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OF
ROBERT E. SCHALLENBERG
UNION ELECTRIC COMPANY
d/b/a AMERENUE

CASE NO. ER-2007-0002

Q. Please state your name and business address.

A Robert E. Schallenberg, 200 Madison Street, Jefferson City, Missourt, 65102.
Q. By whom are you employed and in what capacity?

A. I am the Director of the Utility Services Division of the Missouri Public

Service Commission (MoPSC).

Q. Please describe your educational background.

A. I am a 1976 graduate of the University of Missouri at Kansas City with a
Bachelor of Science degree and major emphasis in Accounting. In November 1976, I
successfully completed the Uniform Certified Public Accountant (CPA) examination and
subsequently received the CPA certificate. In 1989, ] received my CPA license in Missouri.
I began my employment with the Missouri Public Service Commission as a Public Utility
Accountant in November 1976. [ remained on the Staft of the Missouri Public Service
Commission until May 1978, when | accepted the position of Senior Regulatory Auditor with
the Kansas State Corporation Commission. In October 1978, | returned to the Staff of the
Missouri Public Service Commission. Most immediately prior to October 1997, I was an
Audit Supervisor/Regulatory Auditor V. In October 1997, I began my current position as

Division Director of the Utility Services Division of the MoPSC.
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Robert E. Schallenberg
Q. Please describe your responsibilities and experience while employed at the

MoPSC as a Regulatory Auditor V?

A. As a Regulatory Auditor V for the MoPSC, 1 had several areas of
responsibility. 1 was required to have and maintain a high degree of technical and

substantive knowledge in utility regulation and regulatory auditing. Among my various

responsibilities as a Regulatory Auditor V were:

i. To conduct the timely and efficient examination of the accounts,

books, records and reports of jurisdictional utilities;

2. To aid in the planning of audits and investigations, including staffing
decisions, and in the development of Staff positions in cases to which the
Accounting Department of the MoPSC was assigned, in cooperation with

Staff management as well as other Staff;

3. To serve as lead auditor, as assigned on a case-by-case basis, and to
report to the Assistant Manager-Accounting at the conclusion of the case on
the performance of less experienced auditors assigned to the case, for use in

completion of annual written performance evaluations;

4. To assist in the technical training of other auditors in the Accounting
Department;
5. To prepare and present testimony in proceedings before the MoPSC

and the Federal Energy Regulatory Commission (FERC), and aid MoPSC
Staff attorneys and the MoPSC's Washington, D.C. counsel in the preparation

of pleadings and for hearings and arguments, as requested; and

6. To review and aid in the development of audit findings and prepared

testimony to be filed by other auditors in the Accounting Department.
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The MoPSC relies on the Regulatory Auditor V position to be able to present and
defend positions both in filed testimony and orally at hearing. 1 have had many occasions to
present testimony before the MoPSC on issues ranging from the prudence of building power
plants to the appropriate method of calculating income taxes for ratemaking purposes. | have
worked in the area of telephone, electric and gas utilities. I have taken depositions on behalf
of the MoPSC in FERC dockets. Attached as Schedule 1, is a listing of cases and issues on
which { have worked at the MoPSC. My responsibilities were expanded to assist in federal
cases involving the MoPSC as assigned.

Q. Have you previously submitted testimony in proceedings before the FERC?

A Yes. | submitted testimony in Docket Nos. RP94-365, RP95-136, RP96-173,
et. al. These dockets were cases involving Williams Natural Gas Company (WNG). WNG
provides gas transportation and storage services for local distribution companies serving the
western portion of Missouri. WNG provides service to Missouni Gas Energy which serves
the Kansas City area. My testimony in Docket No. RP94-365 involved a prudence challenge
of the costs that WNG sought to recover in that case. [ also filed testimony regarding certain
cost of service issues in Docket No. RP95-136, WNG's rate case before the FERC. These
issues included affiliated transactions between WNG and its parent. I filed testimony in
Docket No. RP96-173, et. al., on the issue of whether the costs in question met FERC's
eligibility criteria for recovery under FERC Order No. 636.

I submitted testimony in Docket No. RP96-199. This case is Mississippt River
Transmission (MRT) Corporation's rate case. MRT provides gas transportation and storage
services for local distribution companies serving the eastern portion of Missouri. MRT

provides service to Laclede Gas Company which serves the St. Louis area. My testimony in
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Docket No. RP96-199 involved cost of service issues. These issues included affiliated

transactions between MRT and its parent.

EXECUTIVE SUMMARY

My rebuttal testimony addresses two matters that Union Electric Company, d/b/a
AmerenUE (AmerenUE) raised in 1ts Direct Testimony. The first matter is related to the
specific issue identified as “Impact On Revenue Requirement Reflecting 4 CSR 240-10.020”
m the Direct Testimony of AmerenUE witness Gary S. Weiss at pages 29-30. AmerenUE is
presenting an interpretation of this rule that has monumental rate impacts (i.e., $ 387
million). This is a novel issue. Since AmerenUE first raised this issue in the immediate prior
Staff eamings complaint case, Case No. EC- 2002-1, no other utility has sponsored a similar
position nor filed for rates to be based on the rule interpretation which AmerenUE supports
in this case. My testimony will show that the AmerenUE position is based on an
interpretation of the rule, not on the actual language ot the rule. AmerenUE did not file to
increase rates to the level directly related to its rule interpretation of the rule. However,
AmerenUE sponsors this issue as a contingency to allow it to receive the entire amount of its
requested rate increase, $361 million, in the event that the MoPSC finds that adjustments are
warranted in the areas (e.g., rate of return, Electric Energy, Inc, off-systems sales, fuel, etc.)
that directly support the rate increase being sought by AmerenUE. My testimony will show
that AmerenUE has not acted in a manner consistent with the rule interpretation now being
pursued by it, nor filed its prior rate cases utilizing the methodology that AmerenUE now
alleges has been required by this rule for approximately sixty (60) years.

The second matter is addressed in the “Expiration of AmerenUE’s Power Purchase

Agreement with Electric Energy, Inc.” section of the Direct Testimony of AmerenUE witness
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Michael L. Moehn at pages 10-16 and in the Direct Testimony of AmerenUE witness Robert
C. Downs. The Electric Energy, Inc. issue is also addressed in the Direct Testimonies of 1)
Michael L. Brosch on behalf of State of Missouri; 2) Ryan Kind of behalf of the Office of the
Public Counsel; and 3) Kevin C. Higgins on behalf of The Commercial Group. I will refer to
this issue as EEInc. The power plant / generating station that actually produces the power is
located in Joppa, [llinois, is referred to as the Joppa station or power plant and is owned by
EEInc.

EEInc. is a prudence issue. EEInc. is owned by three entities or Sponsoring
Companies. These Sponsoring Companies are AmerenUE, (40%), Ameren Energy Resources
Company (40%), and Kentucky Utilities Company (20%). AmerenUE had the right to use its
allocated capacity and energy from EEInc. 1o serve its Missouri native load customers at cost
based rates, but chose to vote to direct this capacity and energy to serve the market and incur
higher costs than to serve its own customers. AmerenUE acted imprudently by engaging in
actions which increased its costs of fuel and purchase power to serve its Missouri customers
as well as reduced the amount of off-systems sales revenues that were available to offset
AmerenUE’s other incurred costs, which are also recovered by AmerenUE from its Missoun
customers.

One of AmerenUE’s directors on EEInc., Charles D. Naslund, stated in a deposition

that this decision was based on **
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*k

EEInc. was not operated as a below-the-line investment and its debt was primarily
supported by the purchase power payments paid by Union Electric and its customers, not the
equity investment by Union Electric. The Power Supply Agreements were cntical to the
operation of EEInc. due to the owner decision to finance EEInc. with high debt levels and
minimal equity investments. Union Electric received in rates from its customers rate
treatment similar, if not better, for its share of the Joppa generating station as the other
generating units owned by Union Electric, These payments were based on the ownership of
the plant as well as a fifteen (15%) return on cquity. The EEInc. Power Supply Agreement
required Union Electric with the other Sponsoring Companies and the Department of Energy
to make monthly payments for power which would enable EEInc. to recover all of the Joppa
generating station’s cost-of-service, which includes operating expenses, taxes, and interest

plus generate a prescribed rate of return on equity capital of 15% net of federal income tax.
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The obligations of Union Electric with the other Sponsoring Companies and the Department
of Energy were absolute, unconditional, and could not be discharged or affected by the

failure, impossibility or impracticality of EEInc. to generate or deliver electricity.

IMPACT OF RULE 4 CSR 240-10.020

Q. What Ameren UE witnesses will you address in this section of your rebuttal

testimony?

A. 1 will address pages 29 and 30 of the Direct Testimony of Gary S. Weiss on
behalf of Union Electric and schedule GSW-E-19.

Q. What is the value of this issue?

A. There are three different values that can be assigned to this 1ssue because there
are three different interpretations that can be given to the rule. The value of this issue
depends on the interpretation of the rule ultimately adopted by the MoPSC.

Q. What are the three different interpretations of the rule and the related value for
each interpretation?

A. First, AmerenUE interprets the rule to require that income be imputed into
Staff’s cost of service equivalent to 3% of the depreciation reserve amount and the
depreciation reserve is no longer deducted from rate base. AmerenUE interprets that this rule
must be applied to it in this manner and in any rate increase proceeding. Mr. Weiss assigns a
value to AmerenUE’s rule interpretation of $386,744,000 thus justifying a $747,453,000
overall rate increase as shown on lines 5 through 7 of page 30 of his Direct Testimony.
Mr. Weiss goes on to state that despite AmerenUE’s interpretation of this rule, AmerenUE is
not proposing to recover the full amount of the revenue requirement that it is legally entitled

to but is still entitled to the full $360,709,000 rate increase required by the rule until the
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MoPSC finds adjustments to AmerenUE’s revenue requirement exceeding the $386,744,000
value of this issue. There is an inconsistency between the AmerenUE position on this issue
and the testimony of Mr. Robert C. Downs that | will discuss later in this testimony.

A second rule interpretation is that AmerenUE has made a showing to the MoPSC or
the MoPSC has decided on its own “that the rate [of three percent (3%) per annum] is not
reasonably and equitably applicable to it [i.c., to AmerenUE]” as provided in subsection (4)
of the rule. This interpretation would result in no adjustment to the cost of service in this
case or any other rate proceeding involving AmerenUE.

A third interpretation is that the rule requires the parties in this case to impute income
into their cost of service determinations equivalent to 3% of the depreciation reserve amount
that meets the provisions of the rule. [ estimate this amount to be $134,204,027
($4.476,467,556*.03) based upon the depreciation reserve amount reflected in the Staff’s
schedules. This amount would increase the amount of the excess earnings/revenues contained
in the Staff’s complaint case and decrease the AmerenUE revenue requirement in the rate
increase case filed by AmerenUE by $134,294.027.

Q. What does this rule state?

A. The MoPSC rules states as follows:

4 CSR 240-10.020 Income on Depreciation Fund Investments

PURPOSE: This rule prescribes the use of income on investments
from depreciation funds and the means for accounting for that income.

() In the process of determining the reasonableness of rates for
service, income shall be determined on the depreciation funds of the
gas, electric, water, telegraph, telephone and heating utilities
pertaining to their properties used and useful in the public service in
Missouri and shall be applied in reduction of the annual charges to
operating tncome of those utilities.
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(2) The income from the investment of moneys in depreciation
funds shall be computed at the rate of three percent (3%) per annum of
the principle amount of the depreciation funds.

3) The principle amount of depreciation funds of any such utility,
for the purposes of this rule, shall be deemed 10 be the equivalent to
the balance in the depreciation reserve account of any such utility
regardless of whether or not any such depreciation reserve account
may be represented by a segregated fund ear-marked for that purpose:
provided however, that the principal amount of the depreciation funds
may be adjusted by the portion(s) of funds which may have been
provided under circumstances other than by charges to operating
income or otherwise, these adjustments to be subject to the approval of
the commission. The terms depreciation funds and depreciation
reserve accounts shall be deemed to include the terms retirement funds
and retirement reserve accounts.

4 The rate of three percent (3%) per annum referred to in section
(3) shall be applied in the case of each gas, electric, water, telegraph,
telephone and heating utility of Missouri; provided, however, that
modification of the rate may be made upon the commission’s own
motion or upon proper showing by a utility that the rate is not
reasonably and equitably applicable to it.

(3 Affected utilities shall prepare and include in their annual
reports to the commission commencing with their annual reports for
the year 1945, and in such other reports that may be required by the
commission from time-to-time, schedules showing for the year or
period covered by such reports, the income from the investment of
moneys in depreciation funds. The schedules referred to shall be in the
form prescribed by this commission and shall include, among other
things that may be prescribed: the principle amount of depreciation
funds as represented by balances in depreciation reserve accounts; any
adjustments of such depreciation funds and accounts with complete
details and explanations thereof; and, the amount of the income from
the investment of moneys in depreciation funds computed at the rate of
three percent (3%) per annum, or such other rate as may be prescribed
by order of this commission.

(6) The commuission shall retain jurisdiction in this matter for the
purpose of making any change(s) in the interest rate prescribed in

section (2) that may be warranted.

AUTHORITY: sections 392.280 and 393.260, RSMo (1986).
*Original rule filed Dec. 19, 1975, effective Dec.29, 1975.
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*Original authority: 392.280 RSMo (1939), amended 1987 and
393.260, RSMo (1967).

Q. Mr. Weis, in his testimony, states that the “rule generally requires that in the
process of setting a utility’s rates, the Commission must provide the utility’s customers with
a 3% annual credit to reflect income from investment of the money in the utility’s
depreciation reserve account”. Does the rule contain language that supports this statement?

