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SURREBUTTAL TESTIMONY
OF
TED ROBERTSON

UNION ELECTRIC COMPANY
d/b/a AMEREN MISSOURI
CASE NO. ER-2014-0258

INTRODUCTION
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

Ted Robertson, P. O. Box 2230, Jefferson Citisdduri 65102.

ARE YOU THE SAME TED ROBERTSON THAT HAS PREVIOUS FILED
DIRECT AND REBUTTAL TESTIMONY IN THIS CASE?

Yes.

PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMGR

The purpose of this surrebuttal testimony iaddress the rebuttal testimonies of Ameren
Missouri (Ameren or Company) witnesses, Ms. LynnBdrnes, Ms. Laura M. Moore,
and Mr. David N. Wakeman regarding their positionghe ratemaking treatment of the
Noranda Ice Storm Accounting Authority Order (AA@8ferred cost recovery, major
storm expense annualization and tracker amortizatiegetation management and

infrastructure inspection expense annualizationteacker amortization, U.S.
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Department of Energy (DOE) breach of contract setéints, rate case expense, and

Missouri corporate franchise tax.

NORANDA ICE STORM AAO

WHAT IS THE COMPANY'S RECOMMENDATION FOR THE AMONTS
DEFERRED PURSUANT TO THE ACCOUNTING AUTHORITY ORDER
AUTHORIZED IN CASE NO. EU-2012-00277?

Beginning on page 63, line 20, of her rebutatimony, the Company's witness, Ms.

Lynn M. Barnes, she states:

Q. What is Ameren Missouri’s proposed treatmerthis case of the
amounts deferred in File No. EU-2012-00277

A. The Company proposes to amortize the deferresuats over five
years.

WHAT IS THE DEFERRED BALANCE AND WHAT WOULD BE HE ANNUAL
AMORTIZATION EXPENSE INCLUDED IN RATES IF THE COMPHNY'S
PROPOSAL IS AUTHORIZED BY THE COMMISSION?

Beginning on page 26, line 6, of her directitasny, the Company's witness, Ms. Laura

M. Moore, she identifies the deferred balance amtial amortization expense as:

Per the Report and Order in File No. EU-2012-0@47eren Missouri
deferred the lost fixed costs of $35,561,%6&ted to the 2009 ice storm

2
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that caused Noranda Aluminum to reduce its loalde dmortization
expense is increased by $7,112.000 to includeivkeybar amortization
of this requlatory assét Adjustment 16.

(Emphasis added by OPC)

WHAT IS THE PUBLIC COUNSEL'S POSITION ON THISS®E?

Public Counsel is opposed to the recovery ofdkerred amounts because the alleged
costs represent nothing more than revenue requimeanghorized in the Company's 2008
rate case that the Company did not ultimately edime parties utilization of the
semantics "lost revenues" or "lost fixed costg’emlly nothing more than a
mischaracterization of the portion of the previgualithorized revenue requirement that
the Company did not collect from Noranda, and/onfrevery other customer on the
Company's system that were subject to the tarifiées. Ameren's request for the
Commission to authorize recovery in the curreneeaslerearnings that occurred in a

prior year is not reasonable or appropriate, andishbe disallowed.

IS IT REASONABLE AND APPROPRIATE TO ALLOW THE G@PANY TO
RECOVER REVENUES IT DID NOT COLLECT FROM RATES SHNY A PRIOR
CASE IN THE CURRENT CASE?

No, it is not, and the Commission itself hagesfethat it is not. On page 18 of the
Commission's Report and Order in Ameren Missoudeddo. EC-2014-0223, the

Commission stated:
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Ameren Missouri has simply charged its customessetactric rates the
Commission authorized it to charge in its last aee. Although the
parties, and this order, speak of overearningsigdso is just a shorthand
way of describing a situation where the utilityeerning more from its
rates than was anticipated when those rates weaklisbed. _If a
company is overearning, or underearning, the Cosiorianay need to
adjust future rates to correct the imbalance. tBeitCommission cannot
order Ameren Missouri to “pay the money back” bigneling past
overearnings, nor can it allow the utility to caliggast underearnings from
its customers

(Emphasis added by OPC)

DOES A REVENUE REQUIREMENT AUTHORIZED BY THE COMISSION
REPRESENT A GUARANTEE TO THE UTILITY OF FUTURE REGERY?

