
 Exhibit No.:  
  Issues: Overview of Application 

 Witness: Craig D. Nelson 
 Type of Exhibit: Direct Testimony 
 Sponsoring Party: Union Electric Company 
  d/b/a AmerenUE 
 Case No.: EA-2005-0180 
 Date Testimony Prepared: December 21, 2004 
 
 
 
 
 
 

MISSOURI PUBLIC SERVICE COMMISSION 
 

Case No. EA-2005-0180 
 
 
 

DIRECT TESTIMONY 
 

OF 
 

CRAIG D. NELSON 
 
 

ON BEHALF OF 
 

UNION ELECTRIC COMPANY, 
d/b/a AmerenUE 

 
 
 
 

** Denotes Highly Confidential Information**
 
 
 
 
 

St. Louis, Missouri 
December, 2004

NP 





DIRECT TESTIMONY 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

OF 

CRAIG D. NELSON 

CASE NO. EA-2005-0180 

 I. INTRODUCTION 

Q. Please state your name and business address. 

A. My name is Craig D. Nelson.  My business address is One Ameren Plaza, 1901 Chouteau 

Avenue, St. Louis, Missouri 63103. 

Q. What is your job title and duties or responsibilities? 

A. I am Vice President – Strategic Initiatives of Ameren Services Company (“Ameren 

Services”).  I became Vice President - Strategic Initiatives on October 15, 2004.  Prior to 

that time I was Vice-President – Corporate Planning of Ameren Services and led the 

Corporate Planning Department which provides various corporate, administrative and 

technical support services for Ameren Corporation (“Ameren”) and its affiliates, 

including Union Electric Company d/b/a AmerenUE (referred to herein as "Company" or 

"AmerenUE").  Additional information regarding my educational and employment 

history is contained in Appendix A. 

Q. What are your responsibilities regarding AmerenUE’s proposed service to Noranda 

Aluminum, Inc. (“Noranda”)?  

A. While Vice President – Corporate Planning I became responsible for overseeing the 

process necessary to enable Noranda to become a regulated customer of AmerenUE and 

have continuing responsibility with regard to the Noranda matter. 

Q. What is the purpose of your testimony? 
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A. The purpose of my testimony is to give an overview to this proceeding from AmerenUE’s 

 perspective.  I will explain the relevant facts and circumstances surrounding AmerenUE’s 

 willingness to provide electric service to Noranda as a regulated customer, and the 

 conditions related to that service.  I will also introduce other AmerenUE witnesses who 

 are sponsoring testimony in this proceeding. 
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Q. Please identify the AmerenUE’s witnesses in this proceeding and summarize their 

testimony. 

A. Mr. Wilbon L. Cooper, who is the Manager of Rate Engineering for Ameren Services and 

who has primary responsibility for providing rate engineering and analysis support for 

AmerenUE, will describe certain of the terms and conditions and rate components 

associated with the proposed Large Transmission Service tariff (“LTS”) that is included 

as part of AmerenUE’s filing in this case and under which Noranda would take service 

(The LTS tariff is attached as an exhibit to the Agreement between AmerenUE and 

Noranda, the Agreement is attached hereto as Schedule CDN-1, and the form of LTS 

tariff is also attached to the Company’s Application as Exhibit D thereto).  As Mr. 

Cooper’s testimony indicates, the LTS tariff was designed to treat Noranda or any other 

customers qualifying for the LTS tariff substantially the same as other large industrial 

customers of the Company, but with two exceptions, as follows:  (a) the LTS tariff takes 

into account the fact that energy line losses are different for an LTS customer and (b) the  

LTS tariff recognizes that LTS customers do not use any AmerenUE-supplied 

distribution.  Mr. Richard Voytas, who is the Manager of Corporate Analysis for Ameren 

Services and who provides, among other services, resource planning support for 

AmerenUE, will address revenue requirement analyses that have been prepared relating 
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to serving Noranda.  Mr. Voytas also addresses from an integrated resource planning 

perspective the capacity needs associated with serving Noranda.  As Mr. Voytas’s 

testimony indicates, analysis shows that from the perspective of native load customers, 

AmerenUE’s production costs per megawatt hour (“MWh”) are on average less with 

Noranda than without Noranda by between $2 and $3 per MWh over a 20-year planning 

horizon.   Mr. Edward Pfeiffer, who is the Manager of Electric Planning for Ameren 

Services, and who in that capacity has responsibility for providing a variety of services to 

AmerenUE relating to the operation of AmerenUE’s transmission system, provides 

testimony with respect to transmission related issues.  In short, Mr. Pfeiffer’s testimony 

indicates that there is no transmission-related impacts associated with adding the Noranda 

load.  I note as well, that Noranda will be sponsoring witnesses who testify about the 

need for AmerenUE to be its long-term electricity supplier, and will discuss the criticality 

of electric service at reasonable rates to Noranda’s electricity-intensive operations, and 

the economic and other benefits associated with Noranda’s continued presence as a major 

employer and economic factor in Missouri, particularly in southeast Missouri. 
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Q. Please briefly describe your understanding of Noranda’s operations and its need for 

electricity. 

