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STAFF RESPONSE TO AMERENUE FILINGS
Comes now the Staff of the Missouri Public Service Commission (Staff) in response to the January 28, 2005 Order Directing Filing of the Missouri Public Service Commission (Commission).  The Commission’s Order Directing Filing stated that the Staff should respond by February 7, 2005 to the filings made by Union Electric Company, d/b/a AmerenUE (AmerenUE) in response to the Commission’s December 30, 2004 Order Directing Filing.  In compliance with the Commission’s January 28, 2005 Order Directing Filing, the Staff states as follows:
Background

For purposes of the Staff’s analysis, the Staff has modified the filing made by AmerenUE on January 31, 2005.  The modifications to AmerenUE’s analysis include the following:

1. The Staff’s analysis looked at total Missouri Load, including both retail and wholesale.  AmerenUE’s Missouri wholesale load is comprised of wholesale energy sales to various Missouri cities.  AmerenUE’s analysis only included Missouri retail load.

2. The Staff used a 12 Coincident Peak (CP) method for allocating fixed power pool costs rather than the 4 CP (four summer months: June, July, August and September) used by AmerenUE.  AmerenUE used a 12 CP methodology until the Staff’s 2001-2002 excess revenues/earnings complaint case, when AmerenUE used a 4 CP methodology for jurisdictional allocations.

3. The Staff based its fixed charge rate on the assumption of a 10.5% return on equity (ROE) rather than the 13.5% ROE used by AmerenUE.  This change also lowered the discount rate used in the Staff’s present value calculations.

4. The Staff did not include the incremental administrative and general (A&G) expenses that AmerenUE added to its study.

5. The Staff included an estimate of the environmental upgrade costs based on Ameren’s latest available estimates of what those future costs will be.  These costs should not be confused with the costs respecting the Staff’s liabilities issues with AmerenUE.

6. Staff ran three cases for the allocation of profits from off-system sales.

Case 1. All profits allocated to AmerenUE on a stand-alone basis.  (AmerenUE’s analysis filed January 24, 2005 is performed on this basis, which is not consistent with the operation of the AmerenUE - Ameren Energy Generating (AEG)/Ameren Energy Marketing (AEM) Joint Dispatch Agreement (JDA)).

Case 2. Profits allocated between AmerenUE and AEG/AEM based on generation.  (Allocation basis proposed by Staff in the Metro East Transfer case as Amendment 1 to the JDA; AmerenUE initially agreed to the Staff’s proposed Amendment 1 to the JDA, but AmerenUE changed its position in its Application For Rehearing to match its proposal on Amendment 2 to the JDA that it also proposed in its Application For Rehearing).
Case 3.
Profits allocated between AmerenUE and AEG/AEM based on load.  (Methodology consistent with the present operation and terms of the JDA)

For each case, the Staff evaluated each of the four scenarios submitted by AmerenUE respecting its Metro East Transfer proposal and its Noranda Load proposal:

Scenario 1.
No Metro East Transfer / No Noranda Load

Scenario 2.
No Metro East Transfer / Yes Noranda Load

Scenario 3.
Yes Metro East Transfer / No Noranda Load

Scenario 4.
Yes Metro East Transfer / Yes Noranda Load

The Staff included both Missouri retail and wholesale loads in its analysis.  The standard for the Metro East Transfer is not detrimental to the public.  The standard for a certificate of convenience and necessity is necessary or convenient for the public service. 

The Staff used the 12 CP allocation methodology because historically this is the allocation methodology that has been used to establish AmerenUE’s rates.

The Staff used a 10.5% ROE as a conservative, i.e., high, estimate of AmerenUE’s cost of capital.  The 10.5% ROE is the Commission’s most recent ROE finding, and although used by the Commission for a utility with a lower equity ratio, the Staff believes a 10.5% ROE is more reflective of an ROE that is consistent with a fair rate of return on equity in today’s financial markets than the 13.5% used by AmerenUE in its analysis.  It is likely that AmerenUE’s actual cost of capital is lower than 10.5%.

The Staff did not include the incremental administrative and general (A&G) expenses in its analysis because it has no evidence that such expenses are caused by, or even correlated, with generation capacity.

The Staff added estimates of the future environmental upgrade costs because these are almost certain to occur in the not too distant future.  In addition, the Commission included these costs as a detriment in its Report And Order for which rehearing has been granted.  The Staff agrees with the inclusion of these costs.  The Staff calculated results with and without these environmental upgrade costs so as to provide the Commission with relevant information as to the effect of these costs on the various Metro East Transfer and Noranda Load scenarios. The Staff calculated the detriment from these costs to be in the range of what the Commission’s earlier findings were on this item in its October 6, 2004 Report And Order for which it has granted a rehearing.  The Staff wants to make it clear that the environmental upgrades analysis in this filing does not include the economic effect of the liabilities issues that are part of this case.  The environmental matters that are covered in the analysis that the Staff is submitting to the Commission, in response to the Commission’s December 30, 2004 Order Directing Filing, is limited to inclusion, in certain instances, of the cost of environmental upgrades to the AmerenUE generating units.  The liabilities issues are a separate area of analysis not included in the recent filings of AmerenUE and the Staff.

The Staff ran three cases for various allocations of the profits from off-system sales because the treatment of the JDA has been a major issue in this case and will likely continue to be a major issue.  The Staff wants to provide full information to the Commission with respect to the effect of the JDA.  The Staff raised the JDA as part of its analysis, not to seek out an opportunity to attack the JDA, but to make the Commission aware of the material effect of the JDA on the proposed Metro East Transfer based on the present terms of the JDA.

