issue, there is no doubt that Scenario 3 (transferring Metro East) is superior to not doing so.  
Conclusion
11.
The Order also required the Company to provide “the complete analysis underlying each of these studies to Staff and the Office of the Public Counsel.”  The workpapers (i.e. the “complete analysis”) provided to Staff and Public Counsel one week ago has not changed and provide the entire basis for the four analyses submitted with this Response.  The only changes that have been made to those workpapers – to remove the double-counting of certain O & M costs as described above – are reflected in the attached results.    
12.
The Company regrets any confusion this double-counting error may have caused.  The error was discovered just prior to the date this filing was due and, upon discovering it, the Company promptly corrected it and notified the Commission’s Staff of the error.  As a result of that notification, the Company understands the Staff had previously identified the error.  

13.
Finally, these results, and indeed all of the results provided in response to the Order, confirm what the test year-based least cost analysis showed at the evidentiary hearings which occurred some 11 months ago.  Transferring the Metro East service territory lowers costs versus not transferring the Metro East service territory, and remains a good deal for Missouri ratepayers.  Serving Noranda, which is also in the public interest, and is dependent on transferring the Metro East service territory,
 should also be approved because these analyses show serving Noranda is beneficial versus not doing so.    
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Respectfully submitted, 

SMITH LEWIS, LLP

/s/ James B. Lowery

James B. Lowery, #40503

P.O. Box 918

Columbia, MO 65205-0918

(573) 443-3141

(573) 442-6686 (facsimile)

lowery@smithlewis.com
Joseph H. Raybuck, Mo. Bar. No. 31241

Managing Associate General Counsel
Edward C Fitzhenry

Associate General Counsel
Ameren Services Company

One Ameren Plaza

P.O. Box 66149 (MC 1310)

St. Louis, MO 63166-6149

314-554-2976
314-554-4014 (fax)

jraybuck@ameren.com

Attorneys for Union Electric Company

CERTIFICATE OF SERVICE TC "CERTIFICATE OF SERVICE" \f C \l "1" 
I hereby certify that a copy of the foregoing document was served on the following parties of record by e-mail this 31st day of January, 2005, at the e-mail addresses set forth below:

General Counsel

Missouri Public Service Commission

P.O. Box 360

Jefferson City, Missouri 65102

gencounsel@psc.mo.gov
Office of the Public Counsel

P.O. Box 7800

Jefferson City, Missouri 65102


John.Coffman@ded.mo.gov

" 

opcservice@ded.mo.gov



Robert C. Johnson


Lisa C. Langeneckert

The Stolar Partnership LLP

911 Washington Avenue

St. Louis, MO 63101

bjohnson@stolarlaw.com
llangeneckert@stolarlaw.com
Paul M. Ling

Great Plains Energy Services

1201 Walnut, 20th Floor

Kansas City, MO 64106-2124

paul.ling@kcpl.com 
Diana M. Vuylsteke

Bryan Cave, LLP

211 N. Broadway, Suite 3600

St. Louis, MO 63102

dmvuylsteke@bryancave.com

/s/James B. Lowery

James B. Lowery
APPENDIX 1

The following table shows total generation-related production costs, on a present worth basis, as presented in the Company’s January 6, January 24, and January 31 filings, ranked from least cost to highest cost.  “N/a” stands for “not available,” given that some analyses had not been done at the time of earlier filings.
	Scenario
	January 6 Filing
	January 24 Filing
	January 31 Filing


	4
	$62.68
	$63.39
	$53.17

	2
	n/a
	n/a
	$54.32

	3
	$65.55
	$65.62
	$54.45

	1
	n/a
	$65.73
	$55.45



Regardless of the aggregate level of generation-related production costs in the various filings, all of the filings show that the least cost scenario is Scenario 4 – transferring the Metro East service territory and in turn serving Noranda.  All of filings also show, as did the test year-based least cost analysis submitted in 2004, that transferring the Metro East service territory is a lower cost option than not transferring the Metro East service territory, independent of any Noranda-related or other non-cost based considerations. 

� The Order also directed the Company to provide discussion regarding any alternative plans that it has to meet its infrastructure commitments contained in the Stipulation and Agreement approved by the Commission in Docket No. EC-2002-1, a discussion that was provided in the Company’s January 6, 2005 filing in this case.


� Appendix 1 attached to this Response summarizes all of the results submitted by the Company in this filing, as well as the Company’s January 6 and January 24 filings. 


� As discussed in more detail in paragraph 10 below, the results submitted with this filing with regard to Scenario 2 are hypothetical and unrealistic because the Scenario 2 analysis, as were the analyses of the other scenarios, assumed service to Noranda on June 1, 2005 with continuing service to Metro East.  Service to both loads on June 1, 2005 cannot occur.  


� Benefits we have previously discussed, including freeing the Company and the Commission from the inherent conflicts that exist from AmerenUE’s operations in two different states with different regulatory regimes and promoting the Commission’s stated desire that AmerenUE meets its capacity needs with hard assets – steel in the ground – a desire promoted by the Metro East transfer.


� The actual capacity needed by June 1, 2005 (which is highly confidential) is discussed in the highly confidential version of Mr. Voytas’ pre-filed Direct Testimony in the Noranda docket at p. 5, line 6 to page 6, line 6.


� And transferring the Pinckneyville and Kinmundy combustion turbines, which is also necessary to serve Noranda, depends on transferring Metro East.  We would also note that Mr. Voytas’ affidavit, which accompanied the Company’s January 18, 2005 Response to Dr. Proctor’s affidavit, demonstrates that the “Ameren system” also lacks sufficient capacity to “give” to AmerenUE to allow AmerenUE service to both the Metro East service territory and Noranda, though in any event, it would be inappropriate for AmerenUE to depend on unregulated generation from its affiliates. 


� This last column reproduces the table shown in the body of the Response to which this Appendix is attached.
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