A. Noranda owns and operates a large aluminum smelting facility located on the banks of 

the Mississippi River just outside New Madrid, Missouri.  Noranda employs over 1,100, 

including over 800 union employees who are members of the International Brotherhood 

of Steel Workers, and is the region’s largest employer.  Aluminum smelting is an energy-

intensive operation.  Noranda requires a very large quantity of electric energy nearly 

100% of the time (Noranda’s load factor is 98%, meaning that Noranda uses and 
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consumes the maximum energy it might need 98% of the hours in a year).  Noranda is the 

single largest consumer of electricity in the state of Missouri.  As one might imagine, 

electricity is Noranda’s single largest expense.  In summary, both operationally, due to 

Noranda’s need for a large quantity of reliable electric power, and economically, due to 

the impact of electricity costs on Noranda’s overall cost of producing aluminum, 

electricity is a key component of Noranda’s operations.   
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I would note that the Missouri legislature has recognized the importance of aluminum 

smelters such as Noranda by giving them the right to choose the electric supplier from 

whom they desire to obtain electric power.  That right was granted by enactment (with 

unanimous approval in both the Missouri House and the Missouri Senate) of H.B. 208 

(merged with S.B. 555, and codified as Section 91.026, RSMo.), which was signed by 

Governor Holden on May 22, 2003.  As discussed below, Noranda has selected 

AmerenUE as that electric supplier.   

I would also note that Noranda is a good fit for AmerenUE because Noranda is a high 

load factor customer and AmerenUE is an electric utility with a large proportion of base 

load generation.  As Mr. Voytas discusses in more detail in his testimony, this allows 

AmerenUE to more effectively operate its base load and peaking generation and to spread 

the fixed costs associated with it over more megawatt hours.  Noranda’s load is roughly 

equivalent to the Metro East service territory’s load, but Noranda has a much higher load 

factor (98% versus 79%) which means that Noranda allows AmerenUE to more 

efficiently use its base load generation. 

Q.        Please provide the background which led to AmerenUE’s willingness to serve 

Noranda as a regulated customer. 
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A. It is my understanding that Noranda’s current power contract expires on May 31, 2005 

and will not be renewed.  As a consequence, Noranda representatives approached 

AmerenUE about it being a possible supplier to the Noranda facility.  After initial 

discussions a letter of intent was executed between AmerenUE and Noranda.  The letter 

of intent was a non-binding agreement but set forth the mutual interest of the parties in 

outlining the terms and conditions by which AmerenUE would be willing to provide 

electric service to Noranda as a regulated customer.  The letter of intent was superseded 

by a subsequent Agreement reached between the parties (Schedule CDN-1).  In the 

Agreement, AmerenUE and Noranda agreed to the terms and conditions by which 

AmerenUE would be Noranda’s regulated supplier of electricity, which includes approval 

of the LTS tariff by the Missouri Public Service Commission (“MPSC” or 

“Commission”) as part of this Application.  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Q. Where did Noranda receive power before it entered into its current contract that 

expires on May 31, 2005? 

A. Until a few years ago Noranda had a 30-year contract with Associated Electric 

Cooperative, Inc. (“AECI”) and the City of New Madrid but currently obtains its power 

under a purchased power contract.  AECI is not interested in serving Noranda because 

AECI needs the capacity that it would take for it to serve Noranda to meet its own 

growing cooperative system needs.   

Q. Are there any conditions precedent that are required in order for AmerenUE to 

provide service to Noranda?
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A. Yes.  AmerenUE’s commitment to being Noranda’s electric supplier is conditioned upon 

AmerenUE completing the transfer of the Metro East service area to AmerenCIPS by 

June 1, 2005, and completing the transfers of the Kinmundy and Pinckneyville 

combustion turbine generators (“CTGs”) from Ameren Energy Generating Company to 

AmerenUE by June 1, 2005, as AmerenUE determines to be to its satisfaction and sole 

discretion.  AmerenUE also requires an order from the MPSC granting AmerenUE a 

Certificate of Public Convenience and Necessity extending its Missouri service area to 

incorporate the premises which includes Noranda’s New Madrid aluminum smelter. 
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Q. Can you explain why AmerenUE requires these conditions to be met as a condition 

to it serving Noranda? 