A, Yes. However, the rule contains no language that requires the MoPSC to
calculate the company’s revenue requirement consistent with the methodology contained on
Mr. Weiss’ Schedule GSW-E-19. The rule does contain language that requires the
imputation of income equivalent to 3% of the depreciation reserve amount into a case that
meets the qualifications of the rule absent a modification of the rate made by the MoPSC’s
own motion or upon proper showing by a utility that the rate is not reasonably and equitably
applicable to it. The rule only requires the imputation of 3% income on the depreciation
reserve balance.

The rule makes no mention regarding the required treatment of the depreciation
reserve in the determination of rate base in rate cases that utilize the 3% income imputation.
This feature is critical to AmerenUE’s position on this issue. It 1s not a matter of regulatory
practice that an item that is used to impute income or interest cannot be used in the
determination of rate base. Both AmerenUE and Staff impute interest on customer deposits
amounts and include the customer deposits balance in their respective rate base
determinations. Depreciation reserves are commonly used in the determination of rate base.
I infer from the fact that Mr. Weiss uses the word “generally” in his Direct Testimony that
AmerenUE acknowledges that it is utilizing an interpretation to support its position on this

issue in lieu of the existence of specific rule language to support AmerenUE’s position.
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Q. Did Mr. Weiss provide the basts for AmerenUE’s interpretation of the rule?

A. No. There is neither support in Weiss’ Direct Testimony nor any mention of
reliance on a legal interpretation of the MoPSC’s rule. Mr. Weiss does provide a
quantification of AmerenUE’s interpretation in his testimony. 1 could find no material in his
work papers related to this 1ssue.

Q. When did Staff first become aware of this issuc?

A. Staff became aware of this issue in Case No. EC-2002-1 when AmerenUE
raised the issue in that case.

Q. Did the Staff conduct any research regarding this rule after it became aware of
AmerenUE’s position?

A. Yes.

Q. What research did the Staff conduct?

A. The Sitaft conducted research in two areas. First, the Staff researched the
development of the rule. Second, the Staff researched the history of the rule related to Union
Electric.

Q. How was the rule developed?

A, The genesis of the rule 1s the MoPSC’ss Report and Order in Case No. 10,723,
which was effective January 31, 1946. This Order cancelled General Order 38-A. The
MoPSC issued an Order on December 19, 1975 directing the Secretary of the MoPSC “to
refile with the Secretary of State of Missourt on or before December 19, 1975, a certified
copy of all general orders, rules or orders required by Chapter 536, RSMo 1969 to be on file
therein.” On December 19, 1975 the MoPSC’s Secretary filed certified copies of the

MoPSC’s rules and regulations with the Secretary of State. This material included the
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Report and Order in Case No. 10,723. The Report and Order in Case No. 10,723, the
MoPSC’s December 19, 1975 Order, and the transmittal letter from the Commission
Secretary are attached as Schedule 3 to this testimony.

Q. What is the history of AmerenlUE’s compliance with this rule?

Al AmerenUE conducted its business as Union Electric doing the relevant time
period for this issue. AmerenUE could not identify any rate case in which it filed using the
method contained in 4 CSR 240-10.020 or any annual report filed in comphance with the
requirements of this rule. Schedule 4 attached to this testimony is a copy of Staff Data
Request No. 179 in Case No. EC-2002-1 and Union Electric’s response.

Staft reviewed Union Electric’s annual reports for the period 1949 through 1958.
Union Electric filed a “Special Depreciation Schedule” in its annual reports to the MoPSC in
1946, 1950, and 1951 but not in the 1952 annual report and thereafter. This “Special
Depreciation Schedule” shows an income amount based on a 3% rate as stated in the
MoPSC’s Report and Order in Case No. 10,723, In its 1952 annual report, Union Electric no
longer filed this special depreciation schedule but continued 1o cross out any reference that an
asset account (e.g., Utility Plant) balance was less a reserve amount. Union Electric provided
its reserves as a footnote to its balance sheet. In its 1958 annual report, Union Electric
reported reserves as offsets to plant balances consistent with the process used today. In other
words, the utility’s rate of return is multiplied by net rate base, including original cost less
accumulated depreciation, to calculate the return component of the utility’s revenue
requirement. Schedule 5 attached to this testimony 1s a copy of the Union Electric annual

report material that [ reviewed.

Page 12



---——--‘-

10

11

12

13

14

15

16

17

18

19

20

21

22

23

Rebuttal Testimony of
Robert E. Schallenberg

Q. Do you agree with Mr. Weiss’ statement on page 29 of his Direct Testimony
that “[i]n recent years, instead of following this rule, the Commission has subtracted
accumulated depreciation from utilities’ investment in rate base in calculating the return that
is provided to the utilities” shareholders™?

Al No. 1 would assert the statement is inaccurate in terms of the period of time
inferred by the use of words “[i]n recent years”. I do not believe an approximately 50-year
period (i.e., 1958 to 2007) can be accurately described as “[i]n recent years.” I would also
assert the suggestion in Mr, Weiss” Direct Testimony that the Commission was the actor in
the subtraction of depreciation reserve from utility investment is misleading. Union Electric
has filed its cases consistent with the methodology of subtraction of depreciation reserve
from the utility investment during my tenure with the MoPSC.

Q. What interpretation of the rule do you believe is appropriate?

A, I believe that the MoPSC has modified the rate for Union Electric through
either its own motion or upon proper showing by Union Electric that the 3% rate is not
reasonably and equitably applicable on or around the 1958 or 1959 time period.

Q. What is the basis for your opinion?

A I hold this opinion based on two facts. First, Union Electric began reporting
the current method (i.e., plant less reserve) in the 1958-1959 timeframe. The MoPSC
prescribed the form of its annual report. (4 CSR 240-10.020 and Sections 393.140(4) and
(6).) The MoPSC, at least implicitly, adopts the form of its annual report. By 1952, the
MoPSC did not require Union Electric to report the income associated with the depreciation
reserve as specificd by the rule. This would be an indication that the MoPSC made the

decision to no longer follow the process described in the rule. When 1 joined the MoPSC
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Staff in 1976 as an auditor, the MoPSC had a group of auditors review the annual reports for
accuracy and compliance with the MoPSC rules. 1 believe that the previously discussed
reporting changes in annual reports in the 1952 time frame would have been in response to
some action by the MoPSC.

Second, the MoPSC would have at least implicitly if not explicitly accepted a Union
Electric showing “that the rate [i.e., 3%] is not reasonably and equitably applicable to it”
when it accepted Union Electric’s first rate case using the depreciation reserve as a reduction
to rate base. I do not know what case this was, but [ believe that it occurred before Union
Electric’s Case No. ER-77-154. I have attached a copy of the MoPSC Report and Order in
that case as Schedule 6. This Report and Order shows that the MoPSC used a net plant or
depreciation reserve as an offset to plant balance in both its determination of fair value rate
base on page 36 of the Report and Order and original cost rate base on Appendix A, Sheet 2
attached to the Report and Order.

Q. If the MoPSC decides not to adopt this conclusion, then which interpretation
of 4 CSR 240-10.020 do you believe is most appropriate?

A. The interpretation that requires the Staff to impute income into its cost of
service equivalent to 3% of the depreciation reserve amount that meets the qualifications of
the rule, with the depreciation reserve used as a reduction to rate base.

Q. Why do you hold that opinion?

A. It has been recognized, since at least 1946, that customers are entitled to a
reasonable and equitable return for the use of the funds that they provided in the form of
depreciation reserves. 1f the MoPSC believes that it must impute a 3% income from the

depreciation reserve, then the MoPSC should decide what treatment of the depreciation
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reserve produces the most reasonable result. The rule does not state that the depreciation
reserve cannot be used as a rate base offset as asserted by AmerenUE on this issue. The
question that must be determined under this scenario is whether the return that customers
receive should be more or less than AmerenUE’s return on its investment. [ believe it is
reasonable to assume that customers should receive a greater return than AmerenUE given
the customers’ higher borrowing and opportunity costs.

Q. Has the Company included any testimony stating that the application of the
3% to its depreciation fund with the exclusion of the depreciation reserve as a reduction to
rate base produces a reasonable and equitable amount?

A. No. Mr. Weiss only addresses the issue from the perspective that the
Company’s proposed treatment of the depreciation reserve is the only option. Mr. Weiss
provides no testimony that such an approach is a just and reasonable result.

Q. Did the Commission attempt to rescind this rule?

A. Yes. On June 7, 2001 the Commission issued an “Order Finding Necessity For
Rulemaking” regarding a proposed rescission of Commission Rule 4 CSR 240-10.20 -
Income Depreciation Fund Investments in Case No, AX-2001-634. Laclede Gas Company,
Missouri-American Water Company, Missourt Gas Energy, UtiliCorp United, Inc., and
Union Electric Company filed comments and requested a hearing on this matter. Most of the
comments were against rescission of the rule. Sprint supported the rescission but it was
received after the published response time had expired. The Commission withdrew the

proposed rescission as a result of the majority of comments.
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ELECTRIC ENERGY, INC. (EEinc.)

Q. What portions of the Company’s direct testimony regarding this issue are you
addressing?
A. I will be addressing the Direct Testimony of AmerenUE witness Michael L.,

Moehn contained on pages 10 through 16 and any matters of fact raised in the Direct
Testimony of AmerenUE witness Robert C. Downs. [ am also aware of the Direct
Testimony of: 1) Michael L. Brosch on behalf of the State of Missouri; 2) Ryan Kind on
behalf of Office of the Public Counsel; and 3) Kevin C. Higgins on behalf of The
Commercial Group.

Q. Were you aware of this issue prior to this rate case?

A, Yes. | was aware that AmerenUE intended to terminate on January 1, 2006 its
use of the capacity and energy associated with its forty percent (40%) ownership of EEInc. to
serve AmerenUE’s customers at cost based rates. 1 first became aware of AmerenUE’s intent
sometime before the filing of Case No. EO-2004-0108. The case was filed August 25, 2003
and is sometimes referred to as the Metro East Case. 1 have been able to trace the genesis of
this issue to the 1999 time frame after Union Electric Company merged with Central Hlinois
Public Service Company (CIPS). Prior to the merger, Union Electric intended to use the

capacity and energy associated with its forty percent (40%) ownership of EEInc. to serve its

native load customers.

Q. What is Staff’s position regarding this issue?

A. It is Staff’s position that AmerenUE engaged in an imprudent decision to sell
the power from the capacity and energy associated with its forty percent (40%) ownership of
EEInc. into the open market instead of seeking to use this capacity and energy to meet its

obligations to its Missouri customers at cost based rates. This Ameren decision was not
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based on any analysis that showed that such a decision was beneficial to either the rehiability
or costs of AmerenUE’s utility operations in Missouri. AmerenUE’s decision was based on
the fact that AmerenUE could make more money by selling its power into the Illinois market
than it could from selling its power to its Missouri customers. The critical element for this
AmerenUE decision to produce the result desired by Ameren’s senior management is that the
MoPSC must authorize AmerenUE to charge Missouri customers higher rates to reflect the
increased cost of service caused by AmerenUE incurring 1) higher fuel and purchase power
costs to replace the energy formerly provided by the EEInc Joppa unit and 2) lower levels of
off system sales that offset AmerenUE prudently incurred electric operations costs. It is
important to note that AmerenUE’s overall financial results were not impaired by this
decision as it still records an increase in income from EElnc. to offset the increase in fuel and
purchase power expense and loss of off-system sales recorded elsewhere on AmerenUE’s
financial statements. This decision was based on generating higher profits for AmerenUE’s
affiliated holding company, Ameren, at the expense of Missouri consumers. Missour
consumers should not be burdened to pay higher costs that AmerenUE would avoid if dealing
with a non-affiliated entity. It should be noted that Kentucky Ultilities, voted against the new
market based rates Power Sales Agreement between EEInc. and Ameren Energy Marketing
(AEM). Kentucky Utilities 1s the only EEInc. owner not affiliated with Ameren Corporation.

Q. What portions of Mr. Moehn’s Direct Testimony, in particular, on this issue
will you be addressing in your rebuttal testimony?

A. I will address the following portions of Mr. Moehn’s Direct Testimony:

1) page 10, lines 14-15, where he states; “This agreement expired by its

own terms on December 31, 2005.”
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2) page 10, lines 15-19 where he states; “Following the expiration of the
agreement, EEInc. elected to cease selling power from the Joppa Plant on a cost plus
basis, and instead sought and received authority from the Federal Energy Regulatory
Commission (FERC) to sell power from the Joppa Plant at market prices.
Consequently, AmerenUE no longer has the opportunity to purchase power from
EEInc.”

3) page 12, lines 3-19 where he states: “AmerenUE’s stock in EElnc. was
purchased with shareholder, not ratepayer funds, and has always been treated as a
‘below-the-line’ item for ratemaking purposes. This treatment has never been
challenged in any regulatory proceeding. By ‘below-the-line’ I mean the investment
in the stock is not and has never been on AmerenUE’s books as an asset on which a
return 1s figured in calculating the rates paid by AmerenUE’s Missouri ratepayers.
This is unlike an ‘above-the-line’ investment, such as a power plant or transmission
line, which are put into rate base. Above-the-line items affect the Company’s
revenue requirement because the revenue requirement is determined based upon these
rate base items, including depreciation expense (which is a return of the Company’s
investment) and return on equity (which 1s a return on the Company’s investment). A
below-the-line investment in stock — like AmerenUE’s EEInc. stock — does not allow
ratepayers to share in any of the revenues derived from stock ownership, nor does it
expose ratepayers to the investment risk associated with owning the stock. Rather,
with regard to EEInc., ratepayers have simply paid the cost of power purchased by

AmerenUE from EEInc. as provided for under power supply agreements between

AmerenUE and EEIne.”
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4) page 15, lines 1-3, where he states: “EElnc. sought and obtained
authority from the FERC to sell power from the Joppa Plant at market-based rates.
The FERC authorized such sales in its order in Docket Nos. ER05-1482-000 and
ER05-1482-001 1ssued on December 8, 2005.”

