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STAFF’S PROPOSED EXPEDITED PROCEDURAL SCHEDULE RESPECTING AMERENUE’S APPLICATION TO TRANSFER TO AMERENCIPS

TRANSMISSION FACILITIES AND OTHER ELECTRIC AND GAS ASSETS, REAL ESTATE, LEASED PROPERTY, EASEMENTS AND CONTRACTUAL AGREEMENTS 

Comes now the Staff of the Missouri Public Service Commission (Staff) in response to the Commission’s Orders of October 6 and 17, 2003, submits its proposed procedural schedule for the instant proceeding, requests that the Commission permit responses to be filed by no later than November 6, 2003 to any proposed procedural schedules filed this date and in support thereof states as follows:

1.
On August 25, 2003, Union Electric Company, d/b/a AmerenUE filed an Application For An Order Authorizing The Sale, Transfer, And Assignment Of Certain Assets, Real Estate, Leased Property, Easements And Contractual Agreements To Central Illinois Public Service Company, D/B/A AmerenCIPS, And, In Connection Therewith, Certain Other Related Transactions.  On September 17, 2003, AmerenUE filed the direct testimony of Craig D. Nelson, Richard A. Voytas and Kevin L. Redhage.  

2.
On October 6, 2003, the Commission issued an Order granting intervention to the Missouri Energy Group (MEG), Missouri Industrial Energy Consumers (MIEC) and Kansas City Power & Light Company (KCPL).

3.  The Staff has not been able to reach agreement with AmerenUE regarding a procedural schedule in this proceeding, and, as a consequence, files the following proposed expedited procedural schedule:
EVENT






FILING DATE


Rebuttal Testimony of Staff, Public Counsel


January 30, 2004

and all Intervenors

Prehearing Conference




February 9, 2004

Surrebuttal Testimony
 of AmerenUE and Cross-

March 1, 2004

Surrebuttal Testimony of all other Parties

List of Issues






March 5, 2004

Statements of Positions




March 12, 2004

Evidentiary Hearings





March 22-26, 2004

4.
The Staff notes that Case No. EO-2004-0108 is not the first time that AmerenUE has sought to effectuate a transfer of its Metro East Service Area.  On October 6, 2000, AmerenUE filed an Application and the direct testimonies of Craig D. Nelson and Kevin L. Redhage establishing Case No. EM-2001-233, 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, Leased Property, Easements and Contractual Agreements To Central Illinois Public Service Company (D/B/A AmerenCIPS) And, In Connection Therewith, Certain Other Related Transactions.  In its Application AmerenUE requested a Commission Order before February 15, 2001 authorizing the transfer because:

20. . . . Action by this date is required to allow AmerenUE to make the necessary arrangements for its capacity and energy needs for the summer of 2001.

21.
If no Commission action is received by February 15, 2001, the Company will be required to issue Requests For Proposals for the acquisition of capacity and energy for the summer of 2001.  This will impose an increased administrative cost on AmerenUE and may possibly result in the acquisition of resources that would not be needed if an Order is later received. 

On January 16, 2001, the parties to Case No. EM-2001-233 filed with the Commission a Unanimous Stipulation And Agreement Respecting Procedural Schedule.  The parties submitted the following proposed procedural schedule: 


EVENT






FILING DATE


AmerenUE’s Supplemental Direct Testimony

February 8, 2001

Prehearing Conference




March 8, 2001

Rebuttal Testimony of Staff, Public Counsel and

June 7, 2001

Other Parties

List of Issues






June 25, 2001

Statements of Positions




June 28, 2001

Surrebuttal Testimony of AmerenUE and Cross-

July 3, 2001

Testimony of all other Parties 


Evidentiary Hearings 





July 23-25, 2001 

On February 1, 2001, the Commission issued an Order Setting Procedural Schedule which adopted the procedural schedule jointly proposed by the parties.  On February 6, 2001, AmerenUE filed a Request To Hold Procedural Schedule In Abeyance.  On February 26, 2001, the Commission issued an Order Granting Stay Of Procedural Schedule.  On March 29, 2001, AmerenUE filed a Request For Leave To Withdraw Application For Transfer Of Assets.  In said pleading, AmerenUE stated in part as follows: 
8.
Subsequent to that last filing, the Company and AmerenCIPS have decided not to proceed with the proposed transfer.  Therefore, the Company asks leave to dismiss this matter.  The request for various approvals concerning the Company’s decommissioning trust fund are also withdrawn, and the Company asks leave that those requests be dismissed, as well.  Requests for approval of the transfer which are currently pending in other jurisdictions will also be withdrawn or dismissed.  Alternative plans for meeting AmerenUE’s capacity energy needs for the summer of 2001 have already been commenced.  Additional plans for later years are being developed and will be shared with the Staff and the Public Counsel in future meetings. 

On May 3, 2001, the Commission issued an Order Granting Leave To Withdraw Application.