A. Yes.  With respect to the Metro East service area and Kinmundy and Pinckneyville CTG 

transfers, they are required in order that AmerenUE have sufficient capacity to serve the 

Noranda load in the near term.  As I mentioned earlier, the Noranda load is extremely 

large, especially in comparison to other AmerenUE customers.  Taking into consideration 

the Noranda load, plus accounting for line losses and a short-term 15% reserve margin, 

AmerenUE will need to have total capacity of **              ** in order to serve the 

Noranda load.  Using an appropriate long-term 17% reserve margin for integrated 

resource planning, AmerenUE will need a total of 

16 

17 

**              **  of capacity to serve this 

load.  Short or long-term, AmerenUE does not have sufficient capacity to serve Noranda 

without first completing both the Metro East and Kinmundy and Pinckneyville CTG 

transfers.  Mr. Voytas elaborates further on this particular issue of AmerenUE’s capacity 

needs.    
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Q.        You state that the subject transfers would need to be satisfactory as determined in 

 the sole discretion of AmerenUE.  Can you elaborate? 
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A. Yes.  As the Commission is aware, AmerenUE has filed an Application for Rehearing 

with regard to the Metro East service area transfer.  Though the Commission approved 

the transfer, there were a number of conditions attached.    While I am not here to debate 

the merits of AmerenUE’s Application for Rehearing or the Commission’s order in the 

Metro East case, it suffices to say that the Metro East order as it now stands is an 

impediment to AmerenUE’s ability to serve Noranda.  In order for AmerenUE to proceed 

further with serving Noranda as a regulated customer, there needs to be a satisfactory 

resolution of the Metro East case, and then AmerenUE will be able to acquire the 

capacity it needs by, in effect, shedding the Metro East load which makes the generation 

currently serving Metro East available to AmerenUE and thus available to serve Noranda.  

That, in turn, allows the Pinckneyville and Kinmundy CTG transfers to occur which, 

together with shedding the Metro East load, provides AmerenUE with sufficient capacity 

to serve Noranda.     

 Q. You also indicated that AmerenUE must receive an order to its satisfaction from the 

Commission granting AmerenUE a Certificate of Public Convenience and Necessity.  

Why does AmerenUE require the order to be to its satisfaction? 

A. AmerenUE is desirous of protecting itself and its ratepayers from any undue harm or 

detriment that may result from serving the Noranda load.  For example, both AmerenUE 

and Noranda are requesting the Commission to approve the LTS tariff in its current form.  

In its current form the LTS tariff calls for certain credit requirements and provisions 

regarding transmission service that are not ordinarily included in regulated tariffs or rates.  
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Nonetheless, given the size of the Noranda load and its location, AmerenUE believes it is 

critical that the credit requirement terms be part of the tariff, and that Noranda have 

responsibility for the costs of transmission service outside the AmerenUE footprint as a 

condition to AmerenUE providing service.  Therefore, a Commission order that affirms 

the form of the LTS tariff as we propose is a critical condition to this transaction.   
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Q. Does this mean that the Commission would be forbidden from changing the LTS 

tariff at a later point in time and face the consequence of AmerenUE deciding not to 

serve Noranda? 

A. No.  AmerenUE recognizes that the Commission will have continuing authority over 

tariffs and rates over which it has jurisdiction.  It is conceivable that in a later rate case 

the Commission would approve changes to the LTS tariff terms and conditions, or find 

that Noranda should be served on a different rate.  At bottom, the Commission will have 

the continuing authority when any future rate proceedings respecting AmerenUE’s rates 

occur, to determine the just and reasonable tariff and tariff terms and rates under which 

Noranda will be served.  I am not advocating that any changes to the LTS tariff would 

necessarily occur but undoubtedly the rate components in that tariff and AmerenUE’s 

tariffs in general would undergo scrutiny and review in subsequent rate proceedings and 

conceivably certain aspects of the tariff may change.  Having said this, there is merit to 

Noranda being served under a tariff and rate different than the Large Primary Service 

(“LPS”) rate (which, absent the new LTS tariff, would have applied to service to 

Noranda).  AmerenUE would expect that the MPSC would take those merits into account 

in future proceedings. The reason it makes sense for Noranda (or any other customer with 

Noranda’s characteristics) to take service under the new LTS rate is because Noranda is 
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unique from other customers in terms of the size of its load, because no AmerenUE 

distribution is required to serve Noranda, and because of the credit and transmission 

service requirements that apply to Noranda, but which typically do not apply to an LPS 

customer.  
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Q. Are there other terms and conditions either in the agreement or LTS tariff that you 

would like to address? 

A. Yes.  Both the Agreement (Schedule CDN-1) and the LTS tariff call for a minimum 15-

year term for service from AmerenUE.  A five-year notice of intent to terminate service 

under the LTS tariff is also required meaning, for example, that if a customer desires 

service to terminate at the end of year 15, notice must be given to AmerenUE in year 10.  

