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Q. Please state your name and business address. 

A. My name is Richard A. Voytas.  My business address is 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 Manager of the Corporate 

Analysis section in the Corporate Planning Department.  

Q. Are you the same Richard A. Voytas who previously submitted direct 

testimony in this docket? 

A. Yes.  

Q. What is the purpose of your surrebuttal testimony? 

A. The purpose of my surrebuttal testimony is to address issues related to the Metro 

East-related rebuttal testimonies of Staff witnesses Robert E. Schallenberg and Michael S. 

Proctor.  The Commission’s approval of the Metro East transfer on February 10, 2005 renders 

Mr. Schallenberg’s and Dr. Proctor’s Metro East-related testimony moot, but given that it has 

been filed, I am addressing it in my surrebuttal testimony.  The Company’s counsel may also 

address their Metro East-related testimony in other filings with the Commission.   

Q. Did you rely upon any particular information in preparing your surrebuttal 

testimony? 
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A. Yes.  I relied on workpapers submitted by Staff in “STAFF RESPONSE TO 

AMERENUE FILINGS” in the Metro East docket submitted on February 7, 2005.  I also relied 

on the Company’s analyses of the impact of serving Noranda submitted in the Metro East docket 

after I submitted my direct testimony in this case on December 20, 2004.  In particular, I relied 

upon the Company’s January 31, 2005 Metro East docket filing which included considering of 

the cost impact of adding Noranda. 
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Q. How does the Commission’s approval of the Metro East transfer on 

February 10, 2005 impact your surrebuttal testimony with regard to Mr. Schallenberg and 

Dr. Proctor? 

A. Their Metro East-related testimony is directed entirely to Staff’s contention that 

transferring the Metro East territory without considering Noranda is, in Staff’s view, detrimental 

to the public interest.  It is my belief Staff no longer holds that view given that Mr. Schallenberg, 

at his February 8, 2005 deposition, stated that Staff would not hold the view that the Metro East 

transfer is detrimental to the public interest if the Commission approved it because the 

Commission “would have made a finding in that case [Metro East] that it’s not detrimental to the 

public interest.”  Schallenberg Depo. P. 16, lines 16-17.  Mr. Schallenberg was also very clear 

during his deposition that Staff basically favors the Noranda Application, subject only to a 

resource adequacy condition suggested by Dr. Proctor and Staff has issues with the proposed 

Large Transmission Service (“LTS”) tariff.  Mr. Nelson’s surrebuttal testimony responds to Dr. 

Proctor’s concerns relating to his resource adequacy condition, and Mr. Cooper’s surrebuttal 

testimony addresses the LTS tariff issues.  Regardless, all of the analyses submitted in the Metro 

East docket that examine serving Noranda show that transferring Metro East, which has now 

2 



Surrebuttal Testimony of  
Richard A. Voytas 
 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

been approved, and in turn serving Noranda, is clearly a lower cost option for the Company and 

Missouri ratepayers versus any other case where Noranda is not served. 

Q. Please explain. 

A. In compliance with the Commission’s December 30, 2004 Order Directing Filing 

in the Metro East docket, the Company examined four different scenarios and filed analyses on 

all four scenarios.  The Company’s final filing (submitted on January 31, 2005) is attached to my 

surrebuttal testimony as Schedule RAV-14.  This filing is the filing discussed by Mr. 

Schallenberg in his rebuttal testimony.  In brief, the Company’s January 31 filing in the Metro 

East docket shows that the lowest cost option is to transfer Metro East and in turn to serve 

Noranda (“Scenario 4” in that filing) versus the other options that were under consideration in 

that filing, including the option of not transferring Metro East.  That is precisely the scenario that 

will occur if the Company’s Application in this case is approved now that Metro East has been 

approved and will be transferred. 

Q. You earlier referenced a Staff filing in response to the Company’s filings.  

What did Staff’s filing show? 