Analysis Results

The results of the Staff’s analysis are shown on Schedules 1 though 4 attached to this pleading.  Schedules 1 through 3 are the year-by-year results for Cases 1 through 3 involving different allocations of profits from off-system sales.  For each case, results are reported for all four scenarios and for calculations that do not include the environmental upgrade costs as well as calculations that do include the environmental upgrade costs.  Schedule 4 gives a summary for each case including the results for with and without environmental upgrade costs.  The summary for each sub-case consists of four columns: 

       Column

1) “NPV” is a net present value calculation over the twenty year period shown on Schedules 1 through 3; 

2)  “$/MWh” puts this present value calculation on a dollar per megawatt-hour (MWh) basis; 

3) “Rank” shows the scenario that is the lowest cost on a $/MWh basis with the rank of 1 being lowest cost, 2 being next lowest cost, etc.; and 

4)  “Per Year” is a calculation of a fixed annual dollar amount per year that has the same present value as shown in the NPV column.
All NPV and Per Year numbers are in millions of dollars of cost.  The various components of cost included are:

1) Production Related Costs

· Fuel

· Emissions

· Purchased Power

· Operation and maintenance expenses for new generation facilities

2) Embedded Fixed Costs

· Based on 12 months ending December 31, 2003

· Excludes production related costs included above

3) New Capital (Fixed) Costs

· Generation added to meet 15% reserve requirement

· Excludes incremental administrative and general (A&G) expenses

4) Environmental Upgrade Costs

· Costs for upgrading existing plants to meet new Environmental Protection Agency (EPA) NOx standards

· Cost for upgrading existing plants to meet proposed Clean Air Interstate Rule standards.

5) Profits From Off-System Sales

Case 1. All profits allocated to AmerenUE on an AmerenUE stand-alone basis.

Case 2. Profits allocated between AmerenUE and AEG/AEM based on generation.

Case 3. Profits allocated between AmerenUE and AEG/AEM based on load.

Case 1:  Schedule 1 gives the year-by-year results for Case 1 where all the profits from off-system sales go to AmerenUE.  This case is described as the AmerenUE Stand-Alone case, meaning that AmerenUE has no JDA obligation to serve the load of AEG/AEM at incremental cost, therefore AmerenUE receives full market value for the energy transferred to its affiliates.  This analysis is based on AmerenUE receiving the full benefit of its generation not used to serve its Native Load (Missouri retail, Missouri wholesale and, in the no Metro East transfer scenarios, the Metro East load) through sales in the off-system markets for electricity (sometimes called spot markets, or in the case of the Midwest Independent Transmission System Operator, Inc. (Midwest ISO), the day-ahead and real-time energy markets).  The following table shows how the various scenarios rank on a dollars per MWh basis for Case 1.

Table 1.1: Case 1 AmerenUE Stand-Alone

Rankings Include Environmental Upgrade Costs

	Scenario
	Cost: $/MWH
	Rank

	1: No Metro East Transfer / No Noranda Load
	$57.00/MWh
	4

	2: No Metro East Transfer / Yes Noranda Load
	$55.54/MWh
	2

	3: Yes Metro East Transfer / No Noranda Load
	$56.64/MWh
	3

	4: Yes Metro East Transfer / Yes Noranda Load
	$54.91/MWh
	1


The summary results in Table 1.1 from Schedule 4 clearly show that Scenario 4 (Yes Metro East Transfer/Yes Noranda Load) has the lowest cost per megawatt-hour. Also note that both Scenarios 4 and 2 (Yes Noranda Load) are lower cost on a per MWh basis than Scenarios 3 and 1 (No Noranda Load).

When compared to Scenario 2 (No Metro East Transfer / Yes Noranda Load), Scenario 4 (Yes Metro East Transfer / Yes Noranda Load) is $22 million per year less than Scenario 2 even when environmental upgrade costs are included.  This is shown in Table 1.2.

Table 1.2: Costs Compared for Case 1 

AmerenUE Stand-Alone and Yes Noranda Load

	Scenario
	Cost: mm$/year

	4. Yes Metro East Transfer / Yes Noranda Load
	$2,254

	2. No Metro East Transfer / Yes Noranda Load
	$2,276

	Savings Resulting from the Metro East Transfer
	$22


When compared to Scenario 1 (No Metro East Transfer / No Noranda Load), Scenario 3 (Yes Metro East Transfer/No Noranda Load) is $13 million per year less than Scenario 1 even when environmental upgrade costs are included.  This is shown in Table 1.3.

Table 1.3: Cost Compared for Case 1 

AmerenUE Stand-Alone and No Noranda Load

	Scenario
	Cost: mm$/year

	3 Yes Metro East Transfer / No Noranda Load
	$2,102

	1. No Metro East Transfer / No Noranda Load
	$2,115

	Savings Resulting from the Metro East Transfer
	$13


The results in Table 1.3 can be used as a basis to measure the impact of AmerenUE having to share a portion of its profits from off-system sales with other Ameren affiliates through the JDA.
Case 2:  Schedule 2 gives the year-by-year results for Case 2 where the profits from off-system sales are allocated to AmerenUE based on its generation compared to the generation of AEG/AEM.  This case represents the offer from AmerenUE to the Commission regarding Amendment 1 to the JDA, now reconsidered by AmerenUE, in exchange for approval of the Metro East Transfer.  The following table shows how the various scenarios rank on a per MWh basis for Case 2.

Table 2.1: Case 2 Allocation On Generation

 Rankings Include Environmental Upgrade Costs

	Scenario
	Cost: $/MWH
	Rank

	1: No Metro East Transfer / No Noranda Load
	$58.93/MWh
	4

	2: No Metro East Transfer / Yes Noranda Load
	$56.83/MWh
	2

	3: Yes Metro East Transfer / No Noranda Load
	$58.82/MWh
	3

	4: Yes Metro East Transfer / Yes Noranda Load
	$56.54/MWh
	1


The summary results on Table 2.1 and Schedule 4 show that Scenario 4 (Yes Metro East Transfer / Yes Noranda Load) has the lowest cost per megawatt-hour.  Also note that both Scenarios 4 and 2 (Yes Noranda Load) are lower cost on a per MWh basis than Scenarios 3 and 1 (No Noranda Load).

When compared to Scenario 2 (No Metro East Transfer / Yes Noranda Load), Scenario 4 (Yes Metro East Transfer / Yes Noranda Load) is now only $8.6 million per year less than Scenario 2.  This is shown on Table 2.2.

Table 2.2: Costs Compared for Case 2 

Allocation On Generation and Yes Noranda Load

	Scenario
	Cost: mm$/year

	4: Yes Metro East Transfer / Yes Noranda Load
	$2,320

	2: No Metro East Transfer / Yes Noranda Load
	$2,329

	Savings Resulting from the Metro East Transfer
	$8.6


When compared to Scenario 1 (No Metro East Transfer / No Noranda Load), Scenario 3 (Yes Metro East Transfer / No Noranda Load) is now only $4 million per year less than Scenario 1.  This is shown in Table 2.3.

