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SUPPLEMENTAL REBUTTAL TESTIMONY

OF

MICHAEL S. PROCTOR
UNION ELECTRIC COMPANY 

d/b/a AmerenUE

CASE NO. EA-2005-0180
Q.
What is your name and business address?
A.
My name is Michael S. Proctor.  My business address is 1845 Borman Court, Suite 101, St. Louis, MO 63146-4138.

Q.
Are you the same Michael S. Proctor who filed rebuttal testimony in this case?
A.
Yes, I am. 

Q.
What is the purpose of your supplemental rebuttal testimony?

A.
The purpose of my supplemental rebuttal testimony is do update my calculation of the incremental cost to serve Noranda using the results of AmerenUE’s update of its analysis that was filed on January 31, 2005 in Case No. EO-2004-0108.  Mr. Richard A. Voytas called me on January 28, 2005 to inform me that AmerenUE had identified a double counting of production related operation and maintenance (O&M) expenses in its initial filing in this Case No. EA-2005-0180 on December 20, 2004 and in its filings on January 6 and 24, 2005 in response to the Commission’s Order on December 30, 2004 in Case No. EO-2004-0108.  I was aware that variable O&M expense had been double counted and had already removed that from my estimate of the incremental cost to serve Noranda.  However, I was not aware that fixed O&M expense had also been double counted.  In addition, the January 31, 2005 filing by AmerenUE changed in other ways from its initial filing in this Case No. EA-2005-0180 on December 20, 2004 and in its filings on January 6 and 24, 2005 in response to the Commission’s Order on December 30, 2004 in Case No. EO-2004-0108.  Specifically, AmerenUE had added a calculation of production related O&M expenses related to the new generation plants because these costs are not included in the embedded costs for existing generation plants.  

Q.
What is the impact of these changes on your estimate of the incremental cost to serve Noranda?

A.
In my rebuttal testimony, filed on January 31, 2005, I estimated the incremental cost to serve Noranda to be $30.64 per megawatt-hour (MWh) or 3.064 cents per kilowatt-hour (kWh).  This estimate was based on the results shown on Schedule 1 attached to my rebuttal testimony along with the addition of incremental charges from the Midwest ISO for AmerenUE adding the Noranda Load (see page 27 at line 13 of my rebuttal testimony).  Based on the revised numbers filed by AmerenUE on January 31, 2005, the estimate of the incremental cost to serve Noranda has increased slightly to $30.67/MWh or 3.067 cents/kWh.  The details of this revised calculation are found on Schedule 2 attached to my supplemental rebuttal testimony.

Q.
Does this revised calculation of the incremental cost to serve Noranda change any of your recommendations regarding the economics of AmerenUE serving the Noranda Load?

A.
No, it does not.  Both of these calculations are estimates based on forecasts involving future possible levels for AmerenUE’s costs and market prices for electricity.  Taking into account the uncertainty regarding these estimates, both estimates, while different numerically, have essentially the same impact on my view of whether or not the revenues that AmerenUE proposes to collect from Noranda will cover the incremental cost to serve Noranda.  Assuming that there is no restriction to Noranda being subject to future rate increases, and I do not believe there are any such restrictions, AmerenUE serving the Noranda Load is not likely to be a detriment to the Missouri retail customers of AmerenUE, other than Noranda.  

In my rebuttal testimony at page 5, lines 15-16, there appears the phrase “if Noranda has some expectation that, over the period of its fifteen-year contract that its rates will increase.”  I did not mean for this phrase to be interpreted as a condition that the Commission should impose on AmerenUE serving Noranda, rather it was meant to state that if Noranda has some other expectation, i.e., that its rates will not increase, then Noranda should carefully consider whether or not it wants to be served as a retail load customer of AmerenUE.

Q.
Does this complete your supplemental rebuttal testimony?

A.
Yes.
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