A. Staff’s February 7 Metro East filing, though flawed in a number of respects as 

discussed in more detail below, confirmed that under the conditions by which the Metro East 

transfer will now occur, as ordered by the Commission, transferring Metro East and in turn 

serving Noranda is the lowest cost option to AmerenUE versus the other options under 

consideration.   

Q.  Does the basic premise of Mr. Schallenberg’s rebuttal testimony matter at 

this point? 
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A. No, but in order to provide the Commission with more complete information 

about inaccuracies in Mr. Schallenberg’s rebuttal testimony, I am providing additional 

information for the Commission in Sections III and IV of my surrebuttal testimony. 
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Q. Briefly summarize Mr. Schallenberg’s position regarding the Metro East 

transfer. 

A. Mr. Schallenberg states it is Staff’s position that the Metro East Transfer as 

proposed by Ameren as a necessary condition for AmerenUE serving the Noranda load is 

detrimental to the public interest. 

Q. Does Staff’s pleading submitted on February 7, 2005 support Mr. 

Schallenberg’s contention that the Metro East Transfer is detrimental to the public 

interest? 

A. No.  Assuming that the results shown in tables 1.1 to 3.3 on pages 6 to 10 of 

Staff’s filing are accurate, the following conclusions can be drawn from Staff’s filing: 

1. Transferring Metro East and in turn serving Noranda (Scenario 4) is 
the best option for Missouri ratepayers under Staff Cases 1 and 2. 

 
2. Ignoring Noranda entirely, transferring Metro East (Scenario 3) is a 

better option than not transferring Metro East (Scenario 1) under Staff Cases 1 
and 2.3. 

 
3. Case 3 is not applicable because it assumes the Company would not 

make the “first” JDA amendment.  The first JDA amendment and the economic 
benefits of it are assured by the Commission’s February 10 order approving the 
Metro East transfer rendering Staff’s Case 3 irrelevant and moot.  
 
Q. You suggested that there are flaws in Staff’s analysis in any event.  Is one of 

those flaws related to Mr. Schallenberg’s contention at page 7, lines 3-4 of his rebuttal 
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testimony that “Ameren uses a high discount rate, 9.4%, that places greater value on early 

year cost differentials.” 

A. Yes.  First, recognize that Staff changed the discount rate to 7.79% in their filing 

and still produced results that favored the Metro East transfer as a better deal for Missouri 

ratepayers.  Although I am a user of AmerenUE financial parameters, not the developer of them, 

my understanding is that AmerenUE is facing significant future investment to support customer 

needs.   Increased capital expenditures contribute to increased risks, and as risk increases, the 

Company’s cost of capital increases.  As with capital budgeting and valuation analyses 

performed by the Company, when evaluating longer-term capital decisions or analyses which 

have a meaningful degree of permanence additional sources of risk must be accounted for.  

Using risk adjusted discount/hurdle rates and costs of capital which capture such risks is more 

appropriate for such analyses than simply using a spot measurement of cost of capital which only 

captures, to the extent measured correctly and objectively, investors’ current return expectations.  

Current measures of cost of capital do not assure that investments or business decisions will meet 

investors’ future return requirements.    

In fact, the cost-of-capital used to support the analyses in my direct testimony and in 

Schedule RAV-14 is identical to that used internally by AmerenUE to evaluate capital 

decisions.  By design, it attempts to ensure that future capital costs, debt and equity, have a 

reasonable chance of being realized.  It is a hurdle rate that places more stringent criteria on 

decisions that add to rate base.  This serves to the ultimate benefit of ratepayers and helps keep 

rates competitive.  

Q. Mr. Schallenberg also claimed at page 7, lines 8-10 of his rebuttal testimony 

that “incremental administrative and general (A&G) expenses is overstated to the extent 
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that there would be any material increase in these expenses at all under the no Metro East 

Transfer scenario.”  Please respond. 