Table 2.3: Cost Compared for Case 2 

Metro East Transfer Allocation On Generation – No Noranda Load

	Scenario
	Cost: mm$/year

	3: Yes Metro East Transfer / No Noranda Load
	$2,183

	1: No Metro East Transfer / No Noranda Load
	$2,187

	Savings Resulting from the Metro East Transfer
	$4


Comparing Table 1.3 to Table 2.3 shows a decrease from $13 million in savings to just $4 million in savings from the Metro East Transfer.  This decrease indicates that the loss in profits from off-system sales to AmerenUE from transferring energy to AEG/AEM for the transferred Metro East load is $9 million per year, assuming that profits are shared on the basis of generation.  This loss of $9 million in profits from off-system sales is close to the $10 million per year estimated previously by the Staff and appearing in the matrix at page 31 in the November 12, 2004 Staff Response to AmerenUE`s Application For Rehearing And Alternative Motion and Public Counsel’s Application For Rehearing.  It should also be noted that if the cost difference for Scenario 3 is compared between Case 2 and Case 1 (Table 2.3 and Table 1.3), there is an increase in cost of $81 million per year ($2,183 mm/yr -$2,102 mm/yr) to Missouri ratepayers attributable to the operation of JDA even with AmerenUE’s offer to allocate profits from off-system sales on the basis of generation.

Case 3:  Schedule 3 gives the year-by-year results for Case 3 where the profits from off-system sales are allocated to AmerenUE based on its load compared to the load of AEG/AEM.  Case 3 is the current operative situation with respect to the JDA.  The following table shows how the various scenarios rank on a per MWh basis for Case 3.

Table 3.1: Case 3 Allocation On Load

Rankings Include Environmental Upgrade Costs

	Scenario
	Cost: $/MWH
	Rank

	1: No Metro East Transfer / No Noranda Load
	$59.25/MWh
	3

	2: No Metro East Transfer / Yes Noranda Load
	$56.94/MWh
	1

	3: Yes Metro East Transfer / No Noranda Load
	$59.82/MWh
	4

	4: Yes Metro East Transfer / Yes Noranda Load
	$57.06/MWh
	2


The summary results shown on Table 3.1 and Schedule 4 switch from the results addressed hereinabove, showing that Scenario 2 (No Metro East Transfer / Yes Noranda Load) has the lowest cost per megawatt-hour.  Also for Case 3, both Scenarios 4 and 2 (Yes Noranda Load) are lower cost on a dollars per MWh basis than Scenarios 3 and 1 (No Noranda Load).

When compared to Scenario 2 (No Metro East Transfer / Yes Noranda Load), Scenario 4 (Yes Metro East Transfer / Yes Noranda Load) is now $9 million per year more expensive than Scenario 2.  This is shown on Table 3.2.

Table 3.2: Costs Compared for Case 3 

Allocation On Load and Yes Noranda Load

	Scenario
	Cost: mm$/year

	4: Yes Metro East Transfer / Yes Noranda Load
	$2,342

	2: No Metro East Transfer / No Noranda Load
	$2,333

	Loss Resulting from the Metro East Transfer
	-$9


When compared to Scenario 1 (No Metro East Transfer/ No Noranda Load), Scenario 3 (Yes Metro East Transfer / No Noranda Load) is now $22 million per year more expensive than Scenario 1.  This is shown in Table 3.3.

Table 3.3: Cost Compared for Case 3 

Metro East Transfer Allocation On Load – No Noranda Load

	Scenario
	Cost: mm$/year

	3: Yes Metro East Transfer / No Noranda Load
	$2,220

	1: No Metro East Transfer / No Noranda Load
	$2,198

	Loss Resulting from the Metro East Transfer
	-$22


The decrease from $4 million per year in savings in Case 2 to the $22 million per year in losses for Case 3 indicates that the value of AmerenUE’s offer to allocate profits on the basis of generation rather than load is worth $25.4 million per year just with respect to the transfer of the Metro East load.  It should also be noted that if the cost difference for Scenario 3 is compared between Case 2 and Case 3 (Table 2.3 and Table 3.3), there is a difference of $37 million per year in costs ($2,220 mm/yr - $2,183 mm/yr) attributable to AmerenUE’s offer to allocate profits based on generation, rather than load.   When this same calculation is made for Scenario 3 comparing Case 1 to Case 3 (Table 1.3 to Table 3.3), there is a difference of $118 million per year in costs ($2,220 mm/yr - $2,102 mm/yr) to Missouri ratepayers that is attributable to the operation of the JDA as it does today (allocation of profits from off-system sales on basis of load, instead of on an AmerenUE stand-alone basis) without any modifications.

Implications of These Results for the Metro East Transfer

The Staff made a comparison of its results in Case 1, the AmerenUE stand-alone analysis case, to the results submitted by AmerenUE on January 31, 2005.  The comparison of AmerenUE’s January 31, 2005 analysis was made to Staff’s Case 1 because Staff’s Case 1 is most comparable to AmerenUE’s results, since both results assume that AmerenUE gets the full benefit of profits from the sale of electricity into the daily spot market (or off-system sales market), i.e., AmerenUE on a stand-alone basis of analysis.  (It should be remembered that this is not how the JDA is written or operates.)  This comparison is found in Schedule 5, where AmerenUE’s results filed on January 31, 2005 for Case 1 are in the first table, the Staff’s results for Case 1 are in the second table and the differences between AmerenUE’s Case 1 and the Staff’s Case 1 are found in the third table.  

Focusing on the third table of Schedule 5, notice that because AmerenUE used a higher discount rate, its results show a lower net present value.  However, when those net present values are put on a per MWh basis, AmerenUE’s results are in the range of $0.44/MWh to $0.78/MWh higher than the results of the Staff.  Also, when those net present values are put on a per year basis (calculating a per year dollar amount that does not change by year and that has the same present value) for comparing Scenario 3 to Scenario 1 or Scenario 4 to Scenario 2, AmerenUE’s results show additional benefits for the Metro East Transfer (i.e., Savings Resulting from Metro East Transfer) that are almost identical for all four comparisons (i.e., comparing Scenario 3 to Scenario 1 and comparing Scenario 4 to Scenario 2 for with and without future environmental upgrade costs).  Moreover, AmerenUE’s results show additional benefits of $5.5 million per year for Scenario 3 compared to Scenario 1 (No Noranda Load) and $5.8 million per year for Scenario 4 compared to Scenario 2 (Yes Noranda Load).  Thus, the Staff’s Case 1 results are consistent with those presented by AmerenUE, and vary in ways that the Staff anticipated they would.