3) page 15, lines 7-9, where he states: “AmerenUE’s most recent power
supply agreement with EEInc. was originally executed in 1987 and contained a cost
plus 10% rate for the power being delivered.”

Q. Do you agree with Mr. Moehn’s testimony on page 10, lines 14-5, where he
states: “This agreement expired by its own terms on December 31, 20057

A. No. The agreement expired by AmerenUE when not consistent with its rights
and regulatory obligations to its customers, it chose not to seek the best terms for its system
and customers. Unlike Kentucky Utilities, the sole remaining non-Ameren affiliated EEInc.
owner, AmerenUE had a ownership percentage significant enough to effectively extended the
contract on its existing terms. 1 will discuss the Kentucky Utilities® situation relative to
EElnc. later in this testimony. AmerenUE has effectively modified its EEInc. situation
thereby effectuating a disposition of its system, diverting the Joppa lower cost capacity and
energy from continved service to its native load customers from continuing to provide the
Union Electric system the economical service, which it asserted would occur as the result of
its EEInc. involvement,

Counsel to the Staff has advised me of a number of MoPSC and federal agency
decisions. For example, Union Electric stated to the Commission in 1952 at page 4 of its

Application in Case No. 12,463, In the Matter of the Application of Union Electric Company

Page 19



16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

33

Rebuttal Testimony of
Robert E. Schallenberg

of Missouri for authorization to acquire additional shares of capital stock of Electric Energy,

Inc:

7. .. . The Sponsoring Companies have also agreed to purchase, in
proportion to their respective stock participations, any surplus power
from EEINC’s generating station not required for delivery to AEC. It
is estimated that when the entire generating station of EEINC is in full
scale operation there will be available to the Sponsoring Companies, at
an economic cost, in excess of 1,500,000,000 Kwh of energy of which
Petitioner’s share will be approximately 600,000,000 Kwh.

8. Petitioner submits that its additional investment in the capital
stock of EEINC will contribute to the national defense program and
will be in the pubiic interest. Upon consummation of the arrangements
outlined above Petitioner’s system will have an additional efficient and
economic source of power to meet the expanding requirements of the
public in its service areas.

The Commission’s Report And Order in Case No. 12,463 states at page 3:
Petitioner further states that when the entire generating station of
Electric Energy, Inc. is in full scale operation there will be available to
Petitioner as its share of the surplus power from such station
approximately 600,000,000 kwh of energy per annum at an
economical cost which will provide an additional efficient and

economic source of power to meet the expanding requirements of the
public in the service areas of Petitioner’s system.

In 1977 in Re Union Electric Company, Case No. EF-77-197, 21 Mo.P.S.C(N.S))
425 (1977), EEInc. proposed to acquire and install certain air pollution control equipment. In
connection therewith, EEInc. filed a petition with the Illinois Commerce Commission
secking authority to issue and sell $10 million in principal amount of its 8' percent First
Mortgage Sinking Fund Bonds for the purpose of financing the cost of the acquisition,
installation and construction of such air pollution control equipment. Union Electric
proposed to enter into a second amendment to the Amended Intercompany Agreement which
would have the effect of extending the provisions of the Amended Intercompany Agreement

to cover and include the 8% percent Bonds, and would be assigned to the Trustee as
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additional security for the Bonds of EEInc. (including the 8'z percent Bonds). Said proposed
amendment would make unconditional the obligations of the Sponsoring Companies to make
payments to EEInc. to enable EEInc. to pay its operating and other costs and expenses so that
in the event that EEInc. would be unable for any reason to generate or deliver any power or
energy to the Sponsoning Companies, the Sponsoring Companies would be obligated to
continue payments to EEInc. The obligations of the Sponsoring Companies were proposed
to be so enlarged so as to induce the purchase of the 8'2 percent Bonds. The MoPSC stated
in its Report and Order as follows:
. In return for its “guaranty” of EEI’s financial obligations,

Applicant will be assured of a continuous source of economical power,

its entitlement of the surplus power not contractually obligated to

ERDA. This surplus power is more economical to Applicant than the

installation of other new generation or the purchase of such power

from others. . . .

Q. Do you agree with Mr. Moehn’s Direct Testimony on page 10, lines 15-19
that states; “Following the expiration of the agreement, EEInc. elected 1o cease selling power
from the Joppa Plant on a cost plus basis, and instead sought and received authority from the
Federal Energy Regulatory Commission (FERC) to sell power from the Joppa Plant at
market prices. Consequently, AmerenUE no longer has the opportunity to purchase power
from EEInc.”?

A No. AmerenUE because of its 40% ownership share of EEInc. could continue
to purchase its proportionate share of Joppa Station output. The EEInc. Bylaws provided for
the allocation of capacity and energy from the generation facilities owned by EElnc. in
proportion to the sponsoring companies ownership shares. This provision, however, may be

changed by a seventy-five percent vote of the outstanding shares. Since AmerenUE owned

forty percent (40%) of EEInc. the bylaw provision could not be changed without
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AmerenUE’s agreement. AmerenUE did not seek to extend its purchase power agreement
with EEInc. beyond the scheduled termination on December 31, 2005 and voted to allow the

EEInc. capacity and energy to be removed from its system and be directed to support

Ameren’s non-regulated operations.
Q. What is the provision of the Bylaws to which you are referring?

A “Article 11, Section 6. Voting.” of the By Laws of EEInc. states, in part, as

follows:

... In the event that any holder of voting capital of EEInc. (including,
for these purposes, such holder’s Affiliates) owns in excess of 50% of
the voting capital stock of EEInc., then all corporate restructuring
transactions and other major corporate actions shall be decided by the
vote of the holders of 75% or more of the outstanding shares of the
Corporation entitled to vote. Corporate restructuring transactions and
other major corporate actions shall include: (a)} sale of all or
substantially all of EEInc.’s stock (or other securities) or assets; (b)
issuance of new securities; (¢) change in the relative percentages of
ownership of stock (or securities) of EEInc. held by the current
owners of EEInc.; (d) any other change in the ownership or control of
EElInc.; (e) decisions to allocate the sale of the generating capacity of
EEInc. among the EEInc. stockholders in a manner other than in
accordance with their percentages of ownership of EEInc. stock, in
the event of such capacity available for sale to parties other than the
U.S. Enrichment Corporation changes maternially; and (f) a material
change in the business purpose or objectives of EEInc. . . .

Q. Do you agree with Mr. Moehn’s Direct Testimony on page 12, lines 5-19 that
states: “AmerenUE’s stock in EEInc. was purchased with shareholder, not ratepayer funds,
and has always been treated as a ‘below-the-line’ item for ratemaking purposes. This
treatment has never been challenged in any regulatory proceeding. By ‘below-the-line’ 1
mean the investment in the stock is not and has never been on AmerenUE’s books as an asset
on which a return is figured in calculating the rates paid by AmerenlJE’s Missoun

ratepayers. This is unlike an ‘above-the-line” investment, such as a power plant or
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transmission line, which are put into rate base. Above-the-line items affect the Company’s
revenue requirement because the revenue requirement is determined based upon these rate
base items, including depreciation expense (which is a return of the Company’s investment)
and retum on equity (which is a return on the Company’s investment). A below-the-line
investment in stock — like AmerenUE’s EEInc. stock — does not allow ratepayers to share in
any of the revenues derived from stock ownership, nor does it expose ratepayers to the
investment risk associated with owning the stock. Rather, with regard to EEInc., ratepayers
have simply paid the cost of power purchased by AmerenUE from EEInc. as provided for
under power supply agreements between AmerenUE and EEInc.”?

A 1 disagree with several statements contained in this portion of Mr. Moehn’s
testimony. First, Union Electric’s return on its equity investment in EEInc. was not treated as
a below-the-line item for ratemaking purposes. Union Electric’s return on its equity
mmvestment in EEInc. is specifically recorded in the capacity charges booked above the line
and recorded n the costs used to set rates. Section 3.01 of the Power Supply Agreement
between EEInc. and the Sponsoring Companies, in effect with modifications from 1987 to
December 31, 2005, identifies the Joppa Plant Costs. This section specifies the determination
of the monthly EEInc. cost components applicable to the ownership operation and
maintenance of the Joppa Plant. The Power Supply Agreement specifies a “Component D”
that consists of an amount equal to (1) the product of 1.25 dollars multiplied by the total
number of ontstanding shares at the end of the month of capital stock of the par value of $100
and (2) the product of .0125 muitiplied by Company’s retained earnings at December 31 of
the previous year. This Section sets the EElnc. rates to the Sponsoring Companies based

upon a 15% retum on equity.
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The fact that the Union Elcctric stock investment in EEInc. has never been on
AmerenUE’s books as an asset on which a return 1s figured in calculating the rates paid by
AmerenUE’s Missouri ratepayers does not prove that Missouri ratepayers have not been
paying a return on Union Electric’s investment in EElnc. The provision of a return on Union
Electric stock investment in EEInc. would result in double recovery since the return costs
were already included the demand charges booked above the line. Components A and D of
Section 3.01 of the Power Supply Agreement provide for the payment of EEInc.’s interest
and profit constitute return in ratemaking proceedings.

Q. [s there an important fact relative to this issue not mentioned in Mr. Moehn’s
testimony on page 15, lines 1-3, where he states: “EEInc. sought and obtained authority from
the FERC to sell power from the Joppa Plant at market-based rates. The FERC authorized
such sales in its order in Docket Nos. ER05-1482-000 and ER05-1482-001 issued on
December 8, 200577

A. Yes. A key fact in these FERC dockets was the position of Kentucky
Utilities, which is omitted by Mr. Moehn’s testimony. The only owner of EEInc. that is not
affiliated with Ameren Corporation, Kentucky Utilities owns 20% of EElnc. Kentucky
Utilities noted in these FERC dockets that it could not commit and had not committed to
using the capacity presently available pursuant the Power Supply Agreement between EEInc.
and Kentucky Utilities beyond the existing term of the agreement (i.e., December 31, 2005)
because Kentucky Utilitics” contractual rights to that capacity would expire on December 31,
2005. As previously related, under the EEInc. Bylaws, Kentucky Utilities does not own
enough stock to block a change in the allocation of capacity and energy from the generation

facilities owned by EElnc. in proportion to the Sponsoring Companies ownership shares.
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Only AmerenUE and its affiliate Ameren Energy Resources have ownership positions large
enough to block such an effort.

Despite its minority position, Kentucky Utilities attempted to negotiate with
EEInc. for a Power Supply Agreement for an additional term under the best possible pricing
for the purpose of serving Kentucky Utilities™ native load customers. Kentucky Utilities had
used the capacity available to Kentucky Utilities under the Power Supply Agreement to serve
its native load customers and desired to continue to use this capacity in the future for this
purpose so long as the capacity remained a least-cost resource.

Kentucky Utilities had not made a commitment that it would continue to use
capacity from the Joppa Plant available under the current Power Supply Agreement to serve
Kentucky Utilities’ native load customers in Kentucky past December 31, 2005, and such a
commitment could not be made until EEInc. provided Kentucky Urlities with an offer, the

appropriate least-cost analysis was completed, and contract negotiations and document

execution were completed.

%k

Ak

Q. Do you agree with Mr. Moehn’s Direct Testimony on page 15,

lines 7-9, that states: “AmerenUE’s most recent power supply agreement with EEInc. was
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originally executed in 1987 and contained a cost plus 10% rate for the power being
delivered?”

A. Not completely. This statement is correct regarding excess power available
when the Department of Energy (DOE) and the other Sponsoring Companies were not
scheduling the use of their respective capacity and for a component in the demand charge.
This statement is not true regarding the total cost structure for capacity and energy assigned
to any of the Sponsoring Companies.

The description of the EEInc. rate structure is contained in the EEInc. FERC Form 1
Annual Report to the FERC. This same information is contained in the 2005 EEInc. Annual
Report to its shareholders. The rates for the capacity and energy available to the Sponsoring
Companies under the Power Supply Agreement with Modification No. 16 (Mod 16) accepted
by the FERC. In general, the Power Supply Agreement provided that that EEInc. would sell
the power not dedicated to DOE to the Sponsoring Companies. Mod 16 required EEInc. to
make available to DOE a specified percentage of the Joppa Station’s capacity. DOE was
committed to 0% of the Joppa’s station’s capacity for 2004 and 2005.

The EEInc. Power Supply Agreement required AmerenUE with other Sponsoring
Companies and the Department of Energy to make monthly payments for power which
would enable EEInc. to recover all of the Joppa’s Station’s cost-of-service, which included
operating expenses, taxes, and interest plus generate a prescribed rate of return on equity
capital of 15% net of federal income tax. The EEInc. FERC Form 1 Annual Report describes
the Power Supply Agreement obligations of AmerenUE with the other Sponsoring
Companies and DOE as absolute, unconditional, and shall not be discharged or affected by

the failure, impossibility or impracticality of EEInc. to generate or deliver electricity. This
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last feature shows that the Power Supply Agreement was not an agreement by AmerenUE to
buy capacity and energy for its system from an independent separate third party supplier.
This Power Supply Agreement reflects the cost obligations of the owners of EEInc,

Q. Do you have an example of the terms of an earlier Power Suppiy Agreement
between EEInc. and the Sponsoring Companies?

A. Yes. The Electric Energy, Inc FERC Form 1 Annual Report for the year
ending December 31, 1984 states, at page 122, as follows under the title Notes To Financial
Statements, (1) Summary Of Significant Accounting Policies, (a) Operating Revenues:

Electric Energy, Inc.’s (EEI) principal source of operating revenue is
sales of electricity to the Department of Energy (DOE) and to four
electric utility companies (Sponsoring Companies). Sales to the DOE
are made under the Modification 11 Power Contract (the Power
Contract), which became effective April 1, 1975, and amended in its
entirety the original power contract as amended through Modification
10. Relations among the Sponsoring Companies and EEI are governed
by the Intercompany Agreement, as amended, and the Interim,
Supplemental and Surpius Power Agreement (IS&S Agreement).
These agreements and the Power Contract continue in force through
December 31, 1989, unless extended or canceled as provided under
their terms.