A. Neither the Company nor Staff has ever had the need to attempt to allocate A&G 

expenses down to the individual generating plant level.  Allocated A&G administrative expenses 

are a major cost component in the Metro East transfer economic analysis.  The alternative to the 

transfer is the addition of 1,100 MW of combustion turbine generators (“CTGs”) which will 

essentially triple the size of AmerenUE’s CTG fleet.  The new, state-of-art CTGs as opposed to 

the existing fleet of AmerenUE CTGs are highly tuned machines designed to achieve the lowest 

emissions possible.  Continuous emissions monitoring systems are installed with each new 

machine.  The emissions are analyzed and reported to the Environmental Protection Agency each 

month.  There is significant additional accounting reporting work associated with the type of 

financing associated with many of the new CTGs.  Additional natural gas supply staff has been 

added to meet the fuel requirements for the CTGs.  A significant amount of engineering support 

is needed to maintain and improve the new CTG operations.  To assert that there that there are no 

incremental A&G expenses associated with tripling the size of AmerenUE’s CTG fleet with 

1,100 MW of state-of-the-art CTGs is both illogical and unreasonable.  Omitting an A&G cost 

component for the 1,100 MW of CTGs that AmerenUE would have had to add absent the Metro 

East transfer understates the benefit of the Metro East transfer to Missouri ratepayers.   

Q. On page 7 lines 17-20 of his rebuttal testimony Mr. Schallenberg states that 

the study performed by AmerenUE did not increase fixed operation and maintenance 

(O&M) expense over the twenty year horizon of the study.  Is that statement true and what 

impact would increasing fixed O&M expenses have on the results of the study? 
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A. Mr. Schallenberg is partially correct.  The Company did include increases in fixed 

O&M expenses for new capacity added in both the “with and without Noranda” cases studied 

over the twenty year planning horizon.  However, it did not include any increases in fixed O&M 

expenses during the twenty year planning horizon in the generation existing as of the end of 

2003.  However, these increases would have to be added to both the “with and without Noranda” 

scenarios in the same amount.  The impact would be to increase the difference between the two 

cases in favor of the “with Noranda” scenario.  That result is due to the fact the same fixed O&M 

expense would be spread over more MWh in the “with Noranda” scenario.  The “with Noranda” 

scenario is the only relevant scenario at this time now that Metro East has been approved.   

Q. On page 7 and 8 lines 21-22 and 1-2 of his rebuttal testimony Mr. 

Schallenberg states that the study performed by AmerenUE did not consider the impacts of 

capital expenditures to its existing generation fleet for environmental compliance purposes.  

Is that statement true and what impact would including additional capital expenditures for 

that purpose have on the results of the study? 

A. Mr. Schallenberg is correct.  The Company did not include any additional capital 

expenditures to its existing generation fleet for environmental compliance purposes in its study.  

As with the fixed O&M expenses any additional costs would need to be added to both the “with 

and without Noranda” scenarios in the same amount.  Again the impact would be increase the 

difference between the two cases in favor of the “with Noranda” scenario and, again, that is the 

only scenario at issue at this time.  That result is due to the fact that the same investment cost 

would be spread over more MWh’s in the “with Noranda” scenario.  I will address the 

environmental capital expenditures added by Staff in Staff’s February 7, 2005 Metro East filing 

in my surrebuttal to Dr. Proctor’s testimony in Section IV. 
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Q.   Mr. Schallenberg states that Ameren used a four-month coincident peak 

(4 CP) methodology as the starting point for the allocation of investment costs among the 

Missouri, Illinois and FERC jurisdictions before consideration of the Metro East Transfer.  

Staff changed it to twelve-month coincident peak (12 CP) in their modified analysis.  Please 

comment. 