As the Staff has previously testified, if the pricing in the JDA is corrected to reflect market-based pricing (AmerenUE stand-alone basis), the Metro East Transfer is economic. [Proctor Rebuttal Testimony (Exhibit No. 14) at page 15, line 19 to page 17, line 9].  However, if the JDA remains in place as it is today, i.e., based on an allocation of profits on load, the Metro East transfer is not economic.  Moreover, the reason that AmerenUE’s filing on January 31, 2005 shows the Metro East Transfer to be economic is because it assumed that the JDA was not in operation, i.e., the AmerenUE filing was based on an AmerenUE stand-alone basis, which is not how the JDA is written or operates.  Assuming AmerenUE will not incur significant costs related to serving the Metro East Load prior to the Metro East Transfer, the Staff agrees with AmerenUE that when the JDA is no longer operational or is modified to remove its detrimental impact on AmerenUE’s cost structure, the Metro East Transfer is economic.

It should also be pointed out that while the results favor the Metro East Transfer case for AmerenUE’s reconsidered offer to allocate profits from off-system sales on the basis of generation rather than load for the Metro East Transfer, the results between Scenario 3 (Metro East Transfer) and Scenario 1 (No Metro East Transfer) are very close, with savings of only $4 million per year resulting from the transfer.  Keep in mind that this result is based on $37 million dollars attributable to profits from off-system sales when allocated on the basis of generation.  This high lever of profits from off-system sales does not represent a worst-case scenario and is a significantly higher estimate than the $24 million per year estimate made by AmerenUE.  In order to clarify this issue, the Staff has utilized the comparison table or matrix used previously by the Commission to determine economic benefit compared to economic detriment.

The results of this comparison table or matrix are shown on Table 4.1 and Table 4.2 for Scenario 3  (Yes Metro East Transfer / No Noranda Load).  The first thing to note is that the savings related to generation are not savings (see “Generation Related Benefits” entry).  Instead, engaging in the Metro East Transfer results in over a $17 million per year loss, primarily due to the differences in embedded costs.  The Commission in its comparison table or matrix combined all of the cost differences, including differences in embedded costs, into the line item entitled “Generation Related Benefits.” The embedded costs that are different in this comparison include both direct fixed cost for generation and various overhead functions allocated to AmerenUE. Thus, this entry has significantly changed based on the revisions that AmerenUE has filed with its multi-year analysis of the four scenarios.  Also notice in Table 4.1 that the $37.154 million per year in profits from off-system sales, which is based on AmerenUE’s reconsidered offer to allocate profits from off-system sales on the basis of generation rather than load and which is higher than AmerenUE’s previous estimate of $24 million per year, is needed to offset the losses related to difference in embedded costs.  In fact, when that estimate of profits from off-system sales is reduced to the worst-case level of only $7 million per year in profits, the benefits column total turns negative.  

Table 4.1: Comparison of Benefits and Detriments for the Metro East Transfer

Assuming No Conditions on the Metro East Transfer and AmerenUE Not Serving Noranda

	Category of Benefits/Detriments
	Benefits

(Millions $)
	Detriments

(Millions $)

	Generation Related Benefits
	-$17.658
	

	JDA – Share Profits by Generation Not Load
	$37.154 to $7.000
	

	Transmission Related Savings
	$3.089 to $2.033
	

	JDA Transferred Energy to Metro East at Market Price
	
	

	Possible Transmission Charges
	
	$13.800

	Sauget Redemption
	
	$1.560

	Future Environmental Capital Investments
	
	$5.468 to $7.000

	Natural Gas Possible F/L Impacts
	
	$0.010

	Natural Gas Possible Power Plant Impact
	
	$0.098

	TOTAL
	$22.586 to -$8.625
	$20.936 to $22.468

	DIFFERENCES
	
	-$1.266 to $31.093


Table 4.2: Comparison of Benefits and Detriments for the Metro East Transfer

Assuming Certain Conditions on the Metro East Transfer and AmerenUE Not Serving Noranda

	Category of Benefits/Detriments
	Benefits

(Millions $)
	Detriments

(Millions $)

	Generation Related Benefits
	-$17.658
	

	JDA – Share Profits by Generation Not Load
	$37.154 to $7.000
	

	Transmission Related Savings
	$3.089 to $2.033
	

	JDA Transferred Energy to Metro East at Market Price
	$9.213
	

	Possible Transmission Charges
	
	$0.000

	Sauget Redemption
	
	$0.000

	Future Environmental Capital Investments
	
	$5.468 to $7.000

	Natural Gas Possible F/L Impacts
	
	$0.010

	Natural Gas Possible Power Plant Impact
	
	$0.098

	TOTAL
	$20.007 to $0.588
	$5.576 to $7.108

	DIFFERENCES
	$25.839 to -$6.520
	


In Table 4.2, where the Commission’s October 6, 2004 Report And Order Metro East Transfer approval conditions are applied, the full $25.4 million per year in profits is required in order for the Metro East Transfer to be economic.  Notice that this calculation also includes the $9.2 million per year associated with pricing energy transferred to serve the Metro East load at market value rather than at incremental cost.  This $9.213 million per year is not needed to make the Metro East transfer economic when $37.154 million per year is attributed to AmerenUE’s reconsidered offer to allocate profits from off-system sales based on generation, rather than load.  However, this $9.213 million per year is not sufficient to make the Metro East transfer economic when only $7 million per year is attributed to the AmerenUE offer to allocate profits from off-system sales based on generation rather than load.  The range of from $25.8 million per year benefit to a $6.5 million per year detriment is strictly a function of how well the markets for electricity will perform in terms of high enough prices for AmerenUE to make profits from the off-system sales of electricity.

The Staff also believes it is important for the Commission to consider how AmerenUE serving the Noranda Load impacts its decision on the Metro East Transfer proposal.  Table 5.1 and Table 5.2 show the same type of analysis as is in Table 4.1 and Table 4.2, but include AmerenUE serving the Noranda Load.  It is clear from these tables that AmerenUE serving the Noranda Load improves the economics of the Metro East Transfer.  Even with only a $7 million per year increase from allocating profits from off-system sales based on generation rather than load, the Metro East Transfer is economic.  It should also be pointed out that with only a $7 million per year increase from allocating profits from off-system sales based on generation, it is necessary for Amendment 2 to the JDA (pricing the Metro East transferred load at market price rather than incremental cost) to be in place in order for the Metro East Transfer to be economic.