The Power contract and the IS&S Agreement, and thus the rates
established therein for the sale of electricity to the DOE and the
Sponsoring Companies, have been accepted by the Federal Energy
Regulatory Commission. In general, the Power Contract requires EEI
to make available to DOE a specified percentage of the established
capacity of its generating facility until the termination date of the
Power Contract. Pursuant to a request by DOE, a letter agreement
effective October 1, 1981, significantly reduced the percentage of
power made available to DOE over the two-year period ended
September 30, 1983, The [S&S Agreement provides that EEI will sell
the remaining power capability to the Sponsoring Companies.

Under the Power Contract and the IS&S Agreement, the Sponsoring
Companies and DOE are required to make monthly payments for
power which will enable EEI to pay all of its operating expenses, taxes
other than Federal income taxes, and interest and provide for
retiremnent of outstanding debt, plus generate a prescribed net of
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Federal income tax rate of return on equity capital (16.59% in 1984
and 13.685% in 1983). The obligations of each of the Sponsoring
Companies and DOE are abselute and unconditional and shall not be
discharged or affected by the failure, impossibility or impracticability
of EEI to generate or deliver electricity.

Q. What portions of Mr. Downs’ Direct Testimony on this issue will you be

addressing in your rebuttal testimony?
A My understanding is that Mr. Downs’ testimony addresses no matters of fact.

Therefore, 1 am not address addressing issues specific to Mr. Down’s testimony. I have

addressed Mr. Moehn’s testimony which Mr. Downs’ relies upon to reach some of his

conclusions.
Q. Does this conclude your rebuttal testimony?
A. Yes.
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RATE CASE PROCEEDING PARTICIPATION
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COMPANY

Southwestern Bell Telephone Company
Southwestem Bell Telephone Company
Southwestern Bell Telephone Company
Southwestern Bell Telephone Company
Southwestern Bell Telephone Company
Southwestern Bell Telephone Company
Southwestern Bell Telephone Company
Southwestern Bell Telephone Company
Southwestern Bell Telephone Company
Southwestern Bell Telephone Company
Southwestern Bell Telephone Company
Kansas City Power & Light Company
Kansas City Power & Light Company
Kansas City Power & Light Company
Kansas City Power & Light Company
Kansas City Power & Light Company
Kansas City Power & Light Company
Kansas City Power & Light Company
Kansas City Power & Light Company
Kansas City Power & Light Company
Missouri Public Service Company
Missouri Public Service Company
Missouri Public Service Company
General Telephone

General Telephone

General Telephone

CASE NO.

TR-79-213
TR-80-256
TR-81-208
TR-82-199
TR-83-233
TR-86-84
TC-89-14
TO-89-56
TR-90-98
TC-93-224
TO-82-3
ER-77-118
ER-78-252
ER-80-48
ER-81-42
ER-82-66
HR-82-67
ER-83-49
EO-85-185
ER-85-128
ER-78-29
GR-78-30
ER-90-101
TM-87-19
TR-86-148
TC-87-57
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General Telephone

Gas Service Company

Gas Service Company

Union Electnic Company

Kansas Power & Light Company
Kansas Power & Light Company
Western Resources

Western Resources

United Telephone Company of Missouri
St. Joseph Light and Power Company
St. Joseph Light and Power Company
Kansas Power and Light Company
Laclede Gas Company

Williams Natural Gas Company
Williams Natural Gas Company

Mississippi River Transmission

Union Electric Company d/b/a AmerenUE

Aquila, Inc.

Missouri Pipeline Company

TR-89-182
GR-78-70
GR-79-114
EC-87-114
GR-91-291
EC-91-213
GR-93-240
GM-94-40
TR-80-235
EC-92-214
ER-93-41
EM-91-213
GR-94-220
RP94-365-000
RP95-136-000
RP96-199-000
EC-2002-1
ER-2005-0436
GC-2006-0491
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Gas Service Company

Case No, GR-79-114

Date: June 15, 1979

Areas: Deferred Taxes as an Offset to Rate Base

Missouri Public Service Company

Case Nos. ER-78-29 and GR-78-30

Date: August 10, 1978

Areas: Fuel Expense, Electric Materials and Supplies, Electric and Gas Prepayments, Electric
and Gas Cash Working Capital, Electric Revenues

Missouri Public Service Company

Case Nos. ER-79-60 and GR-79-61

Date: April 9, 1979

Areas: Depreciation Reserve, Cash Working Capital

Southwestern Bell Telephone Company
Case No. TR-79-213

Date: October 19, 1979

Areas: Income Taxes, Deferred Taxes

Kansas City Power & Light Company

Case Nos. ER-80-48 and ER-80-204

Date: March 11, 1980

Areas: Iatan Station Excess Capacity, Interest Synchronization, Allocations

Kansas City Power & Light Company

Case No. ER-81-42

Date: March 13, 1981

Areas: Jatan (AEC Sale), Normatization vs. Flow-Through, Allocations, Allowance for
Known and Measurable Changes

Southwestern Bell Telephone Company
Case No. TR-80-256

Date: October 23, 1980

Areas: Flow-Through vs. Normalization
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United Telephone Company of Missouri
Case No. TR-80-235

Date: December 1980

Areas: Rate of Return

Southwesten Bell Telephone Company

Case No. TR-81-08

Date: August 6, 1981

Areas: License Contract, Flow-Through vs. Normalization

Kansas City Power & Light Company

Case Nos. ER-82-66 and HR-82-67

Date: March 26, 1982

Areas: Indexing/Attrition, Normalization vs. Flow-Through, Deferred Taxes as an Offset to
Rate Base, Annualization of Amortization of Deferred Income Taxes, Cost of
Money/Rate of Return, Allocations, Fuel Inventories, Iatan AFDC Associated with

AEC Sale, Forecasted Coal and Natural Gas Prices, Allowance for Known and
Measurable Changes

Southwestern Bell Telephone Company

Case No. TR-82-199

Date: August 27, 1982

Areas: License Contract, Capitalized Property Taxes, Normalization vs. Flow-Through,
Interest Expense, Separations, Consent Decree, Capital Structure Relationship

Kansas City Power & Light Company

Case No. ER-83-49

Date: February 11, 1983

Areas: Test Year, Fuel Inventories, Other O&M Expense Adjustment, Attrition Adjustment,
Fuel Expense-Forecasted Fuel Prices, Deferred Taxes Offset to Rate Base

Schedule 1-4



CASE SUMMARY OF INVOLVEMENT
OFr
ROBERT E. SCHALLENBERG

Kansas City Power & Light Company

Case Nos. EOQ-85-185 and ER-85-128

Date: Aprl 11, 1985

Areas: Phase I - Electric Jurisdictional Allocations

Date: June 21, 1985

Areas: Phase III - Deferred Taxes Offset to Rate Base

Date: July 3, 1985

Areas: Phase IV - 47% vs. 41.5% Ownership, Phase-In, Test Year/True-Up, Decistion to
Build Wolf Creek, Non-Wolf Creek Depreciation Rates, Depreciation Reserve,
Jurisdictional Steam Allocations/Grand Avenue Station

Southwestern Bell Telephone Company

Case No. TR-83-253

Date: September 23, 1983

Areas: Cost of Divestiture Relating to AT&T Communications, Test Year, True-Up,
Management Efficiency and Economy

Generic Telecommunications - Straight Line Equal Life Group and Remaining Life Depreciation
Methods

Case No. TO-82-3

Date: December 23, 1981

Areas: Depreciation

General Telephone Company of the Midwest
Case No. TM-87-19

Date: December 17, 1986

Areas: Merger

General Telephone Company of the Midwest

Case No. TC-87-57 (TR-86-48)

Date: December 1986

Areas: Background and Overview, GTE Service Corporation, Merger Adjustment,
Adjustments to Income Statement

Southwestern Bell Telephone Company
Case No. TR-86-4
Date: 1986

No prefiled direct testimony - case settled before Staff testimony filed
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CASE SUMMARY OF INVOLVEMENT
OF
ROBERT E. SCHALLENBERG

Union Electric Company

Case No. EC-87-114

Date: April 27, 1987

Areas: Elimination of Further Company Phase-In Increases, Write-Off of Callaway I to
Company's Capital Structure.

Western Resources

Case No. GM-94-40

Date: November 1993

Areas: Jurisdictional Consequences of the Sale of Missouri Gas Properties

Kansas Power & Light Company

Case No. EM-91-213

Date: April 1991

Areas: Purchase of Kansas Gas & Electric Company

Laclede Gas Company

Case No. GR-94-220

Date: July 1994

Areas: Property Taxes, Manufactured Gas Accruals, Deregulated Cost Assignments

Union Electric Company d/b/a AmerenUE

Case No.: EC-2002-1

Date: June 24, 2002

Area: QOverview: 4 CSR 240-10.020; Alternative Regulation Plan

Aquila, Inc.

Case No. ER-2006-0436

Date: December 13, 2005
Areas: Unit Ownership Costs

Missouri Pipeline Company
Case No. GC-2006-0491
Date: September 6, 2006 (Direct): November 17, 2006 (Surrebuttal)

Areas: Affiliate Transactions, Tariff Violations and Associated Penalties; Transportation

Tariffs

While in the employ of the Kansas State Corporation Commission in 1978, Mr. Schallenberg

worked on a Gas Service Company rate case and rate cases of various electric cooperatives.
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NO. 4505
DATA INFORMATION REQUEST
Unipa Etectnc Company, d/b/a AmerenUT
EC-2002-1
REQUESTED FROM: Suedeen Kelly/Mary Hoyt

DATE REQUESTED: 5/23/02

INFORMATION REQUESTED: What Missours Public Scrvice Commission erders or decisions did Suedeen Kelly review for the
purpose of writing her rebuttal testimony? Did she review the particular order or decision in entirety?

REQUESTED BY: Steven Dottheim 573-751-7489

INFORMATION PROVIDED

Ms. Kelly reviewed the following Missouri Public Service Commission (“PSC™)
decisions:

e Inre Associated Nawral Gas Company's Tariff Revisions, 1999 Mo. PSC LEXIS
2

¢ Inre Empire District Elec. Co.'s Tariff Sheets, Case No. ER-2001-299 (Sept. 20,
2001).

o Inre Laclede Gas Co.'s Tariff Filing, Case No GT-2001-329 (Sept. 20, 2001).

s [n re Missouri Public Service, 1998 Mo. PSC LEXIS 21.

«  Petition of Southwestern Bell Telephone Co., 1997 Mo. PSC LEXIS 247.

Ms. Kelly reviewed the following court cases involving appeals of Missouri PSC
decisions: _'

¢ Barker v. Kansas City Gas Company, 163 S.W. 854 (Mo. 1914).

» Citizen’s Gas Company of Hannibal v. PSC, 8 F.2d 632 (W.D. Mo. 1925).

o State ex rel. Associated Natural Gas Co. v. PSC, 706 5. W .2d 870 (Mo. Ct. App.
1985).

o State ex rel. Campbell Iron Co. v. PSC, 296 S.W. 998 (Mo. 1927).

s State ex rel. Capital City Water Co. v. PSC, 252 S.W. 446 (Mo. 1923).

o State ex rel. Chicago, Rock Island & Pac. R.R. Co. v. PSC, 312 S.W.2d 791 (Mo.
1958).

o State ex rel. City of St. Joseph v. PSC, 30 S.W.2d 8 (Mo. 1930).

o State ex rel. City of St. Louis v. PSC, 34 8.W.2d 507 (Mo. 1930).

o State ex rel. City of West Plains v. PSC, 310 S.W.2d 925 (Mo. 1958).

o State ex rel. Electric Co. of Missouri v. Atkinson, 204 S'W.897 (Mo. 1918).

o State ex rel. Empire District Elec. v. PSC, 100 §.W.2d 509 (Mo. 1936).

e State ex rel. Harline v. PSC, 343 S.W.2d 177 (Mo..Ct. App. 1960).

o State ex rel. Hotel Continental v. Burton, 334 S.W.2d 75 (Mo. 1960).

o Stote ex rel Jackson County v. PSC, 532 S.W.2d 20 (Mo. 1975).

o State ex rel Joplin Water Works Co. v. PSC, 495 S.W.2d 443 (Mo. 1973).

s State ex rel. Laclede Gas Co. v. PSC, 535 S'W.2d 561 (Mo. Ct. App. 1976).

e State ex rel. Laclede Gas Co. v. PSC, 600 S.W.2d 222 (Mo. Ct. App. 1980).
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*» State ex rel. Marrigne) Creek Sewer Co. v. PSC, 537 S.W.2d 388 (Mo. 19706).
o State ex rei. McKittrick v. PSC, 175 S.W .2d 857 (Mo. 1943).

e State ex rel. Midwest Gas Users Ass’nv. PSC, 976 SW.2d 470 (Mo. Ct. App.
1998).

o State ex rel. Missouri Southern R.R. Co. v. PSC, 168 S.W.2d 1156 (Mo. 1914).
o State ex rel. Missouri Water Co. v. PSC, 308 S.W. 2d 704 (Mo. 1957).

o State ex rel. Pugh v. PSC, 10 S.W.2d 946 (Mo. 1928).

o State ex rel. Southwestern Bell Telephone Co. v. PSC, 262 U.S. 276, 289 (1923).

s State ex rel. Utility Consumers Council of Mo. v. PSC, 585 S W.2d 41 (Mo.
1979).

s Staie ex rel. Valley Sewage Co. v. PSC, 519 S.W.2d 845 (Mo. Ct. App. 1974).
s State ex rel. Watts Engineering Co. v. PSC, 191 S.W.2d 412 (Mo. 1917).

