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DIRECT TESTIMONY
QF

WILLIAM W. DUNKEL

On Behalf of the 0ffice of Public Counsel
Pertaining to AmerenUE

CASE NC. ER-2007-0002

PLEASE STATE YOUR NAME AND ADDRESS,
My name is William W. Dunkel. My business address is 8625 Farmington Cemetery Road, Pleasant

Plains Nlinois, 62677.

WHAT IS YOUR PRESENT OCCUPATION?

I am a consultant providing services in utility regulatory proceedings. 1 am the principal of William
Dunkel and Associates, which was established in 1980. Since that time, 1 have regularly provided
consulting services in utility regulatory proceedings throughout the country. 1 have participated in
over 200 state utility regulatory proceedings before over one-half of the state commissions in the

United States, as listed on Schedule WWD-1 attached hereto.

PLEASE BRIEFLY DESCRIBE YOUR EXPERIENCE PERTAINING TO THE

ELECTRIC UTILITY INDUSTRY.

I have participated in over 40 regulatory proceedings pertaining to electric utilities. I have worked in
the electric engineering section of the Ilinois Commerce Commission (ICC). The ICC regulates
utilities in [llinois. I have also been design engineer for a company that manufactured equipment for
the electric utility industry. [ was granted patent No. 3822440 entitled a Solid State Pulse Initiator.

This initiator was used by electric comparies for certain electric energy metering purposes.

[ have a Bachelor’s of Science Degree from the University of [llinois.
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Since becoming an independent consuitant in July of 1980, I have participated in various regulatory

proceedings pertaining to electric, telephone, and natural gas utility companies,
[ am a member of the Society of Depreciation Professionals.

ON WHOSE BEHALF ARE YOU PROVIDING TESTIMONY?

I am providing this Testimony on behalf of the Missouri Office of the Public Counsel (OPC).

HAVE YOU PREVIOUSLY PARTICIPATED IN PROCEEDINGS IN MISSOURI?

Yes. [ testified on behalf of the OPC in Case No, TR-2001-65, which was the Investigation of
Exchange Access Service proceeding. I testified on behalf of the Staff of the Missouri Public Service
Commission in Docket Nos. TR-79-213, which was a Southwestern Bell Telephone Company
(SWBT) general rate case; TR-80-256, which was a SWBT general rate case; and TR-82-199, which
was a2 SWBT general rate case. | have also testified on behalf of the Office of the Public Counsel
(OPC) in Docket Nos. TC-93-224/T(-93-192, which was a Southwesiern Bell Telephone Company
general rate case, TR-93-181, which was a United Telephone Company of Missouri case, TR-86-84,
which was a SWBT general rate case; TC-89-14; TO-86-8, which was an Extended Area Service
{EAS) case involving all companies in Missouri; and TO-87-131, which was an EMS investigation

involving all companies in Missouri,

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

The purpose of my Direct Testimony is to address to certain issue pertaining to depreciation.
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CALLAWAY NUCLEAR PLANT LICENSE EXTENSION

WHAT DOES THE COMPANY PROPOSE PERTAINING TO THE FINAL
RETIREMENT DATE FOR THE CALLAWAY NUCLEAR PRODUCTION PLANT?
AmerenUE proposes that it be assumed that the final retirement of Callaway will be in October, 2024,

which is the end of the initial Callaway forty year operating license.

The Nuclear Regulatory Commission (NRC) grants an initial operating license of forty years for
commercial nuclear power reactors, and utilities are allowed w request a license renewal for an

additional twenty vears, all as is discussed in the NRC web site.!

IN THIS PROCEEDING CHARLES D. NASLUND, SENIOR VICE PRESIDENT
AND CHIEF NUCLEAR OFFICER WITH AMEREN SERVICES PRESENTS
TESTIMONY PERTAINING TO CALLAWAY. IN LATE 2005, WHAT DID MR,
NASLUND STATE PERTAINING TO THE REJUVENATION OF CALLAWAY?
Mr. Naslund stated

“After the first 20 years of operation we have rejuvenated the plant. 1t’s basically

ready for the next 20 and the 20 beyond that.”
The article containing this quotation is attached here to Schedule WWID-13 and can also be found at

the KOMU website. The KOMU web site also contains a video which shows Mr. Naslund making

that statement.”