Table 5.1: Comparison of Benefits and Detriments for the Metro East Transfer

Assuming No Conditions on the Metro East Transfer and AmerenUE Serving Noranda

	Category of Benefits/Detriments
	Benefits

(Millions $)
	Detriments

(Millions $)

	Generation Related Benefits
	-$5.086
	

	JDA – Share Profits by Generation Not Load
	$21.408 to $7.000
	

	Transmission Related Savings
	$3.089 to $2.033
	

	JDA Transferred Energy to Metro East at Market Price
	
	

	Possible Transmission Charges
	
	$13.800

	Sauget Redemption
	
	$1.560

	Future Environmental Capital Investments
	
	$5.852 to $7.000

	Natural Gas Possible F/L Impacts
	
	$0.010

	Natural Gas Possible Power Plant Impact
	
	$0.098

	TOTAL
	$19.411 to $3.947
	$21.320 to $22.468

	DIFFERENCES
	
	$1.909 to $18.521


Table 5.2: Comparison of Benefits and Detriments for the Metro East Transfer

Assuming Certain Conditions on the Metro East Transfer and AmerenUE Serving Noranda

	Category of Benefits/Detriments
	Benefits

(Millions $)
	Detriments

(Millions $)

	Generation Related Benefits
	-$5.086
	

	JDA – Share Profits by Generation Not Load
	$21.408 to $7.00
	

	Transmission Related Savings
	$3.089 to $2.033
	

	JDA Transferred Energy to Metro East at Market Price
	$13.989
	

	Possible Transmission Charges
	
	$0.000

	Sauget Redemption
	
	$0.000

	Future Environmental Capital Investments
	
	$5.468 to $7.000

	Natural Gas Possible F/L Impacts
	
	$0.010

	Natural Gas Possible Power Plant Impact
	
	$0.098

	TOTAL
	$29.101 to $17.936
	$5.960 to $7.108

	DIFFERENCES
	$27.441 to $10.829
	


Wherefore, the Staff submits the foregoing in response to the Commission’s January 28, 2005 Order Directing Filing.
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MENL20052006200720082009201020112012201320142015201620172018201920202021202220232024

NNScenario 1$55.03$54.71$55.74$54.90$54.52$54.11$56.91$54.90$55.29$54.75$53.27$54.01$53.91$53.29$53.87$53.70$53.70$53.48$53.26$52.88

NYScenario 2$54.51$53.02$54.04$53.27$52.89$52.70$55.11$53.19$53.86$53.42$52.12$52.97$52.99$52.49$53.21$53.16$53.03$52.83$52.64$52.29

YNScenario 3$54.55$54.26$55.32$54.62$54.15$53.60$56.80$54.76$54.83$54.36$52.61$53.22$53.06$52.36$52.70$52.56$52.81$52.63$52.44$52.09

YYScenario 4$52.82$52.05$53.60$52.83$52.50$52.14$54.85$52.91$53.36$52.90$51.43$52.10$52.11$51.49$51.97$51.88$51.89$51.66$51.28$51.29

Cost Differences($/MWh) 20052006200720082009201020112012201320142015201620172018201920202021202220232024

-$0.52-$1.68-$1.70-$1.63-$1.64-$1.41-$1.80-$1.71-$1.43-$1.33-$1.15-$1.05-$0.92-$0.80-$0.66-$0.54-$0.67-$0.65-$0.62-$0.59

-$1.73-$2.21-$1.71-$1.79-$1.65-$1.45-$1.95-$1.85-$1.47-$1.46-$1.18-$1.12-$0.95-$0.86-$0.73-$0.69-$0.92-$0.97-$1.17-$0.79

$0.48$0.45$0.42$0.28$0.37$0.51$0.11$0.15$0.46$0.39$0.66$0.79$0.85$0.93$1.17$1.13$0.89$0.85$0.82$0.79

$1.69$0.97$0.44$0.44$0.39$0.56$0.26$0.28$0.50$0.52$0.69$0.87$0.88$1.00$1.24$1.28$1.14$1.17$1.36$1.00

MENLRank from Lowest to Highest: Average 2005-2024

YYScenario 4$52.35Diff

NYScenario 2$53.19$0.83

YNScenario 3$53.69$0.50

NNScenario 1$54.31$0.63

Total + Environmental Upgrade Costs ($/MWh)

MENL20052006200720082009201020112012201320142015201620172018201920202021202220232024

NNScenario 1$55.17$55.48$57.12$56.88$57.00$57.04$59.93$57.99$58.47$58.02$56.63$57.33$57.19$56.54$57.08$56.88$56.85$56.59$56.34$55.93

NYScenario 2$54.64$53.72$55.29$55.06$55.12$55.35$57.84$55.99$56.75$56.39$55.18$55.99$55.98$55.46$56.14$56.07$55.91$55.68$55.46$55.09

YNScenario 3$54.70$55.09$56.80$56.75$56.82$56.75$60.05$58.08$58.25$57.88$56.23$56.79$56.59$55.86$56.15$55.99$56.20$55.98$55.76$55.37

YYScenario 4$52.96$52.79$54.93$54.74$54.89$54.98$57.78$55.91$56.45$56.08$54.70$55.34$55.31$54.66$55.11$54.99$54.96$54.70$54.28$54.27

Cost Differences($/MWh) 20052006200720082009201020112012201320142015201620172018201920202021202220232024

-$0.53-$1.76-$1.83-$1.82-$1.88-$1.69-$2.09-$2.00-$1.72-$1.63-$1.46-$1.34-$1.21-$1.08-$0.94-$0.81-$0.94-$0.91-$0.88-$0.84

-$1.74-$2.30-$1.87-$2.01-$1.92-$1.78-$2.27-$2.17-$1.80-$1.80-$1.53-$1.45-$1.28-$1.19-$1.05-$1.00-$1.24-$1.28-$1.48-$1.11

$0.47$0.39$0.32$0.13$0.18$0.29-$0.12-$0.09$0.22$0.14$0.41$0.54$0.60$0.69$0.93$0.89$0.65$0.61$0.58$0.56