No. The revenue requirement authorized by tbm@ission only represents an
opportunity to earn that amount; it is not a gutearthat the Company will be allowed to
seek future reimbursement if there is any shorifiahe amount. It is up to the
Company's management to achieve the earningsdweethe cost of service (i.e., return
on rate base, and reasonable and prudent expengbsjized for recovery by the

Commission. In the absence of that recovery, th@gany should not be allowed in a

later future case to recoup revenue requiremelid ihot earn.

IS IT YOUR UNDERSTANDING THAT IF THE COMMISSIOMUTHORIZES THE

RECOVERY OF THE DEFERRED EXPENSES THAT RECOVERY W

REPRESENT RETRO-ACTIVE RATEMAKING?
4
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A.

Yes. As | understand it, based on the adviceooisel, recovery of the expenses
deferred in the AAO likely would represent retrdrae ratemaking because the expenses
deferred were already included in the revenue reqent of a prior rate case - Case No.

ER-2008-0318.

IS THERE ANYTHING ELSE DIFFERENT IN THIS AAO REBGEST COMPARED
TO OTHER ICE STORM AAO DEFERRALS WITH WHICH YOU AREAMILAR?
Yes. In all prior ice storm AAO cases of whicam aware, the costs authorized for
deferral were related directly to the repairingrd infrastructure damage that the utility
itself incurred. The costs deferred included, wshcases, a return on and of new
investment until the plant could be included ireraase in a subsequent general rate
increase case along with incremental labor anégémental other miscellaneous costs.
However, to my knowledge, the Company did not iremy infrastructure damage to its
system pursuant to the ice storm in January 200 storm damage that actually
occurred was to transmission lines operated by @atad Electric Cooperative — not
Ameren. The Company incurred no storm damages teygtems so none of the expenses
deferred with the Noranda Ice Storm AAO represeminal costs usually deferred in an

ice storm AAO. What they do represent is revemgglirement not earned.
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V.

Q.

Q.

A.

MAJOR STORM EXPENSE ANNUALIZATION AND TRACKER

WHAT IS THE COMPANY'S RECOMMENDATION FOR THE ANMNAL LEVEL OF

EXPENSE FOR THIS ISSUE?

Beginning on page 30, line 1, of the rebuttatitaony of, Company's witness, Ms. Laura

Moore, she states:

Q. What does Ameren Missouri propose to use fonstmsts?

Ameren Missouri proposes storm costs of appraxély

$4,600,000 based on a 60-month normalization period

Q. Why has Ameren Missouri proposed the 60-montmabzation

period?

A. A 60-month normalization period was agreed ubgpiboth Staff
and Ameren Missouri and was the normalization geoi@ered by
the Commission in File No. ER-2012-0166. As then@ussion
pointed out in its Report and Order from that casen if one has
data going back for a long period of time (citif@months and 94
months as examples), at some point, the normalizgkeriod
would become too long to be reliable. Sixty monghieng
enough to capture the varied history of storm kewéthout going

back so far as to lose the normalization benefit.

IS THE COMPANY'S POSITION NOW THE SAME AS THATFOTHE MPSC

STAFF?

Yes.
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Q.

DOES PUBLIC COUNSEL OPPOSE THE ANNUAL LEVEL OFAMOR STORM
EXPENSE NOW RECOMMENDED BY BOTH THE COMPANY AND MRS

STAFF?

No. However, it is my understanding that partie the case, i.e., OPC, MPSC Staff and
MIEC, have had problems obtaining accurate actugbnstorm expense amounts
incurred by the Company for several of the timequky utilized in the Company's
recommended normalization period. The Companyrgcently has provided the parties
with new information that attempts to reconcile éneors and/or differences. After
reviewing the Company's recently provided informatil will provide the Commission
with an update of the Public Counsel's recommeadad#is appropriate, in true-up

testimony.