A.   The Staff’s modification of the Company’s 4 CP allocation method to a 12 CP 

increased the costs associated the Metro East transfer.  Despite the change and corresponding 

cost increase, Staff’s modified analysis showed that both the Metro East transfer by itself as well 

as the combination of the Metro East transfer and the addition of the Noranda load benefited 

AmerenUE Missouri ratepayers.  Although I am not a cost of service expert, the use of  

inconsistent allocation methods for AmerenUE production and transmission plant between two 

state jurisdictions results in either greater than or less than full recovery of costs.  This result 

underscores another reason for, as well as the need for, the Metro East transfer.  Granting the 

Company’s request to transfer its MetroEast service territory to AmerenCIPS, an Illinois only 

company, and thereby making AmerenUE’s a Missouri only jurisdictional electric utility should 

mitigate, if not eliminate, the need for future disagreements on the allocation of common 

production and generation plant investment between two state jurisdictions.  

Q. On page 9, line 12 in his testimony Mr. Schallenberg states “Lack of data 

from Ameren or disagreements over study approaches and assumptions have created the 

current opposition to the Metro East Transfer.”  Please comment. 

A. Unfortunately Mr. Schallenberg does not mention the specific lack of data that he 

is complaining about.  Consequently, I cannot respond to Mr. Schallenberg’s allegation of a lack 

of data.  In terms of the disagreements of study approaches as those approaches relate to the 

8 



Surrebuttal Testimony of  
Richard A. Voytas 
 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Metro East transfer least cost analysis, the record in the Metro East case together with the record 

in this case shows that Staff has come full circle on the type of least cost analysis that it prefers.  

It almost appears that Staff was searching for that special analysis methodology that will show 

that the Metro East transfer will not benefit Missouri ratepayers.  Let me explain.  Beginning 

with the Company’s prior attempt to reach settlement with Staff regarding the Metro East 

transfer, both Staff and the Company utilized a historical test year approach to do the economic 

analysis of the transfer.  The results showed that the transfer benefited Missouri ratepayers.  

Then during the Metro East transfer proceedings Staff witness Dr. Proctor stated that he 

preferred “budget forecasts for any of the direct or indirect costs associated with the transfer.”  

Schedule RAV-14 is a budget forecast of the type Dr. Proctor indicated he preferred.  Staff took 

the Company’s forecast and modified it.  Even after the modifications, the results of the Metro 

East transfer least cost analysis showed a benefit to Missouri ratepayers.  Knowing this, Mr. 

Schallenberg claimed in his deposition in this case (page 50, lines 10 through 13) that the 

numbers used in the budget forecast are not “the dollars that are gonna be on the [actual] books” 

and it takes a rate case to determine the actual dollars for a historical test year.  What Mr. 

Schallenberg is saying is that Staff now seems to have switched back to a preference for a test 

year approach, which is the approach initially taken by the Company and filed in the Metro East 

docket.     

Q. On page 9, line 14 in his rebuttal testimony, Mr. Schallenberg states “Since 

AmerenUE contends that it is beneficial to AmerenUE to add load (i.e., the Noranda Load), 

it is questionable that it can be beneficial to AmerenUE to lose load (i.e., the Metro East 

Load).” Do you agree with his statement?  
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A. Absolutely not. Furthermore, the statement reveals a lack of understanding of the 

very nature of the two fundamentally different transactions.  

Q. Why? 

A. At a very basic level resource planning is just keeping supply equal to load. One 

can visualize this notion as a mathematical equation: supply = load.  By his testimony, Mr. 

Schallenberg assesses the transactions, Metro East transfer and Noranda, to be approximately 

equivalent on the load (demand) side of the resource planning equation. However, he fails to 

recognize it is on the supply side of the resource planning equation that the two transactions 

differ. In fact, because of the difference on the supply side of the equation, both transactions 

CAN be (and are) beneficial to AmerenUE Missouri ratepayers, a conclusion reached by both 

Staff’s and the Company’s analyses. 