The five-year notice is required in order to ensure a smooth transition in terms of 

matching capacity with system growth.  Stated differently, if Noranda provides notice of 

its intent not to take service under the rates at a later point in time, AmerenUE’s annual 

load growth will, over that five-year period of time, help to ensure better synchronization 

of AmerenUE’s capacity and system needs. 

Q. Are there other aspects of the tariff that are unique? 

A. Yes.  AmerenUE’s rates ordinarily do not contain specified credit requirements.  The 

credit requirements are provided for in the tariff terms and conditions.  However, given 

the size of the customer and load and consequently, the potential exposure or risk to 

AmerenUE, certain credit requirements were determined to be appropriate and are a part 

of the tariff.  These credit requirements, in addition to credit requirements already 

existent, provide AmerenUE additional protection should certain of the triggering events 

take place.   
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Another unique feature of the LTS tariff is the transmission service requirements.  There 

are two components of the transmission service requirements provisions in the tariff.  

First, approval must be received from the appropriate regional transmission organization 

(“RTO”) to incorporate the customer’s load within AmerenUE’s network integration 

transmission service agreement without the obligation or requirement that AmerenUE 

construct, upgrade or improve any existing or new transmission plant or facilities.  In this 

respect, AmerenUE has been apprised that the Midwest Independent Transmission 

System Operator, Inc., which is the RTO of which AmerenUE is a part, will not require 

AmerenUE to construct, upgrade, or improve any existing or new transmission plant or 

facilities to serve the Noranda load.  I should note that Noranda will receive transmission 

service using the same AECI transmission lines that today are used to deliver power to 

Noranda, hence this is not a case where a new load is coming onto the transmission 

system which might require transmission upgrades. Rather, the existing transmission 

system, as it does today, can handle Noranda’s needs.  Second, the LTS tariff makes clear 

that the customer, in this case Noranda, is responsible, at the customer’s cost, for securing 

any necessary firm transmission service throughout the term outside of AmerenUE’s 

currently existing control area at no cost or charge to AmerenUE, except for energy line 

losses.  This would apply if AmerenUE were for some reason not able to utilize its 

Interchange Agreement with AECI to serve Noranda.  The tariff goes on to state that the 

customer agrees to indemnify and hold AmerenUE harmless from all such costs and 

charges imposed or billed, in that the customer is responsible for all costs and charges 

imposed or billed to AmerenUE from an RTO that are based on the fact that Noranda’s 

load is not directly connected to AmerenUE’s system.  Again, these provisions protect 
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AmerenUE from any additional costs or charges that would not otherwise be incurred but 

for the fact it is serving this particular load outside of its control area.  Mr. Pfeiffer 

addresses these issues in more detail in his testimony. 
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Q.         Is AmerenUE required to construct any distribution or transmission 

facilities in order to serve Noranda? 

A.         No. Noranda has its own distribution facilities that connect to AECI’s transmission 

facilities and thus AmerenUE will not need to construct or supply any distribution or 

transmission facilities or services to serve the Noranda load.  As noted earlier, this is an 

important reason for developing the new LTS tariff.   

Q. Does this conclude your testimony? 

A. Yes, it does.
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QUALIFICATIONS OF CRAIG D. NELSON 

 

My name is Craig D. Nelson.  My business address is One Ameren Plaza, 1901 Chouteau 

Avenue, St. Louis, Missouri 63103.  

I am Vice President – Strategic Initiatives of Ameren Services Company (“Ameren 

Services”) and Vice President of Central Illinois Public Service Company d/b/a AmerenCIPS 

(“AmerenCIPS”). 

I earned a Bachelor’s Degree in Accounting in 1977, graduating with highest honors, and 

a Master’s in Business Administration in 1984.  Both degrees were awarded by Southern Illinois 

University. 

I worked for Arthur Andersen & Co. from 1977 to 1979, when I joined Central Illinois 

Public Service Company as a Tax Accountant.  In 1979, I was promoted to Income Tax 

Supervisor.  I served in various tax and accounting positions until 1985 when I was appointed 

Assistant Treasurer.  In 1989, I became Treasurer and Assistant Secretary, a position I held for 

seven years.  In 1996, I was elected Vice President of Corporate Services.  After Union Electric 

and CIPSCO Incorporated merged, I was named Vice President, Merger Coordination for 

Ameren Services effective December 31, 1997.  In 1998, I assumed the additional responsibility 

of Vice President of Regulatory Planning.  On June 1, 1999, I was appointed Vice President - 

Corporate Planning.  Effective October 15, 2004, I was appointed Vice President - Strategic 

Initiatives. 

My duties and responsibilities include Ameren Corporation’s business and corporate 

services initiative, Post-2006 initiative, and power supply acquisition for Ameren’s load-serving 

companies. 
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