Furthermore, Public Counsel takes issue with MsoM's comments that the use of the
entire population of actual incurred historicaltsoeates a normalization period that is
too long to be reliable. The Company's recordsvsitmat the actual major storm
expenses it has incurred have shown some varabiiin one year to the next. Given
the variability that exists, utilization of the @etpopulation of actual costs incurred is, in
fact, and from a statistical point of view, the madevant and appropriate database from
which to develop the normalization period for tm@maal major storm expense on a

going-forward basis.
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Q.

DOES THE COMPANY OPPOSE THE OPC, MPSC STAFF ANIEC WITNESSES'
RECOMMENDATION TO DISCONTINUE THE UTILIZATION OF THE MAJOR
STORM TRACKER GOING FORWARD?

Yes. Company witness, Mr. David N. Wakemantestabeginning on page 11, line 7, of
his rebuttal testimony, that he believes that tben@ission should allow the major storm

tracker to continue.

DOES PUBLIC COUNSEL AGREE WITH MR. WAKEMAN'S PREDSAL?

No. Mr. Wakeman seems to base his conclusiornsvo premises to which | agree in
part and disagree in part: 1) major storm costsaage uncontrollable expenses that vary
dramatically year-to-year, and 2) the two-way texaloes not have any significant

downside for either the Company or its customers.

PLEASE CONTINUE.

Mr. Wakeman's assertion that the costs vary dtemally year-to-year is, | believe, an
accurate assessment of how historical costs hamibeurred. As | discussed above,
major storm costs have exhibited a tendency foreseaniability on a year-to-year basis;
however, not unlike many other costs that the Camjiracurs on a yearly basis, a
database of historical costs does exist upon wiosickevelop an annualized cost level.
Other than the fact that we agree that yearly dustge varied year-to-year, Mr.

Wakeman's beliefs and mine diverge significantly.
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For example, Mr. Wakeman's assertion that costsiacontrollable by management
seems to imply that the Company's management tsatuddly no control over the costs
incurred after a major storm event occurs. Thisoisa rational conclusion. Only a very
naive person would say that management has canteolwhen an major storm event
itself occurs, but it is equally naive to say thethagement does not have any control
over the actual costs it incurs to repair its gysfafter an event) — even if only on a
limited basis. It is the responsibility of the Cpamy's management to control the
operation of the utility, and one major facet oémdions is costs incurred. There have
been no allegations made in the current caseliea€bmpany is not doing its best to
control major storm costs; however, even Mr. Wakemast admit that if the Company
did not have an abnormal regulatory ratemakingkeraeherein all incurred costs are
essentially guaranteed recovery, the incentivetdrol future costs for major storm

events then would be quite high on the Company gemant's to-do list.

Furthermore, Mr. Wakeman's assertion that thene isignificant downside for either the
Company or ratepayers if the tracker is contindexhs a fundamental lack of
understanding of how rates for regulated publititigis in the state of Missouri normally
are developed. That is, rates in Missouri normaitt/developed from historical and/or
known and measureable costs. Once authorizedeb@dimmission, the recovery of

those costs, i.e., revenue requirement, is notagieed nor is a specific earnings return
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guaranteed for the Company. Therein, risk ex@mtbbdth shareholders and ratepayers.
The Company may over-earn or under-earn its Conmomssithorized return, but that is
part and parcel of the regulatory compact thattexmsthis State. When compared to the
regulatory compact, a tracker mechanism is notmoge than an abnormal regulatory
ratemaking aberration that should only be utilif@dspecial situations where historical
costs do not exist and should be discontinued @s 8s a database of historical costs

upon which to develop an annual level of cost bexoavailable.

DOES PUBLIC COUNSEL ALSO BELIEVE THAT THE ANNUAIZED LEVEL OF
MAJOR STORM COSTS RECOMMENDED IN THIS CASE IS RELWNVELY
INSIGNIFICANT WHEN COMPARED TO THE COMPANY'S TOTAIANNUAL
OPERATING EXPENSES?