Q. Please explain the differences on the supply side? 

A. For the Metro East transaction, one can conceptually view it as AmerenUE’s 

Missouri customers acquiring a “slice” of existing generation assets which has an embedded cost 

of $374/Kw and includes a variety of generation assets (i.e. coal, nuclear, hydro, combustion 

turbines, etc).  In order to validate Mr. Schallenberg’s incorrect assertion that the transactions 

are just opposites, when adding the Noranda load AmerenUE would first have to sell this slice of 

existing generation freed up by the Metro East transfer.  Obviously, this is not the transaction 

that AmerenUE proposed.  To serve the Noranda load, AmerenUE is proposing to utilize its 

existing fleet of low cost generation, which would include the newly acquired slice freed up by 

the Metro East transfer, to provide the additional energy for serving Noranda.  In addition, 

AmerenUE would acquire combustion turbines in 2006-2007 to meet the new capacity (i.e. 
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reliability requirements) imposed by the addition of the Noranda load. From this explanation, it 

should obvious that these two transactions are substantially different. 

Q. Since the transactions are vastly different on the supply side resources, can 

both transactions be beneficial to AmerenUE? 

A. Again, absolutely.  The revenue requirement analyses submitted in both the Metro 

East docket and in this case prove this conclusively.  In the Metro East Transfer, AmerenUE 

acquires low production cost generating assets at book value. These generating assets would be 

used to lower the production cost for AmerenUE’s existing customers. Currently, AmerenUE’s 

Illinois customers receive the benefits of these low cost assets. With Noranda, AmerenUE will 

utilize its existing low production cost generation to supply energy to Noranda. In addition, 

AmerenUE will acquire combustion turbines to fulfill its reliability needs. In a nutshell, these are 

the differences that make both transactions beneficial to AmerenUE. 

Q. Mr. Schallenberg refers at pages 9 -10 at lines 23 to 3 of his rebuttal 

testimony to “Ameren’s Missouri retail regulated operations subsidy of Illinois non-

regulated generating operations through the current Joint Dispatch Agreement” (“JDA”).   

Please comment. 

A. I will respond to the specifics of Staff’s attempt to analyze the impact of the JDA 

on the Metro East transfer in my surrebuttal testimony to Dr. Proctor’s rebuttal testimony in 

Section IV.  Using Staff’s own analysis of the JDA, Staff shows that the Metro East transfer is 

the lowest cost option for AmerenUE Missouri ratepayers under the only two relevant cases that 

Staff analyzed.  The continuation of the existing JDA has not and will not cost AmerenUE 

Missouri ratepayers anything during the current rate moratorium.      
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Q. Is it your understanding that Dr. Proctor was the primary Staff analyst who 

incorporated an estimate of the environmental upgrade costs based on a recent Ameren 

financial filing? 

A. Yes.  Based on Dr. Proctor’s deposition, it is my understanding Dr. Proctor took 

environmental capital expenditure estimates from a recent Ameren SEC Form 10-K filing, 

spread these expenditures evenly over the time periods mentioned in the filing, and included the 

annual capital expenditures in Staff’s analysis of Scenarios 1-4 as submitted in Staff’s February 

7, 2005 Metro East filing. 

Q. Did Dr. Proctor include an estimate of fixed and variable O&M which would 

be associated with the environmental capital expenditures? 

A. No. 

Q. Why would Dr. Proctor include the environmental capital expenditures as 

they were incurred in his analysis as opposed to when the equipment was used and useful? 

A. Based on Dr. Proctor’s deposition, it appears that Dr. Proctor simply did not have 

enough information to make this determination.  Regardless, in the process of computing net 

present values for these capital expenditures, Dr. Proctor’s approach will increase the net present 

value which makes the Metro East transfer look more costly. 

Q. After the environmental equipment was assumed to go into commercial 

operation did Dr. Proctor make a corresponding decrease in variable production  emissions 

costs to reflect reduced emissions at the AmerenUE generators plants with the emissions 

technology? 

A. No.  This too makes the Metro East transfer look more costly. 
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Q. Did Dr. Proctor consider the potential for electric market price increases that 

may be directly related to new environmental equipment installations? 