The attached informaticn provided to the Missouri Public Service Commission Suff in response 1o the above data
information request is accurate and complete, and containg no Material misrepresentations or omissions, based upon prescnt facts of’
which the undersigned has knowledge, information or beliel. The undersigned agrees to mmediately inform the Missouri Public
Service Commission Staff if, during the pendency of Case No. EC-2002-) before the Commission, any mauters are discovered which
would materially affect the accuracy or completeness of the atiached information,

If these data are voluminous, piease (1) idenify the relevant documents and their focation (2) make arrangements with
requestor to have documents available for inspection in the Ameren, St. Louis, Missoun office, or other location mutually agreeable.
Where identification of a decument is requested, briefly describe the document (e.g. book, leuter, memorandum, report) and state the
following information as applicable for the particular document: name, title number, autbor, date of publication and publisher,
addresses, date written, and the name and address of the person{s) having possession of the document. As used in this data request the
term “document{s)” inciudes publication of any formay, workpapers, letters. memoranda, notes, reparts, analyses, compuler analyses.
test results, studies or data, recordings, transcriptions and printed, typed or wrilten materials of every kind in your possession, custody

or control or within your knowledge. The pronoun “you™ or "your” tefers (0 AmerenUE and its employees, contractors, agents of
others employad by or acling in its behalf.

Signed by:
Date Response Received:

Prepared by:
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ORDER CANCFLLING GENERAL ORDER 38-A  (CASE NO. 10, 723)

Al
p—r

Adopted December 28, 1945.
Effective January 31 1946.
I think that it is pOSblble that thlS order
should be a General Ordar. 1t does lay out
scme procedures for ccmpauies to follow. in

'accountlng

No EVZLG.EnC:‘ OI anv SuppJ.enandry QT CanCEJ..Lln'J
prders.
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- Fllson, GL, dissenting., The general order vas directed to the gas, electric,

- relates to depreclation and ths accounting therefor by such ntilities as

__the utilitxev have their daprec1atlcn reserve funds 1nve5ted in plant, secur-

- iram gll sources for the year ended July 31, 19uk; znd provided that unless

"Ceumission on or befors October 2 194%, the utilitles rat so pleading would

HEPORT AWD ORIER

Oﬁ aAuvgust T4, 1944, this Coﬁmission issued lts General QOrder 33-4,

watér, telegriaph, telephdne and heating utilities under T jurisdiction and
prasciibed by Sections 5656 and 5580, R.5. Mfo., 1539. Vs stated in the

geﬁeral order that in our oplnion the utilities are not fully complylng with
the provisions of Sections 5655 and 568C, in that tae income Ifrom thae invest-

ments of moneys in thelr depreciatidn reserve funds pertaining to property

in E_ssouri is not be1nv cred;ted to and carried ia such funds. also, that

ities and other propertle; end are deriving income from such 1nveotmenns.
The gener&l order fequired the utilities to file with this Commission on or
hefore Octcaer 2, 194l (a2) stateaents showirz income derived from their
depreci ticn reserve funds for the year ended July 31, 19hh {b) copies of

talance sheets as of July 31, 194k, and {¢) statements showing income derived’

appropriate ﬂleadlngs showing cause to the contrary should be filed with this

ve raquired, on and after January 1, 1545, to credit thELI dEpveciation reserve

. funds pertaining to property in Missouri with the incoms derived from the

'nvest*ent of moneys in such funds, arnd io raduce thelr annual charges to

ona'atlno income for denrec1at1on by ths zmount of suck incoze. The geuneral

Vurder further provided that unless appropriale pleadings showlng czuse to ths

cdntrary should be filed with this Comsission on or befors October 2, 1944,

the utilities would de required to sot aside moneys end accrue same to théir '

dﬁ "eciatlon funds at the same annual rates &hen being used for such accruals,

either pursuant to crdérs of this Commtsslon ar by orders of their sanagazents,
and tn eontinue such ratea for accruals nnless znd until ecause should he shorn

vy other and dlfferent ratas should be used. Finally, the geperazl order
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"¥or the reason that this ia a patter of paramount importance, we deen it

Ih_zrcvd.ded that if appropriats plesciag soould be fiiad ty any publlc utility
the lssues Talsed theredy would be set -down for hearing befores thly Goamlssion
oﬁ proper notice. ‘

A copy of General Order 35-A mas served on each utl‘li ty in Ml souri

of the classificatlon affected by the order. Almost :-p,thout exception, such

ntilltles filed pleadings within the alloted tizme vhich were designed to show

-cause why the terss and provisions of Ceperal Crder 3%-4 should not be applied.

‘b‘a.nous obgections and questions were raissd in the plaadinvs, both on legal

.and- eguitable grounds. Therenfter, conferences were held betl=aen represen—

tutives of ceriain of the utilities and this Coonission axl its steff, and a
-i*eport v—as subnitied to our sta.ff"'ny a copnittee of ‘accountants representing
tho 'utﬂities.y Tollowing thils, the matters involved were consolidated into
this Case No. 10,273 and et dowvn for hz""aring at Jefferson City on Dececher 17,

1945, upon appropriate notice to all interestad parties, Such hearing ves

Gty held and at that time the cities of St, Louls and ¥anses City were granted

cantharity to intervene, AlL of the utilitles which desired to te heard In the-

uymatter were represented by officials or by counsel, At the olose of tne

raaring a1l utilities Teprasented were advised by the Commission that ualess
they é::p—ressed d4 sagreement with the evidence presentad on behalf of the

ntilitles 1t would be assumed that all adopted the evidence proffered at the

heczing. - Mozt of those present expx:esssd their concurrence and none objected.

advlgable to digcuss the issuss fully.
As 1s indicated above, the iswuance of General Order 38-A arise
put of the provisions of Sections 5556 and 5680 of sur r_:‘.ic wtility a

which relate to depreciation oznd depreciation accolinting'.! The provisionag of
Al

“tbe two sections are ldentical except that 5556 applies to gas, electric and

1/ This report, dated June 1l 1945, deals with rethods for deternlning the

. amount of 1ncm:xe frono deprecmtion funds, It _rms ‘subziltted at the
sequest of ouwr steff as 2 result of coanfe rances bat-—a an our nt,_ff m:u:L
ths utllities! aceounting coonittee,
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water utilities and S680 to telegraph end telephone uiiiitiss; such provisiong

are made mpplicable o heating ubllities by Sectinn 5634, Sectlnn 5656 is

gucisd belowm:

UThe coorission ghall have power, after hearing, t2 require
eny or all gas corporations, elecurlcal corporatisns and water
‘eorporations to carry a proper and adequate derreciation agisunt
_ in accordance rwith suech rules, regulatisns and forms of account
© pg-the commicsioe may prescribe. The comzission may, from tioe
te time, asceriain and deternine and by ardsr fix the proper and
adsquate rates of deprecintinn o9f the severzl classes of property
of such corporation, person or public utility, Zach gas corporation,
electrical corporatisn and rater corpdozation shall conforn its
‘depreciation accounts to the rates so ascertained, deternmined and
fixed, and shall set aside the mnneys so pravided for ~mut of earnings
and carry the same in a depreciation fund and expend such find only
for such purpsee:i and under such rualec an regulatiops, both as to
‘orlglnal expenditure end subsequent replaceaesnt, as the coamission
. pay prescribe. The incone from the investaents of moneys in sech
- fund shall likemise be carried in such fund,#

Tursuant to the authnrity granted by Sectlons 5656 and 5080 this_
C,Gi:..mlssion, in the past, has fi zed depr ciatian rates for aost of t'e util-
ities under its_jurisdiction; in some instances the utilitles hove provided

for depreciation basezd sn rates fized by their managements. Such rates have

‘been designed to prmrid.e depreciation ﬂthin the useful 1ife of the utility

’ prapsrty. The utllltles have uved the fonds eccurmlnted b; reassn of their

nraczaclnn Tesarve pr9v1slon" far such “urpﬁs~s as constructing of additions.

‘betterments spd extensxons of property and plang, warking capltal and invest«

ments in securitles, and ndmit that they are deriving income frna suck use

of the funds., I% is the inconme attributable to use by the utilitles 9f depre-
ciation funds that —e are here concerned with, For Sactions 5556 and 5680 -

provids that "the income from the investmenss of moneys in such fund (the

depreciation fund) shall likewise be carried in such fund,® T

Althouza the utilities strenuously dany the propositisn that thelr

cugiomers have auy interest, in law or in fact, in . depreciatinn funds, or

any other utility fupds‘br property, their vl tnesses azhee with the valldity

gf’ Since .depreciation funds ars n:t segregated froz other funds in the
accounting records of the utilities, it 1s not pnssible to trace the
particular use of all of such funds. It can be deterpined, however,
tkat such fundg, together wlth funds pracured from other sources, have
bsen used by the utilities for such nurpises as those enumerated.

. : s
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of: the principle that when an undepreciated rate base is used, & proper

credit attridvutable te the use'by'the_ﬁﬁilities of depreciation funds can
fafrly and equitably be applied for the benefit of the customers, We do
not see how this principle can be conéi&eraﬂ as other then felr and equitable.

For dEp“eclatlon is a conponent part of EStah1isan rates far service and

_the Sunds to pay for depreciaulou are currently suppliﬂd to the utllities by
thﬂir‘custonerv thrnuah th91r ratns fo* service, And wnen such funds, pEndlng
*belr use for replaceuent of COFplatelj deprnc1ated and retlred plant, are
u,ed by the utllktles for nther purposes. the custo_:xs are equit. 1y entitled,
through their rates fqr'service, ta-approPrlate credit for sush use,-gust as
B:y'investor is eﬁtifled to a rétufé;5n funds supp}iad by him to a corporéticn
fgf the corporati&nls use. Acco%déﬁgly, &e shall-require that-appfopfi;té
credit $hall be given with respect %6 thé utilitieé! use of the deprecfatinﬁ

funds, and that such credit shall take the form of a reduvction of tha uull—

itiest! ogperating expgnses, waich may in turn reduce the allorable return.

e R = B ¥R

"It is obvious, however,;;hgt 17 the utilitiesallowable raturn is

redeced by income on depreciatiod funds. the utility raﬁe'base upon which the

-allowable return 1s predicated, shnuli be an Jadepreciated rate base:. This

ig true for the reasen that fo reduce the allanable return by deducting

i,, a

daprec ciation from the rate base ani to also redace it hj income an the deprp—

Hi

013t16u funds wou_d ob*10usly canstltute dupllcatlon Whlle in the past
thi CD“ﬂi“Slon has followed the rullnss of the Courts in fixdng tke rate

basg for the utillties, which ;equiye& deduction. of deprgcgatiﬂn from the

rate base, 2nd under which the iInterest or income m2rilods of convoling

3/ General Order 38-A provided tiat such income would be applied in reduction
of annual charzes to aperating incaas fur'depréciation. fThis rould reduce
the utllities! allowable return, and the ovelall cost of service to the

cutiiitliea? cuqtﬁmer\

Ef As wos stated oy Prof., Berbert B. Dorau of Columbia University, 2 recog-
nized authority in thess matters, in his article entitled MEcononic
Ioplications of Public Utility Depreciaiion Accounting!" (see The ¥Wew York

" Certified Public Accountant, June 1944) v... It must be recognized that
Cthe 2sswls reflocted Ly t.h..‘ ‘deprecilatiou reserve balauces avrise froo pay-—
ments made by customers in order to meet a fuinre liability, and that the
custoner 1s entitled to a return or compensatian for the use of such funds
. by the corpany according to the character and exteant of their employment

&8 earnings anssets until they are used up in extinguishing the llmbilitj
reflected by the reserve,..!
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"-called "origina.l aon rate base, appropriately modified, sdequately anpswers

“smewtyin this rate base may e pode when justified by ‘the facts.

b 5_’ yederal power Comcission v, Natural Gas Pipe Lime Co., 315 U.5. 575, - -

depreciztion provisions in detersination of the adlowe:la return could not

: equifably be applied wa in’cer'p:‘ef the recent decisisns of the Unlted States

Sunrena Gou_rt :Ln the Hatu.‘:al Gac Pipe Line Co. gase and tne Hope Katural Gas
Co. case as no longer ree_u.lrmg adherence to the former rules.