Yes. Comparing the annual level of major stexpense going forward, as
recommended by Ms. Moore (i.e., $4,600,000), taGbmpany's total operating expense
developed by the MPSC Staff (source: Staff Diftetff Accounting Schedules -
$2,437,489,272) shows that Ms. Moore's recommeadadal expense amount
represents less than 2/10ths of 1% of the Compértgloperating expenses (i.e.,
$4,600,000 divided by $2,437,489,272). Certaithlg, $4.6 million dollars Ms. Moore
recommends as an annualized level of expense smiotmaterial amount of money.
But, Public Counsel does not believe that $4.6iomills a significant enough amount to

justify a special tracker mechanism to replacentbrenal regulatory ratemaking

10
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processes and procedures, particularly given teaftfecient database of historical costs
now exists upon which the Commission can rely oteotto develop an annual level of

expenses to include in the development of rates.

VEGETATION MANAGEMENT AND INFRASTRUCTURE INSPECIDN

EXPENSE ANNUALIZATION AND TRACKER

WHAT IS THE COMPANY'S RECOMMENDATION FOR THE ANNAL LEVEL OF
EXPENSE FOR THIS ISSUE?

Beginning on page 31, line 1, of her rebuttatitaony, the Company's witness, Ms.
Laura Moore, states that the Company's directnesty proposal was to include a base
level of $55,400,000 for the vegetation manageragpense and a base level of
$5,800,000 for the infrastructure inspections esperShe states the amounts are based

on actual expenses incurred during the test year.

HAS THE COMPANY NOW CHANGED ITS PROPOSAL?

Yes. Beginning on page 31, line 20, of her teldluestimony, Ms. Moore states that the
Company now proposes to use the actual incurrediataohrough the true-up for the
base level of expenses because that is consisiinthe treatment of the base level

expenses used in the Company's last three rats.case

DOES PUBLIC COUNSEL BELIEVE THIS IS REASONABLEROAPPROPRIATE?

11
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A.

No. Public Counsel disagrees with the Compaproposal for several reasons: 1) the
test year expenses identified by Ms. Moore areanotirate, 2) the annual level of
expenses incurred for vegetation management sio@@ Rave shown no significant
trending either increasing or decreasing whileitifi@structure inspections annual level
of expenses have steadily decreased until theg¢estof the current case, and 3) Public
Counsel, the MPSC Staff and MIEC witnesses allmeoend the discontinuance of the
trackers mechanisms for these costs. Accordinghat occurred in prior rate cases is
not relevant going forward since the setting oftthse level expense in those cases was
merely a prelude to the tracking of any differeircactual costs incurred from the base

level expense authorized.

PLEASE EXPLAIN THE ERRORS IN MS. MOORE'S TEST XE AMOUNTS?

The base level of test year expenses Ms. Matanrtifies in her rebuttal are incorrect
because what the amounts actually represent Sdhgany's forecast of actual expenses
for the twelve months ended December 2014 (theoétite true-up period) — not the test
year which is the twelve months ended March 2044r direct testimony work papers
LMM-WP-425 and LMM-WP-501 show that the Companyizéid forecasted amounts

for the months of April 2014 through December 2@i.dlerive the amounts she describes

as actual expenses incurred during the test year.

12
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Q.

WHAT ARE THE ACTUAL TEST YEAR EXPENSES INCURRED AS OF THE
TWELVE MONTHS ENDED MARCH 2014?
The actual test year expense incurred for veigetahanagement was *

and for infrastructure inspection ° **

WHY SHOULDN'T THE ANNUAL EXPENSE AUTHORIZED IN THE CURRENT
CASE FOR VEGETATION MANAGEMENT ACTIVITIES BE BASED ON EITHER
THE TWELVE MONTHS ENDED MARCH 2014 OR DECEMBER 20147

For the five preceding twelve-month periods ending in March, the Company's actual

vegetation management expense has been somewhat variable, both up and down, within a

range of ** ** to ** ** In year two the expenses decreased to
** ** from the year one amount of **_In year three the
actual expense increased tc ** and then decreased to **

in year four.