-$1.68-$0.93-$0.36-$0.32-$0.23-$0.37-$0.07-$0.08-$0.30-$0.32-$0.48-$0.65-$0.67-$0.80-$1.03-$1.08-$0.94-$0.98-$1.18-$0.82

MENLRank from Lowest to Highest: Average 2005-2024

YYScenario 4$54.99Diff

NYScenario 2$55.66$0.66

YNScenario 3$56.60$1.61

YYScenario 1$57.02$0.42

STAFF ADJUSTED COMPARISON OF METRO EAST AND NORANDA SCENARIOS

CASE 1: PROFITS FROM OFF-SYSTEM SALES ALLOCATED 100% TO AMERENUE





Scenario 2 - Scenario 1

Scenariio 4 - Scenario 3

Scenario 1- Scenario 3

Scenario 2- Scenario 4













Scenario 2 - Scenario 1

Scenariio 4 - Scenario 3

Scenario 1- Scenario 3

Scenario 2- Scenario 4

Schedule 1



[image: image2.emf]Total Cost ($/MWh): Fuel + Emissions + Off-System Purchases + New O&M + Embedded +New Capacity - Profits from Off-System Sales

MENL20052006200720082009201020112012201320142015201620172018201920202021202220232024

NNScenario 1$56.67$56.05$56.85$56.14$55.94$55.45$58.87$57.33$57.55$57.08$55.90$56.51$56.37$55.85$56.36$56.25$56.13$55.89$55.64$55.24

NYScenario 2$55.76$53.75$54.59$53.99$53.71$53.43$56.40$54.94$55.40$55.05$54.00$54.71$54.69$54.28$54.92$54.99$54.73$54.52$54.31$53.95

YNScenario 3$56.48$55.89$56.75$56.09$55.84$55.25$58.97$57.30$57.32$56.88$55.42$55.96$55.77$55.15$55.50$55.36$55.50$55.28$55.07$54.69

YYScenario 4$54.30$53.14$54.50$53.83$53.65$53.23$56.49$54.96$55.26$54.84$53.63$54.24$54.18$53.66$54.13$54.06$53.97$53.72$53.31$53.31

Cost Differences($/MWh) 20052006200720082009201020112012201320142015201620172018201920202021202220232024

-$0.91-$2.30-$2.27-$2.15-$2.23-$2.02-$2.47-$2.38-$2.15-$2.03-$1.90-$1.80-$1.68-$1.57-$1.44-$1.26-$1.40-$1.37-$1.33-$1.29

-$2.18-$2.75-$2.25-$2.25-$2.18-$2.02-$2.49-$2.34-$2.05-$2.04-$1.80-$1.72-$1.59-$1.49-$1.36-$1.30-$1.53-$1.56-$1.76-$1.38

$0.19$0.16$0.11$0.05$0.11$0.20-$0.11$0.02$0.24$0.20$0.48$0.56$0.60$0.70$0.86$0.89$0.64$0.60$0.57$0.55

$1.46$0.62$0.09$0.15$0.06$0.20-$0.09-$0.02$0.14$0.21$0.37$0.47$0.51$0.62$0.79$0.93$0.76$0.80$1.00$0.64

MENLRank from Lowest to Highest: Average 2005-2024

YYScenario 4$54.12Diff

NYScenario 2$54.61$0.49

YNScenario 3$56.02$1.42

NNScenario 1$56.40$0.38

Total + Environmental Upgrade Costs ($/MWh)

MENL20052006200720082009201020112012201320142015201620172018201920202021202220232024

NNScenario 1$56.81$56.82$58.23$58.12$58.42$58.38$61.88$60.42$60.74$60.36$59.27$59.83$59.65$59.10$59.57$59.43$59.28$59.00$58.73$58.29

NYScenario 2$55.89$54.45$55.83$55.77$55.95$56.08$59.13$57.75$58.30$58.02$57.06$57.73$57.68$57.25$57.86$57.89$57.61$57.37$57.13$56.75

YNScenario 3$56.63$56.71$58.23$58.21$58.50$58.40$62.22$60.63$60.74$60.40$59.04$59.53$59.30$58.65$58.95$58.78$58.88$58.64$58.39$57.98

YYScenario 4$54.44$53.88$55.83$55.74$56.05$56.07$59.41$57.96$58.36$58.02$56.90$57.47$57.38$56.83$57.28$57.17$57.04$56.76$56.32$56.28

Cost Differences($/MWh) 20052006200720082009201020112012201320142015201620172018201920202021202220232024

-$0.92-$2.37-$2.40-$2.34-$2.47-$2.30-$2.76-$2.67-$2.44-$2.33-$2.21-$2.10-$1.97-$1.85-$1.72-$1.53-$1.67-$1.63-$1.59-$1.54

-$2.19-$2.84-$2.40-$2.47-$2.46-$2.34-$2.81-$2.66-$2.38-$2.38-$2.14-$2.05-$1.92-$1.82-$1.68-$1.61-$1.84-$1.88-$2.07-$1.70

$0.18$0.10$0.00-$0.10-$0.08-$0.02-$0.34-$0.21$0.00-$0.05$0.23$0.30$0.35$0.45$0.62$0.65$0.40$0.37$0.33$0.31

-$1.46-$0.57-$0.01-$0.03$0.10-$0.01$0.29$0.22$0.06$0.00-$0.16-$0.26-$0.30-$0.42-$0.58-$0.72-$0.57-$0.61-$0.82-$0.47

MENLRank from Lowest to Highest: Average 2005-2024

YYScenario 4$56.76Diff

NYScenario 2$57.08$0.32

YNScenario 3$58.94$2.18

YYScenario 1$59.12$0.18

STAFF ADJUSTED COMPARISON OF METRO EAST AND NORANDA SCENARIOS

CASE 2: PROFITS FROM OFF-SYSTEM SALES ALLOCATED ON GENERATION





Scenario 2 - Scenario 1

Scenariio 4 - Scenario 3

Scenario 1- Scenario 3

Scenario 2- Scenario 4









Scenario 2 - Scenario 1

Scenariio 4 - Scenario 3

Scenario 1- Scenario 3

Scenario 2- Scenario 4





Schedule 2



[image: image3.emf]Total Cost ($/MWh): Fuel + Emissions + Off-System Purchases + New O&M + Embedded +New Capacity - Profits from Off-System Sales