Thig Connisslon far somez timz has been concermed with the lonz

-delayg and cuzbersome procesdure inherent in the determination of costs of
} . p .

fepr_odnction of utility properties and the ecxdsting depreciation in utility
.-pi'opertiss, mé has been deslirous of a2dop ting a rate nzking formila which

vdll be siople, expeditious and effective. We are co—m.ncod. that the so-

--:l:l:case rﬂquir‘nents as to the utility rate ’oasé. Acco_rdingly, it will ve the
-pol:r.cy of t.a:.s CO:::n:.slen. in the futu:re Phene ver pc:sslble and verranted by

‘t.n.e fa.cn..,, 9 fix the utility rate bsse upce rhich the dlo*-n'ble s~turn is

""preﬂlczltea bnaged on the mdepreciated -_orlginal cnast of the ‘u'cili’cy'proparty

el nnd wsefvl in the mublic service, io vhich nill be added aaterizls and _

-~supplies ané & reasopadle allowonce for cash wirking cap‘ ital, Other-adjusi-

-iiﬁth-su::h 2 rate ddse, Uincome fron the im:est:cnt of moneys in depreciatiem

"“unﬂ:-“ pay be apnrmriately rec')gnlzem

Ihn q“eatlﬂn presents l‘l’.BBL a2s to wmather the 2tillitles shall be

- required to currently record in thelr books of accownt, as a reductisn of

~

- 62 5. Ct. 736, Federal Power Comalssion et, al. v, Hc-oa Natural Cas
Co., 320 T. s. 591, &4 5. ct. 281,

6/ Tue Toriginal cost? rate base is socetimew referreld to as Sprudent

- inveatment,? and pay ke modified when appropriate to reflect other
2llomable costs, The basic foundation, subject to appropriate nolifi-
cation, is th2 actual legitinate, cost of the utiliiy property at the
‘time of its costructios oad ded:.cg.tz.m 2 the public service. o
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validity_thereof. . o .

théir annual chargee o Opefating income for depreciation, the income
atfributable to thei£ vse of dépreciati;n funds. Cince this igha rate
paking matter, adaptéd for the primary purrose of preserving ?he principles
‘of equlty as between t.her custozers of the utilities and the utilities, we
see no Trsashn for-s;ch a requirsnent, Eoawever, we shall reguire, in oféer
'tbap we may be currently informed and in a positioﬁ_to take such actian éé
may bé necessary, fhit the utilitles shall inzlude in fhcir annual reports,
and ;n such other reports that nay he rEqﬁired by thls Coazmission from tizme
to tize, schedules in'suﬁh form 2s Qe shall prbscribe ghowinz the income f;on
the inve;tnéﬁt of noneys in dépreciatien funds, h

' perhapé ﬁhs_most difficﬁlt quesﬁion fdr deciaioﬁlin fhiﬁ ;atter is

the question of how the income from the investoent of coneys in depreciation

furds shall be deternined. fIhis question divides itself into two parts, (1)

ascertainment of the principal amunt of depreciation funds; and (2) having

A'ascertaingd suﬁhrprincipnl annunt, methads far dcternizing the {incame atirihe

utable to the ascertained principal amount of tke funds=‘
43 to the first part of this questioi, :* is o%visus that the
p incipal amounts of dePreciatich funis are exﬁctly represented by the hhlances

in the utll*tlas‘ depreclation reserves, vhich are usually prﬁvided fran

. operating incone, HOwevar, the evidznce qhors th= t, in some instances, depre-~

eisation reserves have bees provided, in pary, not from operating incoms, hut
by apprgprlatzons from utility surplus, or oibsrvice thn fraz nperating
incane.. It is oyvious, that In such instance s, depreciaﬁion funds have beeﬁ
prqvi@ed by the utilitiés ;Rebselves, and nat By their customers, and,

accordingly, tbat in ésuartalning the principzl amount »f depreciation funis

subject to such income credit that we may inpose, tiat total depi: s Tatiag
reserve balences ghould Te adiusied by any portians thersof go provided e

will peralt such a@juétmsnts bul ghall require convineing prosf as to the

There 1s consgiderable evidence in the recori relating to nethods

for determining the income attributable to the ascertzined principal amount

B
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tized vp una.ll pay therefor,

of deprzciation funds. Ve do not deen it necessary t-s- Tevier 211 of such
eviglen;ce, but do considler it aévisa'éle to set forik the fundamenta) econsid-
erations which have fnrmad :@:he bases Ior our canclusiops, iz;cluding a ‘Brief
-d.is;:ussion of tﬁe 'n;t'ure of depreciation funds and thke rclationship of the
'ugﬂiti-es and the utllitiss! custogers to such funds. At the outsat 1t

should be stated th=t we are noj dealins with the problea of determining

accrued depreciation frog the standpoint of the utility rate tzse, but rather

the puestion of 2n appropriate eredit chieh may b2 equitably applied for the.

" benefit of the customers as representing incoma applicatle to depreclatisn

_ftmfl_s.
- Depreciation, of ecaurse, represents the consuzptian in service of
the uyility property and is a part of the cost of the scrrvices rendered.

Accordingly, the rates for service are designed to xnclm.e 2 cooponsent far

-depreciation, in addition t5 all other costs of service, and 2 fair resturn

-Agpan the investment. It ls an oblizmtinn of the customer to pay in his rates

“for the eost of the service, iucludirg the cost of depreciation, just as it is

“ran-ubIigation of the utility to-render the servica at coast, plizs a fair return

“mper the invesiment. Cwme of the aajectives c‘f epraciation accountine is to
J P g

rpro—:'.de a reagonable methkad for c.‘:e.rgx.n._ c.xrrantly to incoae the cost of deprc-

l.iE.ti'Jn, in sach orderly manner that thoss in mhase service ﬂze prope rty le

DePrec1at10n accounting results 3u the accummlation of D’Jney=‘ by the
ut‘:l.l:ity, nhich are ghanonly referred to as "depreciztion funds?, or Zdepre-
ciatian Tesarve fL.nd.s" Acmn:ulated 5=nreci=tl;m funds cazm;ot be vrgtﬁ:u.'r‘zhle-ﬁ.
to the :ane‘stor" of thB capital tut Just be retained by the utilitia_s 572 tb..;t
when utllity plant vears Juid in sarvice, funcis shall be availadle .ta _p:'qridﬂ
;nfew, Zacllitles ’in replace-:,er.xt ~of the wirn out plant. Ac_mrf.i..-n.:—:ly, depre-

ciztiom funds are in the nature of trust funds, maintained for and dedicated

Ta %he replacemsat of worn out plent. The Gtilitles ars the custodians of

. the funds and are responsidle for them to the end thot funds shall be a.va'il-.

anle as regulred to rzploace warn m_.. ul_'mL ani a ¢ atinulty of serr‘ce s‘nd.ll

te waiptained, And chen, pendinzg the use of depreciation funds for the

n ' : Schedule 3-8
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‘malated depreciation funis for construction of property and that the util-

L

replacemeht of worn out plant, the utilitles use the funda for other purposss,

they are, in practical efiect, borrowing froo the fuls. As we I~vc nreviously

.sfated, the utilities, from tlms to time, use the furnds far ruch pruposes
as working capital, construction of property or investments in securlties,

and adsit that they eamn income from such uwse of the funds, The questicon

before us 1s the rate of interest that the utilities shall be required to
pay for such use of the funds,

%e are arare that, to the extent possible, the utilities use aceu-

"ities earn income frox suck property. However, it nust be borne in nind .

trat such property delongs £ the utilities and that they (the utilities)

‘are charzed with the responsibility to maintain and operate the property in

the public interest to the same oxtent and in the same manner as they are
raqgired to meintain and operate propertx_acquired or cgnstruqtei from funds
garived fra investars. The utilities masume all of the hazards and risks

. » o . -
zgsociated with the ownerskip, monegement and nperatisn nf such property,
?ﬁciuﬂing a;y iéSSes or raductions of éarnings bel-s + fair or CT'?Q%satory

return, vhereas the customers ‘assume no responzi>iliti<s nr ricks whatever
| ] _ | *

nitﬁ respect to the property. .and the uiilitles are justly entitled to

© .receiv2 proper cowmpensation for assuming those responsitviiiiies and risks,

Té-dep;ive the wtilities of the full amowmt of the income fron such property,

as interest on depréﬁiation funds, rould he grossly unfelr, and would e
equivalent to confiscating the property Ior the exclusive benefit of the
customers, and ai the same time requiring the utiliti=s t2 gratuitisusly

operate the property and assume 21l of the risks as &2 the property and its

operatinn. Hovever, the customers are entitled to 'share in such income at
leagt tn the eXtent af the value of depreciatisn funds, Just as any lender
of funds is paid fram the income of a corporation for the vnlué 2f his funis.

Tusre 1s considerable testimony in the record as to the proper rate

'.qf_interest which should bYe spplied wlth respsct to the utilities! use »f

_depreciation funds, Witnesses for the utilities assert that when the funds
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- depen denu on the elexzent of rzst, and maintain that there is less rlsL

-2gsocizted with ﬁenreciatlnn funds than =ith any clags af utvllty capital

-.ciation funds rank ahncad of bonds »r other ohlizatiosng; and as 7 principal,

that the amounts of depreeiztim funds to vwhich int-i~st rates wr-7d he

are sudject to little, if any, risk, The ritnesses further conterd that, as

Tiey point to the recent var periad, when restrictisns on aaterials needed

ere used for const*uctlon of additional propérty, the i-tstest rate should
nﬁt.exceed, or shouwld be less than ;he rnte the'utilities would T ;:quirEd

to pay if the funds were borrowed on long~tern funded pbligatiﬁns. such ag
first osrigaze bonds., These ritnesses intracduced evidence showing thas, for
sone tine in the past, utility donde wersz markated at approximately 3 percent
per annug, and that recently two of osur larger Hiséouri utilitles sold their
honds {or dedsntures) at an apprexinate yield of 2 3/% percent. The witnesses

point out that the cost of money and the worth or value of nmoney are l_rgelf

-even Tirst nmorizaze bonds. In support of their p051tion, the witnesses

_point out that the income atiridutadle to the use of depreciation funds rould

be anvliéd far thz benefit of customers in reductison of the utilitiag!?

--u110vab19 return prior t9 and -ithout rez rd t2 the paynent of interest on

bonds ar n*her nblibatzons, and, thus, that &s to safety of incane, depre~ ' _ '

‘zpplied are completely within the jurisdiction of thie Cormission, and thus

a matter of faimmess, and bearing in nind that interest 23 deprecistion funds

5411 be mpplied in reduction of the utilitics! allomsble return, the ﬁtilities,

—~—

in any eveni, should not be required to p2y wore for depreciation funds, vhen

~used by then for comstruction of additiornal property, then they would be

required to pay out of their allomnble return Tor funds they could borrow
cn long~tera funded obligation,
Qther witnesses referred to the fact that at times the utilities

are wnable to use depreclation fundc for comstruction of addltional property.
for ths var effort so curtailed cansiructiosn that cany utilities could not

use depreciation funds for property additions and extensions, and that as a

result, deprecilation funds re—alned idle or were invested in short-term
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- governzent securitles, yieidizz in zany instances lesg —han 1

arcent gar

s

o3

‘anpuz. It was staied that sinmllar copditions have occurred during periads of

hizh prices or industrial depressicn. The witnessze further stat-’ that
even in normal times accunulated depreciation funds cannot al-nys b2 imned-

iz%ely ussd for property additicns, reswliting in a lag betveén the tipe the

~funds hecome avoilable and the tine they zzy be go used, during vhich periaods
. 7 o ¥ b3 P

the funds are idle ~nd earn no inconc. The witnessss urged that these condi-
tions be taken iato account in fixing the intercst rnte for depreciztion funds,

Other wltinesses for tha utillties expressed the view that an appro;

- prlate interest rate for depreciation funds should not excead ‘the interest

Tates oo governcent securities, w;ich fhaf stated range fron-less than 1% to
approximately 2% per —— They pointed to the trust chéraéter of depreci-
étiﬁn fundés, and asserted that the interest rate for governmeht_securitiés
mist ne@rly reflects the wbrfh of trust funds and the risks assoclated with
trust funds; | |

An Exhinit <hich =as sudbmitted in evidence tns show ylelds on a

-ropresentative list of high grede bonds included only two Missourd utility

copanies. One of these was earpinz a yield to maturity of'j.hE%_ the other
~=s ezyning 2.63%., The Camnlssion is arare that only tws MiéSﬂu?i utilities

—

have Paods cutstanding which bear a coupan Tale of less than 3%. Other
uti}ity bonds vhich have been 1ssued in ¥isgouri have cov_.n rates in excess
of 3%. In some cases the rate is considerably in excess of 3%,

Y2 heve ziven careful considera;i:ﬁ to ali i ;he evidence intro-

¢oced in this proceeding, and 2lso t2 the principles above discussed relating

" to the nature of depreciation funds. )There can be no doubt that when the

utilities use depreciztisn fonds for comstruetion of property (vhich, as we

- hawe before indicated, represents the predoninant use of the fundg) tﬁe util-

lties are entitled to just co-mensation f£or discharging their sblisations to

nanaze and cperate such property in the pudblic interest, and for 2ssuninz the
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;funds by the utilitiés consisfent with the worth or value of the funds,

1/ . : .