Clearly, the actual expense incurred by the Company during the prior five years is subject
to variability; therefore, the best regulatory ratemaking methodology to utilize to
determine the annual expense level going forward is normalize the costs based on an
average of actual historical costs. Ms. Moore's proposal does not take into account any
variability in the actual expenses and does not identify any trending that would suggest

that the actual expenses will continue to increase from the actual test year or true-up

13
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Q.

period level. That is why Public Counsel recommends that the annual level of expense be

based on a normalization of the known database of historical costs.

SHOULD THE ANNUAL EXPENSE AUTHORIZED IN THE CURRENT CASE FOR
INFRASTRUCTURE INSPECTION ACTIVITIES BE BASED ON EITHER THE
TWELVE MONTHS ENDED MARCH 2014 OR DECEMBER 20147
No. For the five preceding twelve-month periods ending in March, the Company's actual
infrastructure inspection expense has decreased in all years except for the twelve months
ended March 2014. In the first year the expenses te ** while in year
four they were * **_ For the twelve months
ended March 2014, the actual incurred expense w

** gver year four. These costs have shown a @dedrsubstantial
decreasing trend in all years except the test year. That is why Public Counsel
recommends a two year normalization of the costs utilizing the twelve-month period
ending in March 2013 and March 2014. Since the future actual expenses are not known
and measurable, Public Counsel believes that the two-year normalization is the best
methodology to protect both shareholders and ratepayers from possible future over or

under recovery of the expenses.

WHY IS THE COMPANY'S PROPOSAL TO UTILIZE THE ACTUAL INCURRED

EXPENSE FOR THE TWELVE MONTHS ENDING DECEMBER 2014 AS THE

14
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ANNUAL LEVEL OF EXPENSES FOR VEGETATION MANAGEMENTRND
INFRASTRUCTURE INSPECTIONS ACTIVITIES UNREASONABLEND
INAPPROPRIATE?

Above | described for the Commission that thesakincurred level of expense for
vegetation management has been variable on a ggexatr basis while those of the
infrastructure inspection activities have beendneg down significantly. For both types
of expenses, | have recommended a normalizatioroapp as the best methodology to
develop an annual expense level on a going-forlvasis. However, Ms. Moore

suggests that the true-up period should be usealibec¢hat is the way it has been done in

the last three cases.

Public Counsel disagrees with Ms. Moore's propbsahuse, in the referenced cases, the
continuation of the tracker was a primary reasarséiting the base level as authorized.
In the current case, Public Counsel, the MPSC atraffMIEC witnesses all recommend
that a sufficient database of historical actuatsesists upon which to determine an
annualized level of costs to include in the develept of rates. The trackers authorized
by the Commission were setup to protect both sludders and ratepayers because the
new rules associated with the programs had norkisimon which to base an annual

level of costs with any accuracy. Public Counsigves that a credible historical

database of actual costs is now available, and sotime to move the development of

15
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these costs to a normal regulatory ratemaking goaad eliminate the abnormal tracker

mechanism.

V1. DOE BREACH OF CONTRACT SETTLEMENTS

Q. DID THE COMPANY RECEIVE THE 4TH QUARTER 2014 REABURSEMENT
YOU DISCUSSED IN YOUR REBUTTAL TESTIMONY?

A. Yes. The Company's response to OPC Data Redleest041 and MPSC Staff Data

Request No. 353s1 stated that the reimbursementegawed in December 2014.
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HOW DID THE COMPANY BOOK THE REIMBURSEMENT?
The proceeds were booked to cash and as art tdfdkiclear Construction Work In

Process (CWIP) accounts as a reimbursement fdmh€ask Storage Project costs.

IS IT THE COMPANY'S POSITION THAT ALL FUTURE REMMBURSEMENTS

ALSO BE UTILIZED AS A REDUCTION IN THE COSTS OF THBRY CASK

STORAGE PROJECT COSTS?

No. Beginning on page 36, line 5, of her redlugestimony, the Company's witness, Ms.

Laura M. Moore, states:

Q.

Has Staff proposed an adjustment in relatiacheédDOE Breach of

Contract Settlements?