A. No.  The level of environmental capital expenditures required for all coal burning 

plants in the Midwest will force many marginal coal units to be retired.  This in turn will put 

upward pressure on electric market prices.  An increase in electric market prices will impact the 

least cost analyses of Scenarios 1-4. 

Q. Is Staff familiar with emissions control technologies? 

A. Dr. Proctor stated in his deposition that he was only generally familiar with 

emissions controls technologies. 

Q. Is Staff familiar with emissions rules that may or may not require the capital 

expenditures used by Dr. Proctor in Staff’s February 7, 2005 analysis? 

A. Dr. Proctor stated that he does not have expertise in this area. 

Q. Does the Company know how it will comply with the final emissions rules? 

A. Final emissions rules have not been issued.  The Company’s emissions 

compliance strategy is still in the developmental stage.  To attempt to put environmental capital 

expenditure placeholders into the least cost analyses that support both the Metro East transfer 

and Noranda certificate cases, appears to be a meaningless exercise at this point.  When a 

comprehensive strategy is defined, it will be a relatively complex task that requires knowledge of 

the emissions rules, emission control technologies and operating constraints and electric price 

market modeling to incorporate this cost component into any analyses.  

Q. On page 4 of Staff’s February 7, 2005 filing, Staff states they “want to 

provide full information to the Commission with respect to the effect of the JDA” and “to 
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make the Commission aware of the material effect of the JDA on the proposed Metro East 

Transfer”. Do you think their analysis fulfills these objectives?  

A. No.  

Q. Why? 

A. The portion of the analysis related to the JDA is fundamentally flawed. 

Consequently, the analysis does not provide the information that Staff has required in order to 

conduct the studies. Any conclusions drawn are flawed from the start.  

Q. Please explain why the analysis is flawed? 

A. When performing resource planning, the Company plans for AmerenUE by itself. 

AmerenUE is defined as AmerenUE –Missouri customers, AmerenUE –Illinois customers 

(which will soon change because of the transfer), AmerenUE wholesale customers, and sales to 

off-system parties. On page 2, Staff acknowledges this fact by correctly stating that AmerenUE’s 

analysis was performed on a stand-alone basis.  

  The Staff’s fundamental mistake is in taking this stand-alone analysis and 

applying the terms of the JDA.  It is incorrect to apply the allocation terms of the JDA to the 

“stand-alone” off-system profits. 

Q. Why is it incorrect to apply the JDA’s allocation terms to the “stand-alone” 

off-system profits? 

A. With the JDA in place, off-system sales will be different than the off-system sales 

from the “stand-alone” analysis.  Apparently, Staff assumed that operating under the JDA will 

not materially impact the amount of off-system sales.  

Q. Is the assumption that operating under the JDA will not materially impact 

the amount of off-system sales correct?  
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A. No. 

Q. Will the off-system sales be more or less operating under the terms of the 

JDA?   

A. I do not know. But, I do know that under the JDA, the generating fleets of both 

AmerenUE and Ameren Energy Generating Company (“AEG”) have the opportunity to sell off-

system and this reality will impact the off-system sales analysis. The off-system sales from the 

combined generating fleets are allocated, according to the terms of the JDA, to both AmerenUE 

and AmerenCIPS. Staff’s incorrect “JDA analysis” assumed that only off-system sales from 

AmerenUE’s fleet are allocated between AmerenUE and AmerenCIPS. 

Q. Is an analysis that models the JDA a simple task?  

A. No. Analyzing the JDA requires that the generation and load for both companies 

be modeled in a production costing model that has the ability to mimic JDA type dispatch as well 

as stand alone dispatch.  

Q. If the analysis you describe above was done, could the profits of off-system 

sales be allocated accurately for the model?  

A. Yes. 

Q. Did you see any other problems with the JDA portion of the Staff’s analysis 

and, if so, what were those problems? 