"riﬂks-assnciated with euch property, and that to deprive the wtilities oI =2

dispraportiorata rhare of the permlssxble inbo o 15) fru1 such property, as

income on depreciation funda, would be unfalr to the utllltieS. On the other

hand, the customers of the utilities, who supply depreciation funds, are enti-

_ fled to receive adequats and just recognitibn with rQSpect to the usez of the

fho fixipg of an interest rete for depreciation funds is an inte-
. ) r

" gral part of the rote making proceus in public utility regulation, since

_thé interest credit praduced thereby directly affects the utilities"allow—

;-

-2ble raturn and the rates charﬁed to the public for utility service, The

:uhlic Service Coanissinn Act (Chadter 35, R.S. Pa. 1939) estahlishes the

-'policies of thls State in connaction with public utzlity regulatlon, and vhile

these policies are necessarily set forth 1o the act in broad outline section

h579 of the nct vests this Gnnﬂgsslan Tith “all pOwers necsgsary Or proper

‘+c emadle it to carry ‘aut fully end eflectually all of the purpdses (of the

.gat},e Anﬂ'nna nf thc.prinnty'pujpﬁhes of our Fublic servica Comglssion Act

is Jjust aﬁd reaszonable rates and charges for utility sérvice. 7' ) A
Accordingly, we belleve that the fixing of the interest rate for

dspreciztlien funds is a function of the regulntory anthority, and thet under

tho general'powers delegated to us we are authorized tb fix the interest rate

for depreciation funds to the end that the rates charged in this State for
pub;ic utility se;&icé shall be just_and reasonzble, énd.the policies esieb-
lished by the legiceleturc shz1l he fully and efféc%ually'carrieﬁ out, Mo;e_
over, Seﬁtions 5656 and 5630 of.the act authorize this Ccmmisaion, in c¢onnec-
tion with depreciation funds, to prescride, iun its deseretinn! rules and
zagﬁlations "both q% to orizinal expendliure znd s :zequent reﬁlacensnt" of

urthar wwowi de, fthhe inco

provide ome from investuents of moneys in sach

fund shall likewise be carrled in such fund.® We belleve that such authority

Zj' As weg cetzted in the Repart tn the Baard of Pubhlin Utility Comnmisnionars
of New Jersey on the Rate Adjustment Plan for New Jersey Power & Light
Corpany (see Page 66) "Tue utility is entitled to compensation for.
managenent of the investment and for perfocmance 2f the rlsk taking
functlon., Unless the enterprise is reasonably coopensated, manzgenent
night be expscted in the absence of resulatory restraint, to reduce
the rink and responsibllity by investnent {of daspreciation funds) in
governcent bonds, or other relativaly risk-free sacuritlag,tf
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" - neces s:xrlly includes the autboxity to nrescr1oe rules zznd regul:ltlrm.s 23 in

the amsuntsz to be credited for the uss cf such_funds,

Upon consideration of all of the evidence in this matter, aand

‘based upon our mtlnate knowledge of the rmeratlans and finances of the

wtilities vader our jurisc‘_iction, end taking into considemtion the fact
tha‘L the utilities at tlnmes, varylag with economic condition;, are not able
to invest d.epucu.tx@n reserve funds in income producin assets, wo are of

the opinionn that an a.ppropria.te' interest rate for use in deterninirg the

income froom the investment of moneys in depreciation funds to be a.pleied

‘e.lectr-ic, water, telegraph, telephone, and heating utilities wnder our

in the rate making prace$s in reduction of the uti‘itiesf allowable return
is 3% per annuz, We are a.lso of the opininn, s_inc?e ‘the eircuastances

surraund;i.ng tha use of depreclation funds a_.fe ganer:élll,;/- the sage a..s' to all
utilities, that such rate should be applied in the-c-?:e‘ of pll of *he g?zs,

Jarisdiction. THowever, if it should appear to the Comaission or if any

S -mtility. shall prove that due to unusual or extrasrdinary ciyeumstances, such

—=rate is not f2irly uznd equitably é.pplicable to it, such rate may bte modified

"uccord..ng to the circuzstances of the paruc.l \I case,

In conclusion wa ara of the oplalen that the rateaa!dn'—'r practices

and pol:.c:.es established. in this crder ars an i:p:rr.utt sten in prono ting

-efficient pu'bllc utility regulatlon in this Staue. This is partlculnrly

true in comnsction with ocur ann.ounced policy relating to the establichment
of the utility rate base in fuburs praceedings. For a rate base predicated.

oa srlginal cost can be lixed with & mlni ur of delay, and osrigineal cost

- haring once 'neen e.stahlished, can be brought up to date on short notice,

e X

i

Horaover, and of equal inporiance, is the fact that origln“l cost avoids

i85 inTlationary effects of reproduc in the sstiablisument of the
rate base. Alsa, the consideration of income from the investmen® ~f noneys
in depreciztion reserve funds in the fixing of rateg is in the direciinn of )

reducing the overall cost of service,

b
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Tl mTO aiso of the opinion that these practic:s and policies wiil
be of advantage to the utilitiass: Thei£ rate ba;e will be stadle, and they
w111 be able to determnine at all tinéé with reasonable exactitude thetr posi-
tinn ag to al‘n:ﬂb1e incone, and tﬁus be in a position to plun pore intelll-

gently for the future. In addition, the publlc utility industry requires

" large omounts of capital whlch rmust be secured on the open market in compe-

t1tion vith other industries. And with a stabilized rate structure, capital
requirenments can be more effectively fintnced,
| Lécordlﬁgly, 1t is

ORhERED. 1. fhat General Order 38-A, ilssusd by thzs Commigsion

on Augu“t 1k, l9hh be and is hereny cancslled, set aside and for naught

‘held. : : E - ' -
QRIERED: 2, That in the procéss of determining the reasorableness

‘oL rates for sarvice, lncome shalil de detetnined on the ‘"*reclatlon funds

©of the gas, electric, water, telegraph, telerhone and heating wtilities

ining to their propertles used and useful Ln the pudilc serviee ina

--Misgouri, and sh2ll be applied in reduction.of the annual charges to opera-—

*nz lncome of such utilitiss,

ORDERZD: 3, Toay tke income from the investment of ooneys in
d&n*e"lation funds shall be comput=d at the rate of 3 parce1t per annua of

“the principal amsunt of such:depraczatlon funds.

ORDERED: L, That the principal azsunt of depreciation funds of

any such u%ility, for the purposes of this order, sbkall be deemed to be

equivalent to the balance in the depreciztion reserve account of any such

utility regardless of vhethr . 2r not any such dspreciation reserve acc-ouat

ey be represented By a segregated fund earmarked for such purparse; pravided,

hoéﬁver, that the principal smount of such depreciation funds may be adjusted

by tas portion 2r portions thereof vhich may have been providad ynder cir-

cumstances other than by charges tn operating incoma, or ~therwlse, anch

-atjustnents to be subject to the appraval of thils Comzlsslon, fThe terms

"Pdepreciation funds? and Udepreciatlon resarve aceoints® shall be deemed to
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‘include the {2rms ¥retirement funds’ and "retirement reserve accounts.!

ORDERED: 5, That the rats of 3 percent per annum referred to in
_Ordére'd: 3 above shall be appliedl._i;ﬁ the case of each gas, electric, :-:ater,-.
uelefraph telepﬁone and heafing-ufility ofbthe State of Misséuri provided,
howe'.rer, that modification A€ su.c"‘ ra.te ma2y be ma.de ‘upon the Co:missioufs '
own motina o upon proper sho"-lng by a utility that such rate is not reason-
ably and equi tably applica‘ale tn i:._t;

7 ORIERED: 6. That such Vu:tili tles shall prepare 2nd include in
tneir annmual reports to thls Conmi 5 sxon conmencing with their annual reparué
for the year 191L5, and in such otn‘er ;‘eports that may be required by this
ccmai.,sian from time to tire, schedules shonng for tke year or period
corvered by sw:h reports, the ‘incone froa the investucnt of z;oneys in depre

“etation funds". The sehedules‘ rafex"red.‘ "t-c: shall be in.tl.le fora p*‘éscribed '
by this Cormmi ssion end shall Llrclude, aaong, other things that may be pre-
-scrited (1) the prizncipal anount qf dop: Lc-atlon funds as represewted by

h:.l:::;ces 1 dcprociation ‘cse;-u ceotnts; {(2) any adjustments oL such depre-
i
wiatlion Il.m(ls and accaunts mth c::zplete detaills and expla.natlons therenf;
and {3) the amount of the iscone from the invesiment of monays in depreci-
tion funds computed at the rate of 3 pei'cént pET annul, 01; such other rate
‘as Ay b; freacrihed by order of this Comaission,
- _ Oﬂm: 7. That the Commission shall retain jurisdiction of tl.xls
proceeding for the purpo-se of making ;m'y ckange Jr changes in tha. interest
Tats prnscrihei in paragraph nordered: 3" herenf that may be v:ﬂr.rant;d.
ORDZRED: 8, That this arder shall take effect on and after
gz,ﬁ--—-—-:y 31, 1956, and that the Secretary of this Comnissisn shall forthwith
gerve a copy of ‘t}:'lis order on a-..ll pa:z't_:les interested hé'rein, end that sald”
‘ihtsfeéted pa.rtfl(e's Tte rEqﬁiréd to notﬁ‘y the Comuiizion on or befors January

[
_Lgh-b in the menner rE:qu:.red by Sectior 5601 R.8. Mo, 1935, whether the

tormy ﬂ" thie ordex— are accepted and w:.l]. be oveyed,

‘ . , cou« ISS oy .
Oburx, Ch... ‘*iliiams-, Henson 2nd é . ?%.a,wj/
MeClintock, CC., concur. , “Llw
“llson, .C., diasents in neparats . S“(‘R-“"’\RY
opinion. ! ' )
Dated at Jefferann Clty, Missourl, - : Schedule 3-15




‘509 l.c. 511, Judge ?rank speaklng for the Court said:

. Electric Company of Missouri testifying upon behalf of the utilities that the Goti-

_depreclation funds in determining rhat is a fair rate =nd vhat is a frir rate base.

. DIS S=ENTING OPINION OF COJ“ISSIO.J- WILECH

I am unable to concur in this ordef. 1 am stlll of the opinion which I
- H .

expresséd.on July 17, l9h4 ;t théhtime of the lssuance of General Order No, 38,
and On August 1Y%, 1944 at ths time of the  ssuance of Geeral Order No. 38-4 that
there i; nothing in the language of the statute -~ Sectlons 5656 and 5680, 3.5, Ho.
1539 - éither express or implied, or elsew;eré in the iasw which authorizes the

makirng of such an order.

Under these sections this Comaission does ndt have power to fix tnme rate

for earnings upon the depreciation account. In the csse of State ex rel, Ezpire

4

District Electric company . Publ‘ Service Cammission, 339 Me. 11B&, 100 sSW (2d)}

MThe power of the commlsszon to make orders. rela.tlvc to

the deprecilation ressrve of the company is conferred by

statute. We must therefore look to the statute to de- - .
- termine vhsther the cozmission had authority to make the ' :

order in.question, It has been well said that, ivhen a

particular power is exercised by the connission, or is

clained for it, that power chould have its basis in the

languaze of the statute, or should e necersarily implied

therefronm.! Feople ex rel, Failways Co, v. Public Service : - :
Commission, 223 N.Y. 373, li$ K.Z. 8Ug, 8L9y; Havre De :
Grace & Perryville Brldre Co, V. L0"°rs, 132 K&, 16, 103 i

4, 319. Turning %0 the statute, Te find that it .-ves the

comnission power, after hemrlna, to make an order requiring

the company to carry a dBpchiathn reserve account in an

snount fized by the comnission, subjsct &9 the rogulatory

conirol of the coamission,t :

At the hearing 1t wasg given as zn opinion by the Pfesiaent of the Union
nigslion doces not havs the power to-fix a rate for earnings upon the depreciaton
pccount un&er the langurge of tha 1§st sen£enca.contaiped in said Sectlons 5556 and
5680, i.e., Mhe income froa investnents of maﬁeys in such fund shall likewise be-
carrled in such fund." Thls mitness stated that it vas hig opinion th2t that.
1znguagaAappliad to the sinldng-fund method father than thelstraight-line method of
pro;iding for depreciation., The witness siat2d that it was hig opinion that the _

Commission had the pover to Tix a rate for ths earnings on the investmant af

I agree mith the oninion of this witness that this language does not apply to the
straight-line nmethod »2f providing for depreciation and believe thst this language
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in the vtatute isg probably explalnable by the fact that the Public Service COm-
m1551on was originally considered to have Jurlsdlction over mun1c1nally-owned
utilities the depreciation requirements ‘of which are generally provided for under
the term; of the mortgages in the fd;m'of a sinkiné—fund .

| 1 cannot agree, hOnever, that ou_ geraxal rate makiﬁg power§ glve.us the
rlght to fix a rate for the earnings unon the depreciatlon acc0Lnu aleicable to
2ll electric, gas, water, steam-heating, telegraph and telechona utilltles operatinf'
under the Jurisd¢cton of this COmmstion alike when 004d¢tzons and cﬂ-g"mstarces re—
lating to the investment of_d8pr8C1at10n-accounts vary wzth the -ﬂvaral utllitieS,
‘That there arz various circumstances was reéognized by counsel conductzng the bear-
ing on behalf of the utilities at the out—et of the hearlnr and is recognized by
tke Report and Order iiself in prov1d1n? in ORDERED: 5. that "modlfxcntIOn of

auch rate m2y be mads upen the Commission!s owmn motiom or upon proper showlng by

_su”h utllity that such rate is not reasonanly and aquitably applicable to it.®* It

is my helief that even if the Commigsion had pawer to make a general_order upon
this éﬁbjgct; and if the.mattéf were a proper subject for a general order; which I
&0 vot think it i;,‘:he evidence is not sufficiené upon which to base such a
geaaral order as the Comfisson does not have pefore it émp;e'evidenCG t;uching the
cirqumﬁtances relating to the va;fdus'utilities, apd the rat; 50 fiied cén be

nothing more than a guess znd it is conceivable that it may result that there ars

2s many exceptions as there are utilities vhich may core within the provisions of

the (rder,

Tha gtatute reads in part as follews:

WThe commission may, from time to'time, ascertzin and
deternine and by order fix the preper and adequate Tates
of dePreciation of the ﬂevaral classes of proparty of

A

T4 is to ba noted that the singular nuoaber is used - “corporation, person or public

utility" not corpoyations, personsz and public utilities. Also, the s‘atute reads

furiher:

"Each gas ccrporation electrical corporatica and wmter
~corporation chall conform its depraciation accounts ta

the rites gso ascertained, determined and flzed, and shall

set aside the moneys so prpvided for out of earnlngs and

Schedule 3-17




- dgpreclation account is not invested and there ar

.carry the same in a depfeciation fund and experd such

" fund only for such purposes and under such rules and
both as to original ezpenditure and sud-

regulations,
sequent replacement, as the cemmission

~

may prescribe.t .