16
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A.

No. Staff has not proposed an adjustment s ¢hse related to the
DOE Breach of Contract Settlement. Although, Staf$
recommended the Commission order the Company toret|
future refunds that stem from settlements that Aamédissouri

has reached with DOE to ratepayers.

Does the Company agree with this recommendation?

No. Staff's focus on this refund ignores thet there are also costs
that change between rate cases that the Compasyndobget to
recover. For example, in File No. ER-2012-0166ttbe-up
period ended July 31, 2012, and property taxesaireaid until
December 2012. The amount that was allowed irs fatethat
case was based on the property taxes paid in ZDi4.increase in
the property taxes paid in 2012 was never recovieyetie
Company. Also, the settlement amounts that weokdxb as
miscellaneous non-utility operating revenue relatecefunds of
expenses that were incurred in a period of timeAlnaeren
Missouri was not involved in rate cases. RequitimgCompany
to pass these refunds through rates to be seisisdake would
result in a windfall to current customers.

Q. DOES PUBLIC COUNSEL BELIEVE THAT MS. MOORE'S ARIEMENT MAKES

SENSE?

No. Ms. Moore seems to be discussing two daffieipoints: 1) that the December 2014

reimbursement should not be included in the devety of rates authorized in the

current case, and 2) that future DOE reimbursensaald not be returned to ratepayers

via a reduction of investment costs.

Regarding the first point, as | discussed abowengany booked the December 2014

reimbursement to CWIP so that reimbursement witlb@included in the development

17



10

11

12

13

14

15

16

17

18

19

20

21

Surrebuttal Testimony of Ted Robertson
Case No. ER-2014-0258

of rates in the current case. According to the ®aynpany has booked the
reimbursement, it will, unless Company changepatstion, be included in the
development of rates in the rate case subsequém f@ant investment to which it is
associated is transferred to plant-in-service. sTitus a not an issue in this case unless
the CWIP balance associated with the Dry Cask Preyas transferred to plant-in-

service as of December 31, 2014, and it is my wgtdeding that it was not.

Regarding Ms. Moore's second point, under Missegulatory ratemaking prudent
used and useful investment is usually based omtyst current level existing at the time
of the test year, known and measurable perioduertip period. If the Company incurs
an investment cost, but that cost is paid for beutity other than the Company, e.g.,
contributions in aid of construction or insuraneembursement, the cost of the
investment which Company did not pay for is notuded in the development of rates.
Shareholders are not allowed to recover expengedidhnot pay for, nor are they
allowed to earn a return on or return of investnuasts which they did not incur. It
would be illogical to allow the Company to earreturn on or return of a rate base
investment which cost it nothing. Future DOE reurgements should be utilized to
reduce the investment cost incurred by the Compathe same manner as the Company

booked the December 2014 reimbursement.

WHAT IS PUBLIC COUNSEL'S RECOMMENDATION FOR THISSUE?

18
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A.

VII.

As stated in my rebuttal testimony, Public Caelrizlieves that all DOE reimbursements
related to this issue should flow back directlyatepayers via a reduction of the plant
investment cost the Company incurs because ofdhaxct breach. It is a common
concept of regulatory ratemaking theory that a latgd utility is only allowed to earn a
return on and return of investment for which ituatly incurs a cost. If the cost of an
investment is reduced by a ratepayer contributigoroceeds from another entity,
shareholders are not allowed to earn any returor @f the portion of the investment not
paid for by the Company. The Company should natllosved to treat the DOE
reimbursements as unregulated revenues becausarthdirectly related to reducing the

cost of the plant investment related to the DOEtineof contract settlement.

IS PUBLIC COUNSEL OPPOSED TO REDUCING THE AMOUNIIF FUTURE
REIMBURSEMENTS RETURNED TO RATEPAYERS FOR PRUDENNE
REASONABLE INCREMENTAL COSTS INCURRED BY THE COMPANTO
OBTAIN THE REIMBURSEMENTS?

No.