MENL20052006200720082009201020112012201320142015201620172018201920202021202220232024

NNScenario 1$56.94$56.27$57.04$56.34$56.17$55.67$59.19$57.72$57.92$57.47$56.33$56.92$56.77$56.27$56.77$56.66$56.53$56.28$56.03$55.63

NYScenario 2$55.86$53.81$54.63$54.05$53.78$53.49$56.50$55.09$55.53$55.18$54.15$54.85$54.83$54.43$55.06$55.14$54.87$54.66$54.45$54.09

YNScenario 3$57.36$56.63$57.40$56.76$56.61$56.01$59.97$58.47$58.46$58.04$56.72$57.21$57.01$56.43$56.78$56.64$56.73$56.50$56.28$55.88

YYScenario 4$54.77$53.49$54.78$54.16$54.02$53.58$57.01$55.62$55.87$55.46$54.33$54.92$54.85$54.35$54.83$54.76$54.64$54.38$53.97$53.95

Cost Differences($/MWh) 20052006200720082009201020112012201320142015201620172018201920202021202220232024

-$1.08-$2.46-$2.40-$2.30-$2.40-$2.18-$2.68-$2.64-$2.39-$2.28-$2.18-$2.07-$1.94-$1.84-$1.70-$1.53-$1.66-$1.62-$1.59-$1.54

-$2.59-$3.15-$2.62-$2.60-$2.59-$2.43-$2.96-$2.85-$2.58-$2.57-$2.38-$2.29-$2.16-$2.08-$1.95-$1.88-$2.09-$2.12-$2.32-$1.93

-$0.42-$0.36-$0.37-$0.42-$0.43-$0.34-$0.79-$0.75-$0.53-$0.57-$0.38-$0.29-$0.24-$0.17-$0.01$0.02-$0.20-$0.22-$0.25-$0.26

$1.09$0.33-$0.15-$0.11-$0.24-$0.09-$0.51-$0.53-$0.34-$0.28-$0.18-$0.07-$0.02$0.08$0.23$0.37$0.24$0.28$0.48$0.13

MENLRank from Lowest to Highest: Average 2005-2024

NYScenario 2$54.72Diff

YYScenario 4$54.69-$0.04

NNScenario 1$56.75$2.06

YNScenario 3$57.09$0.35

Total + Environmental Upgrade Costs ($/MWh)

MENL20052006200720082009201020112012201320142015201620172018201920202021202220232024

NNScenario 1$57.08$57.04$58.42$58.32$58.65$58.60$62.20$60.81$61.11$60.74$59.70$60.24$60.06$59.52$59.98$59.84$59.68$59.40$59.12$58.67

NYScenario 2$55.99$54.51$55.88$55.83$56.02$56.14$59.23$57.89$58.42$58.15$57.21$57.87$57.82$57.40$58.00$58.04$57.75$57.51$57.27$56.88

YNScenario 3$57.51$57.46$58.89$58.89$59.27$59.16$63.22$61.80$61.88$61.56$60.33$60.78$60.54$59.93$60.24$60.06$60.11$59.86$59.60$59.17

YYScenario 4$54.91$54.23$56.11$56.07$56.42$56.41$59.94$58.62$58.97$58.64$57.60$58.16$58.05$57.53$57.97$57.87$57.71$57.42$56.97$56.93

Cost Differences($/MWh) 20052006200720082009201020112012201320142015201620172018201920202021202220232024

-$1.09-$2.53-$2.54-$2.49-$2.64-$2.46-$2.97-$2.92-$2.69-$2.58-$2.48-$2.36-$2.23-$2.12-$1.98-$1.80-$1.93-$1.89-$1.84-$1.79

-$2.60-$3.23-$2.77-$2.82-$2.86-$2.75-$3.28-$3.17-$2.91-$2.92-$2.73-$2.62-$2.50-$2.41-$2.27-$2.19-$2.40-$2.44-$2.63-$2.25

-$0.43-$0.42-$0.47-$0.57-$0.62-$0.56-$1.02-$0.98-$0.77-$0.82-$0.64-$0.54-$0.49-$0.41-$0.26-$0.22-$0.44-$0.46-$0.48-$0.50

-$1.08-$0.28$0.24$0.23$0.40$0.28$0.71$0.73$0.55$0.49$0.39$0.28$0.22$0.13-$0.03-$0.17-$0.04-$0.09-$0.30$0.04