5.
The Staff has many concerns about AmerenUE’s Application that either are not addressed by AmerenUE’s Application and prepared direct testimony or if addressed, are not addressed adequately.  The Staff believes that these matters need to be reviewed in detail in order for it to render a recommendation to the Commission.  If the Staff does not have adequate time to conduct such a review, then the best that the Staff will be able to do is to advise the Commission of the Staff’s concerns respecting AmerenUE’s proposed transaction.  Based on past experience and a very preliminary review of AmerenUE’s Application and prepared direct testimony, the Staff anticipates that if it recommends that the Commission approve AmerenUE’s proposed transaction, the Staff will identify conditions that it believes should accompany any Commission approval of AmerenUE’s Application. 

6.
The Staff would note that it has been diligent in trying to process AmerenUE’s Application.  As the Commission is aware, there are other cases filed before the Commission which by law take precedence.  Section 393.150.2 states in part as follows:

. . . At any hearing involving a rate sought to be increased, the burden of proof to show that the increased rate or proposed increased rate is just and reasonable shall be upon the gas corporation, electrical corporation, water corporation or sewer corporation, and the commission shall give to the hearing and decision of such questions preference over all other questions pending before it and decide the same as speedily as possible.

(Emphasis supplied.)  Addressing this statutory responsibility, the Staff notes that on Friday, October 24, 2003, it filed its direct testimony and exhibits in AmerenUE’s gas rate increase case, GR-2003-0517.  Thus, certain Staff members who were not previously available due to the Staff’s audit of AmerenUE’s proposed gas rate increase, now have a window of availability for AmerenUE’s transfer case.  Other members of the Staff who will file testimony have been performing audits and other work respecting other pending Commission cases.  

7.
In pleadings in other cases, the Staff has noted the now common practice of applicants requesting expedited treatment.  In many instances, the applicant seeking expedited treatment is doing so because the applicant has not filed its case with the Commission on a timely basis and therefore is looking for the Commission to provide expedited treatment for a case that could have been filed weeks or months earlier by the applicant. 

8.
The Staff would comment that although the case has been assigned an “EO” designation, AmerenUE is seeking to transfer to AmerenCIPS not only its Illinois retail electric business but also its Illinois retail gas business.  The fact that the Staff is not opposed in broad principle to what AmerenUE is proposing, does not mean that the Staff can process AmerenUE’s filing on an extremely expedited basis.  AmerenUE is proposing a significant disaggregation and transfer, between its Missouri and Illinois jurisdictions, of its electric and gas utility assets, including electric transmission, distribution and generating facilities
; gas utility assets; real estate; leased property; easements; and contractual agreements.  The Staff does not believe that this case is as simple as AmerenUE would like for it to appear.  Among other things, the Staff is concerned about the AmerenUE gas supply and transportation contracts which serve the Venice, Pinckneyville and Kinmundy electric generating plants and the ownership and control of the real estate on which these electric generating plants are situated.

9.
Very little about the specifics of the economics of the transaction is indicated in the direct testimony that has been filed.  What little detail exists regarding the specifics of the economics of the merger appears in the direct testimonies of Mr. Voytas and Mr. Redhage.  Mr. Voytas states that an analysis was performed comparing the Metro East Service Area transfer option to acquiring additional combustion turbine generators (CTGs) over 25 years, and that on an annualized basis the transfer option is less than the acquisition of additional CTGs by $2.5 million a year.  (Voytas, Direct, p. 7.)  Mr. Redhage indicates that by the transfer of the Metro East Service Area, Missouri ratepayers acquire approximately an additional $35 million in Callaway nuclear generating station (Callaway) decommissioning costs (and approximately an additional $13 million of Callaway assets), but no increase in AmerenUE’s retail electric rates is necessary at this time to cover the additional decommissioning costs resulting from the transfer.
  (Redhage, Direct, pp. 4, 8.)  

10.
The Staff notes that there is no discussion in the Application or AmerenUE’s direct testimony of the effect of the transaction, if any, on the Joint Dispatch Agreement (JDA), which has been in effect since the consummation of the merger of Union Electric Company and CIPSCO, Inc.  The JDA was amended as a consequence of Ameren transferring the AmerenCIPS electric generating units to AEG (Case No. EA-2000-37) and may be terminated by one or more of the parties thereto giving one year’s written notice no earlier than December 31, 2003.    

11.
The proposed transaction is an intercompany transaction and as a consequence is subject to the Commission’s affiliate transaction rule for electrical corporations and gas corporations, 4 CSR 240-20.015 and 4 CSR 240-40.015.  The three witnesses that have filed direct testimony in support of AmerenUE’s Application are employees of Ameren Services Company (Ameren Services), which is not a signatory to the Asset Transfer Agreement.  Mr. Nelson describes Ameren Services as “a subsidiary of Ameren Corporation (‘Ameren’) which provides various administrative and technical support services for its parent and other subsidiaries including Union Electric Company doing business as AmerenUE (‘AmerenUE’) and Central Illinois Public Service Company doing business as AmerenCIPS (‘AmerenCIPS’).”  (Nelson, Direct, p. 1).  The Application acknowledges this fact but contends the affiliate rules that require that a utility transfer goods and services to an affiliate at the higher of cost or market value do not apply to the proposed transaction.  The Application further requests that to the extent the Commission concludes that this provision does apply to the proposed transaction, the Commission issue a waiver or variance.  