RATE CASE EXPENSE
WHAT IS THE ISSUE?
This issue concerns rate case costs the Comnipaugred to process the recent Rate

Design Complaint Case, No. EC-2014-0224. PubligrSel believes that most of the
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costs the Company incurred to process that case avguably booked to the wrong
Uniform System of Accounts (USOA) Account, and thahajority of the total costs
were imprudently incurred. Public Counsel beliethed the booking issue is a minor
issue with no ratemaking effect; however, ratepagbould not be required to reimburse
the Company for the imprudent costs. Thus, Pubtiansel recommends that the

imprudent costs should be disallowed from the dgweknt of rates in the instant case.

WERE THE COSTS INCURRED BY THE COMPANY IN CASEENEC-2014-0224
INCURRED DURING THE TEST YEAR FOR THE INSTANT CASE?
Some of the charges were incurred during thieyesr, but most were incurred in the

true-up period authorized for the instant case.

WHAT COSTS DID THE COMPANY BOOK INACCURATELY?

The Company booked its legal and consultantsctust legal reserve liability account,
but the Company stated that the offsetting expensy was charged to USOA Account
923 - Outside Services. Public Counsel believasttie costs incurred, both legal and

consulting, should have been booked to USOA AccédBtRegulatory Expenses.

WHAT COSTS DID THE COMPANY INCUR TO PROCESS CASPE. EC-2014-

02247
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A.

The Company's response to OPC Data Request No. 1035 and MPSC Staff Data Request

No. 479 identify that the Company incurred legal 5t ** outside experts
(consulting) costs * ** and miscellaneous outside support, hotelssraedl
travel costs * **

WHICH OF THE ABOVE COSTS DOES PUBLIC COUNSEL BELIEVE WERE
IMPRUDENTLY INCURRED?

Public Counsel believes that almost all of the costs are imprudent and should have never
been incurred. Because this was a complaint case filed against the Company, the
Company was certainly required to participate, but because the issues to be determined in
the case had little or no impact on the Company or its shareholders, the extent to which
the Company participated far outweighed what should be considered reasonable and

necessary.

PLEASE CONTINUE.

Regarding legal costs, the Company incurred the services of two separate firms: 1)
Brydon, Swearengen & England P.C. and 2) Smith Lewis, LLP. Brydon, Swearengen &
England P.C. total charges were ** while charges for Smith Lewis, LLP
were approximately * ** Public Counsel believes that these large dosttds

never have been incurred because it is likely the Company's own in-house legal staff
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could have been utilized to process the case due to the absence of any substantial risk to

the Company's operations or its shareholder's earnings.

DID THE COMPANY ALSO INCUR SIGNIFICANT OUTSIDE EXPERT CHARGES?
Yes. The Company incurred even larger total charges for three outside expert firms: 1)
Brattle Group ** ** 2) Pierre Arseneault’ ** and 3) Healy &

Healy, Attorney's at Law, LLC * **_ Hourly rates for the consultants varied

depending on the personnel utilized at the respective firm; however, the hourly rates

incurred were as high as ** for Brattle Group (Mr. Mudge wa
*x), *x ** for Pierre Arseneault (in addition to a retainer fee of
**), and ** ** for Healy & Healy, Attorney's at Law, LLC.

DOES PUBLIC COUNSEL BELIEVE THAT ALL THE OUTSIDE EXPERT

CHARGES SHOULD BE DISALLOWED?

Yes. Public Counsel believes that all of the outside expert charges identified above were
imprudently incurred given the limited rate design issues to be determined in the case.
That is, the services of the three outside expert firms were unnecessary. As the
Commission has noted before, when the Company has internal expertise capable of being
brought to bear in a case more cheaply than the use of outside expertise, the Company
should employ the internal expertise. A Company of Ameren's size retains employees

capable of understanding and presenting testimony on the relevant issues that were to be
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determined in that case. Had the Company utilihed own employees, the outside

expert charges would not have been incurred. Ttheyg,should be disallowed.

SHOULD THE MISCELLANEOUS CHARGES ALSO BE DISALWWED?