A. Yes, there are other problems. In applying the allocation terms for off-system 

sales under the JDA, the Staff used projected numbers from various analyses for 2006. Staff 

proceeded to use these 2006 allocations for every year of the 20-year study. To have the correct 

allocations, Staff needs to calculate them for each year separately. Then, Staff should have 
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applied the allocations to the off-system sales calculated from a modeling run using both 

AmerenUE’s and AEG’s generation performed as described above. 

Q. Why is calculating the allocations for every year important? 

A. If one uses just one year’s allocations for every year, the allocation will not reflect 

the resource plans for the other 19 years. For example, under the current terms of the JDA, off-

system sales are allocated based on each company’s load, though that will now change as a result 

of the first amendment to the JDA. One of the major inputs, and biggest unknowns, to a JDA 

analysis is Ameren Energy Marketing’s (“AEM”) post-2006 load responsibilities.  As Dr. 

Proctor recognized during his deposition, the continued implementation of retail choice in 

Illinois (which began in 1999) makes AEM’s post-2006 load responsibilities an unknown.  

Further, there is expected to be an auction process in place beginning January 1, 2007.  What, if 

any bids are won by AEM will not be known until mid 2006, and can change each year as a 

result of the auction process.  By using just the one year, the Staff simply assumed AEM’s (and 

AmerenUE’s) load shapes stay the same for each year of the study period. I am certain the load 

shapes will change. 

Q. What impact does this flawed JDA analysis have on their results? 

   A. Due to the flaw in the JDA analysis alone, the results for Staff’s Case 2 (off-

system profits allocated on generation) and Case 3 (off-system profits allocated on load) are 

invalid and meaningless. Cases 2 and 3 certainly fall short of the Staff’s objective “to provide 

full information to the Commission with respect to the effects of the JDA”. 

Q. Does this conclude your testimony? 

A. Yes, it does.  
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BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

 
In the Matter of the Application of Union  ) 
Electric Company d/b/a AmerenUE for  ) 
an Order Authorizing the Sale, Transfer  ) 
and Assignment of Certain Assets, Real Estate, ) Case No. EO-2004-0108 
Leased Property, Easements and Contractual ) 
Agreements to Central Illinois Public  ) 
Service Company d/b/a AmerenCIPS, and ) 
in Connection therewith, Certain Other  ) 
Related Transactions.    ) 
 

 
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.1     

 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: 

                                                 
1 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. 
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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 
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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 cost2:   

Scenario Total Cost in 
$/MWh

Description

4       $53.17 Transfer Metro East to AmerenCIPS; Serve Noranda 
23       $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 

                                                 
2 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.  
3 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.   

  Schedule RAV-14 
 

3



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.4  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.        

                                                 
4 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. 
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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 large5 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 
                                                 
5 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. 
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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,6 should also be approved because these analyses show serving Noranda is 

beneficial versus not doing so.     

Dated:  January 31, 2005 
 
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 

                                                 
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.  
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CERTIFICATE OF SERVICE 
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 
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 
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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 Filing7

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.  

                                                 
7 This last column reproduces the table shown in the body of the Response to which this Appendix is attached. 
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CERTIFICATE OF SERVICE 
I hereby certify that a copy of the foregoing document was served on the following 

parties of record by e-mail this 14th day of February, 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 
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

Duncan Kincheloe 
Missouri Joint 
Municipal Electric Utility Commission 
2407 W. Ash 
Columbia, Missouri 65203 
(573) 445-3279 
(573) 445-0680 (fax) 
 
Mark W. Comley  
Newman, Comley & Ruth P.C.  
601 Monroe, Suite 301  
P.O. Box 537  
Jefferson City, Missouri  65102-0537  
Telephone:   573-634-2266  
Fax:              573-636-3306 
dkincheloe@mpua.org
comleym@ncrpc.com
 
 
 
 
 
 
 
 
 

 
 
 

 
 /s/James B. Lowery
 James B. Lowery 
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