12.
The Asset Transfer Agreement among AmerenUE, AmerenCIPS and Ameren that was filed with the Application on August 25, 2003 and the Asset Transfer Agreement that subsequently was filed with Mr. Nelson’s direct testimony on September 17, 2003, are unexecuted.  Also, no resolutions of the Board of Directors respecting these matters accompany AmerenUE’s Application or direct testimony.   

13.
AmerenUE knew well in advance of the filing of its Application on August 25, 2003 that it would file for Commission authorization to execute this proposed transaction.  A June 8, 2003 article in the St. Louis Post-Dispatch relates that the Ameren decision to transfer its Illinois retail electric and gas operations to AmerenCIPS was outlined in a recent Securities And Exchange Commission (SEC) filing of Ameren.  The Staff was made aware of Ameren’s plan in the context of the AmerenUE proceeding before the Illinois Commerce Commission (ICC) wherein AmerenUE was seeking ICC approval for it to sell and transfer the Pinckneyville and Kinmundy combustion turbine units from Ameren Energy Generating Company (AEG) to AmerenUE.  The SEC filing referred to in the St. Louis Post-Dispatch article was Ameren’s Form 8-K filing on June 2, 2003.  Said filing states, in part, as follows: 

On May 30, 2003, the Registrant filed a Notice of Withdrawal with the ICC notifying it that the Registrant had elected not to pursue approval of the transaction and was withdrawing its request. . . . the Registrant announced in the Notice its plan to limit its public utility operations to the State of Missouri and to discontinue operating as a public utility subject to ICC regulation. . . . 

. . . the ICC’s approval will no longer be required for the Registrant to purchase the Pinckneyville and Kinmundy combustion turbine generating units from Generating Company. . . . the MoPSC is not required to approve this transaction; however, the MoPSC has stated in filings with the FERC that this transaction is consistent with and supported by the Registrant’s electric rate settlement approved by the MoPSC in August 2002.  Due to the fact that no state regulatory bodies will approve this transaction, the SEC will be required to approve this transaction under the PUHCA.

14.
The AmerenUE Application is silent regarding the Pinckneyville and Kinmundy electric generating combustion turbine plants for which AmerenUE is seeking the authorization of the Federal Energy Commission (FERC) to purchase from AEG in FERC Docket No. EC03-53-000.  The Staff would note that this Commission by letter dated March 18, 2003 requested that the FERC timely consider the February 5, 2003 Application of AmerenUE and AEG for AEG to sell and transfer, and AmerenUE to purchase and accept, the Pinckneyville and Kinmundy combustion turbine generation units.  The Commission’s March 18, 2003 letter stated: 


AmerenUE projects a need for 543 megawatts of generation capacity to meet its generation adequacy requirement2 for the summer of 2003, and the Application would transfer 548 megawatts of combustion turbine capacity to meet that need.…

2  AmerenUE’s generation adequacy requirement is to meet the reliability reserve requirements of the Mid-American Interconnected Network, Inc., of which AmerenUE is a member. 

Subsequently, the Commission requested, by letter dated June 3, 2003, that the FERC expeditiously reconsider its May 5, 2003 Order in which it set this matter on a hearing track.  The FERC held evidentiary hearings in Docket No. EC03-53-000 earlier this month, starting near mid-October.  Just as the FERC has not rushed to judgment, neither should this Commission.  


15.
Finally, the Staff requests that pursuant to 4 CSR 240-2.080(15), the Commission permit responses to be filed, by no later than November 6, 2003, to the procedural schedules filed this date, October 27, 2003.  Pursuant to 4 CSR 240-2.080(15), “[p]arties shall be allowed not more than ten (10) days from the date of filing in which to respond to any pleading unless otherwise ordered by the commission.”  November 6, 2003 is ten (10) days from today’s date, October 27, 2003.  

Wherefore the Staff requests that the Commission adopt the procedural schedule proposed above by the Staff and permit responses to be filed no later than November 6, 2003 to any proposed procedural schedule filed this date. 

Respectfully submitted,
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�  AmerenUE’s retained electric assets shall include the Venice and Keokuk electric generating plants and associated transmission facilities “to ensure the smooth operation” of AmerenUE’s electric system.  (Asset Transfer Agreement, Article 1.4(a) Designated Assets.)


�  As the Commissioners are aware, Section 393.292 RSMo 2000 permits the Commission to engage in single-issue ratemaking regarding nuclear power plant decommissioning trust funds.
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