Public Counsel believes that some portion oftttal miscellaneous charges relate to
either the legal or outside service providers idieadt above, but because the amount is
relatively immaterial and cannot be accurately aheteed from the Company's data
request response, and it likely that the Compagmrsonnel would have incurred similar

costs, no disallowance is required for these clsarge

PLEASE SUMMARIZE THE PUBLIC COUNSEL'S POSITIONNOTHIS ISSUE?
Public Counsel recommends, for the reasonsdstdieve, that the Commission disallow
the legal and outside expert charges the Companyred in Case No. EC-2014-0224
because the charges were imprudently incurredthd@ extent that the test year includes a
portion of the costs identified, those costs sha@demoved from the annual level of
costs for the accounts where they were bookethelficcounts in which these costs were
booked are either updated or included in the tquethe charges included in those

periods should be disallowed.
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VIII.

Q.

CORPORATE FRANCHISE TAX

HAS PUBLIC COUNSEL RECEIVED ADDITIONAL INFORMATDON FROM THE
COMPANY REGARDING THE CORPORATE FRANCHISE TAX ISSUE

Yes. Since the filing of rebuttal testimony,ifia Counsel has received data request
responses identifying and describing how corpdratechise tax and any tax credit offset
were calculated and allocated between the Compalectric and gas operations in prior
years. In addition, Company has recently providaedpplemental response to OPC Data
Request No. 1040 which included the Missouri 20dfparate franchise tax schedule
(Form MO-FT) and a listing of Missouri tax cred#gailable to offset the 2015 tax

liability.

IS THE 2015 TAX LIABILITY BASED ON CALENDAR YEAREND 2014
FINANCIAL INFORMATION?

Yes. Public Counsel understands that the in&tiom and account balances required to
calculate the 2015 tax liability are determinedvirthe Company's calendar year 2014
(i.e., end of the instant case true-up period)fana records. Furthermore, the 2015 tax
liability represents the last year of corporate@tase tax that the Company will incur

before the corporate franchise tax is eliminatadmetely.
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Q.

WHAT IS PUBLIC COUNSEL'S RECOMMENDATION REGARDING THE
RATEMAKING TREATMENT OF THE 2015 CORPORATE FRANCHISE TAX
LIABILITY?

Public Counsel recommends that the 2015 corporate franchise tax liability less tax credits
be normalized over a period of 18 months. Utilizing the 2015 corporate franchise tax
information provided by the Company, Public Counsel recommends that a normalized
annual amount of * ** be included in the development of rates for the
Company's electric operations (i.e., **x

Utilization of the ** ** as the annual cost results in an adjustment that
decreasethe Company's actual test year expense [ ** (l.e

** booked electric test year less the **).

Public Counsel believes its recommendation is fair to both the Company and ratepayers
since it is Public Counsel's understanding that the Company intends to file for a new
general rate increase case shortly after the finalization of the current case. If the
Company does indeed file a new rate case as expected, it is likely that rates developed in
that subsequent case will be authorized near the end of the 18 month timeframe of the
recommended normalization period, thus allowing the Company to recover fully its

actual incurred cost while, if it files the new case as expected, not over-recovering the
cost by any significant amount. Furthermore, since applicable legislation eliminated any

future corporate franchise tax subsequent to 2015, there is absolutely no reason to include
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the entire 2015 corporate franchise tax liabilgytlae expected level of annual ongoing

expense.

IS THE ELECTRIC OPERATIONS PERCENTAGE YOU USED TALCULATE

YOUR RECOMMENDED ANNUAL CORPORATE FRANCHISE TAX AMONT
BASED ON CALENDAR YEAR-END 2014 INFORMATION?

No. Company did not provide that informationts supplemental response to OPC Data
Request No. 1040s1 so | utilized the percentagelieaCompany utilized to allocate its
2014 corporate franchise tax liability. While i#t#tion of the actual 2015 percentage
would yield a more accurate amount, | do not beli¢ likely that the differences in the
2014 and 2015 percentages will be material, bilteifCompany provides the 2015

percentage, | will update my recommendation, asgpjate, in true-up testimony.

DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

Yes.
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