MENLRank from Lowest to Highest: Average 2005-2024

NYScenario 2$57.19Diff

YYScenario 4$57.33$0.13

NNScenario 1$59.46$2.13

YNScenario 3$60.01$0.55 









STAFF ADJUSTED COMPARISON OF METRO EAST AND NORANDA SCENARIOS







CASE 3: PROFITS FROM OFF-SYSTEM SALES ALLOCATED ON LOAD

Scenario 2 - Scenario 1

Scenariio 4 - Scenario 3

Scenario 1- Scenario 3

Scenario 2- Scenario 4

Scenario 2 - Scenario 1

Scenariio 4 - Scenario 3

Scenario 1- Scenario 3

Scenario 2- Scenario 4

Schedule 3



[image: image4.emf]7.79%

MENLNPV$/MWhRankPer YearNPV$/MWhRankPer Year

NNScenario 1$20,196$54.564$2,024$21,100$57.004$2,115

NYScenario 2$21,802$53.322$2,185$22,711$55.542$2,276

YNScenario 3$19,996$54.013$2,004$20,969$56.643$2,102

YYScenario 4$21,512$52.541$2,156$22,485$54.911$2,254

With Metro East Transfer

Scenario 4$2,156Scenario 4$2,254

Without Metro East Transfer

Scenario 2$2,185Scenario 2$2,276

Savings for Metro East Transfer

(mm$ per year)$29(mm$ per year)$23

With Metro East Transfer

Scenario 3$2,004Scenario 3$2,102

Without Metro East Transfer

Scenario 1$2,024Scenario 1$2,115

Savings for Metro East Transfer

(mm$ per year)$20(mm$ per year)$13

MENLNPV$/MWhRankPer YearNPV$/MWhRankPer Year

NNScenario 1$20,912$56.494$2,096$21,816$58.934$2,187

NYScenario 2$22,328$54.612$2,238$23,237$56.832$2,329

YNScenario 3$20,804$56.193$2,085$21,777$58.823$2,183

YYScenario 4$22,178$54.161$2,223$23,151$56.541$2,320

With Metro East Transfer

Scenario 4$2,223Scenario 4$2,320

Without Metro East Transfer

Scenario 2$2,238Scenario 2$2,329

Savings for Metro East Transfer

(mm$ per year)$15(mm$ per year)$8.6

With Metro East Transfer

Scenario 3$2,085Scenario 3$2,183

Without Metro East Transfer

Scenario 1$2,096Scenario 1$2,187

Savings for Metro East Transfer

(mm$ per year)$11(mm$ per year) $4

MENLNPV$/MWhRankPer YearNPV$/MWhRankPer Year

NNScenario 1$21,028$56.813$2,108$21,933$59.253$2,198

NYScenario 2$22,371$54.711$2,242$23,280$56.941$2,333

YNScenario 3$21,175$57.194$2,122$22,148$59.824$2,220

YYScenario 4$22,392$54.682$2,244$23,365$57.062$2,342

With Metro East Transfer

Scenario 4$2,244Scenario 4$2,342

Without Metro East Transfer

Scenario 2$2,242Scenario 2$2,333

Loss from Metro East Transfer

(mm$ per year)-$2(mm$ per year)-$8

With Metro East Transfer

Scenario 3$2,122Scenario 3$2,220

Without Metro East Transfer

Scenario 1$2,108Scenario 1$2,198

Loss from Metro East Transfer

(mm$ per year)-$15(mm$ per year)-$22

Without  Noranda Without  Noranda

With Noranda With Noranda

Without  Noranda Without  Noranda

Case 3: Off-System Profits Allocated on Load

DISCOUNTED RESULTS BY SCENARIO

Units: Millions of Dollar

With Noranda With Noranda

Compare on mm$/year basisCompare on mm$/year basis

Discount Rate

Environmental Upgrades AddedEnvironmental Upgrades Not Included

Compare on mm$/year basis Compare on mm$/year basis

Case 1: Off-System Profits - AmerenUE Stand-Alone

Environmental Upgrades Not Included Environmental Upgrades Added

Case 2: Off-System Profits Allocated on Generation

Environmental Upgrades Not Included Environmental Upgrades Added

Compare on mm$/year basis Compare on mm$/year basis

With Noranda With Noranda

Without  Noranda Without  Noranda


Schedule 4

[image: image5.emf]Units: Millions of Dollar 13.50% 9.44%

10.50% 7.79%

MENLNPV$/MWhRankPer YearNPV$/MWhRankPer Year

NNScenario 1$17,915$55.154$2,024$18,708$57.594$2,113

NYScenario 2$19,424$54.102$2,194$20,221$56.322$2,284

YNScenario 3$17,690$54.453$1,998$18,543$57.073$2,095

YYScenario 4$19,117$53.171$2,159$19,970$55.541$2,256

With Metro East Transfer

Scenario 4$2,159Scenario 4$2,256

Without Metro East Transfer

Scenario 2$2,194Scenario 2$2,284

Savings for Metro East Transfer

(mm$ per year)$35(mm$ per year)$28

With Metro East Transfer

Scenario 3$1,998Scenario 3$2,095

Without Metro East Transfer

Scenario 1$2,024Scenario 1$2,113

Savings for Metro East Transfer

(mm$ per year)$25(mm$ per year)$19

MENLNPV$/MWhRankPer YearNPV$/MWhRankPer Year

NNScenario 1$20,196$54.564$2,024$21,100$57.004$2,115

NYScenario 2$21,802$53.322$2,185$22,711$55.542$2,276

YNScenario 3$19,996$54.013$2,004$20,969$56.643$2,102

YYScenario 4$21,512$52.541$2,156$22,485$54.911$2,254

With Metro East Transfer

Scenario 4$2,156Scenario 4$2,254

Without Metro East Transfer

Scenario 2$2,185Scenario 2$2,276

Savings for Metro East Transfer

(mm$ per year)$29(mm$ per year)$23

With Metro East Transfer

Scenario 3$2,004Scenario 3$2,102

Without Metro East Transfer

Scenario 1$2,024Scenario 1$2,115

Savings for Metro East Transfer

(mm$ per year)$20(mm$ per year)$13

MENLNPV$/MWhRankPer YearNPV$/MWhRankPer Year

NNScenario 1-$2,280$0.590-$0.4-$2,392$0.590-$1.5

NYScenario 2-$2,377$0.780$9.1-$2,489$0.780$8.0

YNScenario 3-$2,306$0.440-$5.9-$2,426$0.440-$7.0

YYScenario 4-$2,395$0.630$3.4-$2,515$0.630$2.2

With Metro East Transfer

Scenario 4$3.4Scenario 4$2.2

Without Metro East Transfer

Scenario 2$9.1Scenario 2$8.0

Savings for Metro East Transfer

(mm$ per year)$5.7(mm$ per year)$5.8

With Metro East Transfer

Scenario 3-$5.9Scenario 3-$7.0

Without Metro East Transfer

Scenario 1-$0.4Scenario 1-$1.5

Savings for Metro East Transfer

(mm$ per year)$5.5(mm$ per year)$5.5

COMPARING AMERENUE TO STAFF'S CASE 1

AmerenUE Results Filed 1/31/05

Staff Discount Rate

AmerenUE Discount Rate

Staff ROE

AmerenUE ROE

Environmental Upgrades Not Included Environmental Upgrades Added

Compare on mm$/year basis Compare on mm$/year basis

With Noranda With Noranda

Without  Noranda Without  Noranda

Staff's Case 1: Off-System Profits - AmerenUE Stand-Alone

Environmental Upgrades Not Included Environmental Upgrades Added

Compare on mm$/year basis Compare on mm$/year basis

With Noranda With Noranda

Without  Noranda Without  Noranda

Compare: AmerenUE - Staff Case 1

Environmental Upgrades Not Included Environmental Upgrades Added

Compare on mm$/year basis Compare on mm$/year basis

With Noranda With Noranda

Without  Noranda Without  Noranda


Schedule 5

� The Staff had to estimate Case 2 and Case 3 based on information from one year of analysis performed by AmerenUE on the profits from off-system sales from the operation of the JDA that showed these profits were comparable to the profits that AmerenUE would receive on a stand-alone basis.





�  The load of AEM includes the retail load of Central Illinois Public Service Co., d/b/a AmerenCIPS and some additional municipal wholesale customers.
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