In Section 5680 relating to telegreph and telephone corporations the

lensusge used is as follows:

"Phe commission, may, from times to time,

ascertain and

" determine end by order fix the proper end adequats fates

of depreciation of the ssveral classes
. such public utiligy,™

of property of

WWach telegraph corporation and telephone corporation'
shall conform its depreciation accounts to the rates so

ascertained, determined and fixed, and
the poney . . Y

Section 5633 relating to common carrier

"The commission may, from time to time,

shall set aside

s provides in part as follows:

ascertain and

determine and by order fix the proper and adequate rates

of depreciation of the several classes

‘such corporation, person or public utility,

-of property of
Fach rail-

, Teed corprration, street rvailroad enrporation “and common

carrier shall conform its depreciaticn
rates so ascertained,, , ."

accaunts to the

I believe this statute contemplates that depreciation regquirements shall be fixed

by the Commission for each utility singly and not collectively.

that thls matter is not a proper subject for a ge

Jurisdiction of the Commission over the depreciat

It is my opinion
neral order, but that the

ion reserve of the sgvoral

coupanles should be exercised in individusl cases, and I do not consider this im—

posoidle or impracticable, but rather a prodlea t
adequate steff and diligent effort,
The Qrder is further objectionable for

Commission has power %o require thsz investment of
P q
a1

three per cent 1s confiscatory and for that reaso

“Section 5638 R.S. Mo. 1939 is identical

hat can bhe accomplished with an

the Teasson thzt 14 assumss that the

the depreciatlion account, If the’

A o e d vy se - 5
S o ~atnir [ t:"c uhC fl"" Gf

n unlavful.:

with Seetions 5656 and 5630

except that it applies te railroad cerporations,

street railrozd corpor

atlons and

conmon carriers.

This Order i

“not oade anplxczble ‘to rallroad corporations,

‘vs avd couman carclers Jud far that reason is discrimimatary,

Underscor:ng by writer;

street
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After careful conslderation, it is my opinlon that the Order is unlne{yl

and é;ceéds the powers of the Commission,
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BEFQRE THE PUBLIC SERVICE CCGLLTSSION
OF THF STATE OF HISSOURI

" CASE NO. 10,723

TN THE MATTFR OF GENERIL OBDER MO. 38-4 - - E

No. 10,511 Alma Telephcns Com NANY ﬁlbany
Telephone Cemnany, Auxvasse Telenhone
“-Comneny, bva Televnhcne Comnany, Bleckwater-irrew
Rock Telerhone Company, Bland Teleohene Ccmpany,
_Bollvsr Teleohone Company, Boswcrth Televhene
-Company, Becurbon Telephone Company, Brznson
‘Telephone Coempeny, Brasheer, Hurdland & Noveltly

. _Telephone Compsny, Dorsey Telephone Ccmpany, .

. a~,nWBncklin & Ethel Telephone Company, Buffalo T
I “Telephone Ccmpany, Inlend Telephone Exch nge, =~
B " :Cassvllle Telephcne Comnany,-Conccrdia Telephone-

Compzny, Crane Telephcne Company, Creighton
JTelephone Company, DeSoto Telephone Exchenge,
. "Iriangle Telephcne Exchsngs, .Doniphzn Tele- .
-~nhone Ccmo’ny, Durhzm & Lajwood Telenhone Comoeny,
‘ﬁEl Dorado Springs Telenhene Compsny, Ellington "
Iolephone Cempany, Jones Telepnone Ccmoany, -
- Plessanton Telephone Cempeny, Galt 1e1ennﬁnn_
Company, The Inter-County Telephone’ Comnzny, -
"Clearfcrk Telephone Ccrvcny, Mid-Iissouri Tele—v L
~phone "Cemmeny, Grent 'City Telephrne Corvorstion, s
- Golden City Ta2lenhene Ceapany, D, C, Myers , : '
"Ielephcne Ccrnan;, Greenfield Telenhcne Cor 0any,
.. Hale Telephone Comneny, Cess County .Telephone
ACCmsany, Citizens Telephene Compeny, Hume & - . N
- Metz Telephone Compneny, Fuatsville Teleohone . ’
" Company, Ironton-Arecadia Telephone Cempsny, e
Laredc Telephone Comvany, LaBelle Teleohone
Comnany, Laclede Televhcne Exchange, LaPlata :
"Telenhﬂne Comvany, Leonard Telechone Exchange, .
West Lawn Telephone Cemnsnyy Liberal Mutual
. Telephone Compeny, Modison Telechone Exchange,
Uansfield Telephena Company, ¥ebster County o
Teleohone Comozny, Martinsburg Teleohone Exchenee,
Jhe Hanzmo Telephone Ccmpzny, Mendon-Sumner |
‘Telephone Compsny, ¥West Missouri Telenhone Ser~
vice, Farmers Telephone Ccmpany of Sullivan County,
Hiller Community Telephcne Comcany, lMckane Tele-
rhone Cowpsny, Newark Teleohcne Compsany,. }en
Londoz Telephone Ccmpeny, Oregon Farmers llutunal -
Telephone Comoany, QOsage .;1ley Teleghene Coarany,
Christian County Telephecne Ccmarany, Nerthside -
Telephone Ccanany, Heme Telephone Ceomneny of
Perry, Clintcn County Telenhcne Ccmnzny, Hiddle
Statas Utilities Compeny, Potesi Telephons Com-
pany, Richards Telephone Exchange, Rich Hill '
Tuleahone Exchengey Rosebud Telenh" @ Company,
Ozark Céntrzl Telephones Coms Eny, Si, Jzmes
_Telephone Ccmnany, Salishury Home Tol evohone
Compsny, Andrew County MNutuaX Telenhonz Compeny,
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. Seneca Telephone Combany, Consolidated Telephone
Company, Steffenville Telephcne-bExchange,
Tidellty Telephone Company; hitchison County
Telephone Company, Carter County Televnhone
" Company, Vandalla Union Teleshone Company, Cpntral
Miasourl Telephcne Company, Wentworth Telephene
Company, Linceln Telephone Companj, ¥heatland ' '

Telephone Company.

Wo. 10 515
No. 10,516

. Mo. 10, 517
No. 10, 518
No. 10, 519
o 10 520
No.- 10 521

o 1“10 10 522

NHo. 1o, 5273
No. 10,524
-No.'10 525
No. 10, 526
No.'lo 527
<No. 10 528
Mo.: 1G ,52¢
Vc.‘lo 530
TNa. 10,511
Ne. 10,5
Nc- io, 533

To. 10,9534

e 10, S?“

Ne. 10 536
1o, 10 53?
‘Ho. 10 53F
TNo.: 10 539

- Ne. 10,540

. No. 10,521
Ho. 10,542

N0, 10,543

No. 10,544
_Ko. 10 54.5
“Noa T0, 546
" Nai 10 547

_.Ho.. 10,543

“Ko. 10,94
Ao 10,559

- 'No. 10,551 ¢
Ve, 10,552

To. 10‘&;553
'HC. l{) jj‘a-
Mo, 10,,55
Ne, 10, 55&
“Ho, 10 '55'7
"No. 10, 958

No. 10,560

Carl Juncticn Gas Coaoany.

Central VWest Utility Ccmoany. :
The Empire District Electric Conpany,
The Gas Service Company. '

The Kansas City Gas Company.

Kanszs CGas and Electric Comnanry.
Laclede Pover & Light .Company.
Misscurli Teleohcne Company and Crzne

Telephcne Conceny.

Zlsszourl Utllitiss_Company.

Joplin %Water Works Ccmrany..

St. Joseph Watsr Company. . T
Gasconade Power Ccmpany. R Ll s
Hissouri Power & Lignt Company. .. - B
Capital City Water Company. T . R
The Laclede Gas Lieght Ceapany. SR

‘Kansas City Power & light Comtany, . T
Andrew County Futual. Telephone ConUany.f

2 Clinton Ccunty Telephcne Company. - e
H#idale States Utilltlss CCﬂnany of R T
tisscurl. .

City ILipeht & Tra ction Comnﬂny.

Citizens Gas Company of Panni

East iisscuri Power Compdny.

Hisscuri Eéison Cecumany. . -

Sedalia ¥ater Ccmpany. I B LT
St. Josegh Light & Pownr _w' R -
Company * ' S

‘Soringfield Clty Water COﬂDaﬂj.“

St. Louis County Ces. chna Ve
Unicn Electrie Company . of idssouri,
Viestern Light & Telethone Compaay.
St. Louis Ccunty Water Company ) -
Misscurl Vater Company. . . e
trkansas-Hisscuri Pover Corporutlon.
Consumers Public Service Company.” e
Independence %zterwerks Conpany. ST
Haryville Electric Light a Bo"er” ' T
Compzay.
Misscuri Public Service Corno:ation.

“issourl Netural Gas Comapany.

Wlsscurl Gas « Llec»r;c Serv*CQﬁ
Ccmopaliy. ’
MHisscurl Yestern Gas Comnaiy
The United Telenhone Company.
Capltel Clty Telenhone Company.
Southeast Mizsourl -Telenhone Campany.’
Soutiwestern Bell Televhono Combany.
The Y'estern Union TeTeErann
Company.
lssouri General Uullltins Conmoany.
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meren

Ameren Services One Ameren Plaza
1801 Chouteau Avenus
PO Box 66146
St. Louis, MO 63166-614%
nasnan
314.5542514
314.554.4014 (fax)
tbyme{@ameren.com

June 3, 2002

VIA FAX AND U.S. MAIL
(573) 751-9285

Mr. Steve Dottheim

Missouri Public Service Commission
200 Madison Street, Suite 100
Governor Office Building

Jefferson City, MO 65101

Re: Case No. EC-2002-}

Dear Mr. Dottheim:

AmerenUE hereby objects to Staff Data Request No. 179 in the above matter
on the grounds that the information requested is irrelevant to the issues in this
proceeding. In addition, the information sought by this data request would be unduly
burdensome for AmerenUE to produce in that it covers rate cases filed since 1950 and
annual reports filed since 1945. Finally, the Company objects to the request on the
ground that it seeks information that is equally accessible by both the Staff and the
Company in the Commission records department or in reported cases.
Notwithstanding this objection, AmerenUE will provide a response to this request to
the extent it seeks information which is not objectionable, and which is in the
Company’s possession,

If you have any questions, please contact me or Mary Hoyt to discuss our
objection to this data request.

Very truly yours,
Thomas M. Byrne h‘ e A
Assoclate General Counsel JU1 02002
CON IS s
PUTL:C Sz 0o el
Schedule 4-1
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DATA INFOEMATION REQUEST
unien Elescric Company

ZASE RD. ZT-02-b0O2

Regquested Foom: Mary Hoyo

Date Requested: us /s /e

Information Resuesced:

For each rotefcsmplaant case UB hay filed alnce L1959, please vite the Tages UE has £1led in <Cowelianee with rule « CSR
240-20.020. Pravidc coplep of the witness's cescimony and exhibatad rhat dosument the inzlution of che abeve rule. If
the Company did nat file in conformande with THE pule. please pravide copies ¢f the Company's reducst for a vartance
yom the rules. Alsp, pleass identlfy snd provide gopiedt of che apslicable eecrlons of the Company's annual repors
filings with the Comwnalssicon since 1945, chat detail complaince with The ruleé mentioned above.

Requested 3y: Greg Moyer

Infarmation Provided:

Th= atcazhed informarion providzd to the misjouri Public Sarvice Commisazon Staff in responsze to rhe above daca
informalion request is acrurats end complecs. and containg no satariel misyepresehtatisns wr omizsions, paped upon present
facrng of which the undersigned kag Knewledge. information or belief,
Missour! Public Scrvieces Commigaion Staff
diacoversd which would materially alfect

The undereigried agrecs to ivmediataly ingero the
it. Jduring nhe pehdendy of Tiase Na, EC-02-40¢L before the Couwmiasion, any mattcrs are
the aciuracy or conpleteness of che accached information.

1f thepe data are voluminoue, please (1) identif{y the relevant documents and their locazion (2} make Arcasgsments with

requesiadr to have-documenty avallable for asspection in the Union Eleceiric Company office, or ozher logation mutually
agreeable.  Where identificacion sf 3 decument 18 remuested. pricfly dessribs the document ic.g. kook, leccer.
flemorandum, report) and stéte the foilowing fnformaticn as applicable four the parvicular dscumesc: name, Litle. number,

author. date of publicacisn and publisher, addreszses, dacs wrilten, and tho name and address of tne personts! having
prasepalon of the documenc. 28 used in this dacd request she term "document {8} * ihcludes publisacion of any foriac,
workpapers, lotters. Memorands, netod. rePOTLA, anilyses, computer analyses., Ceet resvlta, Siudies of deta, recordings.
transcriptions and printed, cypud or written meterials of cvery kind in your poascssion. custody o control within your
hnovledge. The prancwn "yau® or "ywus® sefvsa v Pnive Bleviiic Sompany an@ ity BMpIGYRES. CONLIZLTOrd, AGEHTE O
othexe emoloyea by or acting in ice behalf .

Signed dy:
D3L& Aosponse Pecelveda: _
Schedule 4-2
Pfrepared By:
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