HAVE YOU REVIEWED OTHER EVIDENCE PERTAINING TC WHETHER OR NOT

CALLAWAY WILL PROBABLY RETIRE IN OCTCBER OF 20247

! http/fwww.nre.pov/ visited on 12/12/2006.
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WHAT REASONS DO AMERENUE WITNESSES PRESENT FOR ASSUMING
CALLAWAY WILL RETIRE IN OCTOBER 2024, WHICH IS THE END OF THE
INITIAL FORTY YEAR LICENSE?

One argument AmerenUE presents is:

First, there is a possibility that the license will not be extended. ... AmerenUE will
not decide on whether to apply for such an ¢xtension for a number of years.’

PLEASE RESPOND TO THE ARGUMENT THAT “THERE IS A POSSIBILITY

THAT THE LICENSE WILL NOT BE EXTENDED."
First of all, when dealing with the future, anything is “possible.” However, the NRC has never

refused to renew a commercial nuclear power reactor’s initial license for the additional twenty years.

? hitp://www.komu.com/satellite/SatelliteRender/KOMU_com/ecad 5b91-c0a8-2£11-01de-3a2 7b{72dd9e/9b2 5df3 -

c0aB-2£11-0039-82b82f471b47. Visited 12/14/2006. In the video, Mr Naslund puts ““and” between the two
sentences.

* Direct Testimony of William Stout, Page 30, lines 3-8.
* Of the 23 applications received prior to March 2005, including the Monticello application received March, 2005,

113

..rejuvenated the plant, and it’s basically ready for the next 20 and the 20 beyond that.”

NP

all 23 have been issued a renewal license (some applications involving more than one plant, and/or plants with more
than one unit). http://www.nrc.govireading-rm/doc-coilections/fact-sheets/license-renewal-bg. pdf visited on

12/12/2006.
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Based on this fact, it reasonable to expect that is much more probable than not that AmerenUE could

obtain a license renewal if it properly applied for it.

PLEASE RESPOND TO THE ARGUMENT THAT “AMERENUE WILL NOT DECIDE
ON WHETHER TC APPLY FOR SUCH AN EXTENSION FOR A NUMBER OF

YEARS.”

The fact that it is not vet time for AmerenUE to make this decision, does not imply that AmerenUE
will retire Callaway at the end of the initial license. Experience shows that when it is time to make
that decision, the vast majority of nuclear plant owners do apply for a license renewal. Of the 104
operating commercial nuclear production units in the United States,> the NRC has already renewed
the license for 47 units, is reviewing applications for 9 additional units,® and Letters of Intent to Apply
for License Renewal, with expected submittal dates, have been received for 16 other named units. 72
of the 104 active nuclear production units (almost 70%) already have a renewed license, have filed for
a renewed license, or have filed a Letter of Intent to Apply for License Renewal for a named unit.
Since the 104 figure includes all operating commereial nuclear production units, that means the 104

figure even includes those units that have not reached the time at which the decision to apply for re-

licensing must be made.”

HAS AMERENUE MADE A COMMITMENT THAT IS RELEVANT TO THIS

ISSUE?
Yes. In response to Federal Government concerns about greenhouse gases and global warming,
AmerenUE has made a commitment to the U,S. Department of Energy (DOE) in which AmerenUE

cominitted (o decrease its carbon intensity in the future, The ways that AmerenUE is considering

* httpe//www.nre. gov/reactors/operating/list-power-reactor-units.html visited on 12/12/2006.
® hrtpr/iwww.nre.gov/reading-rm/doc-collections/fact-sheets/license-renewal-be html visited on 12/12/2006.
5
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meeting its commitment includes “...increased generation at our nuclear and hydroelectric power
plants, ...”* This Ameren commitment is shown on page 3 of Schedule WWD-3, which is from the
AmerenUE Form 10-K for the year 2005. In this document AmerenUE also states that “Coal-fired

power plants, however, are significant sources of carbon dioxide, a principal greenhouse gas.”’

AmerenUE’s reference to “our nuclear” power plant clearly refers to Callaway, because that is the
only Ameren nuclear plant. As Ameren stated in response to a data request “Callaway Unit 1 is the

only nuclear facility owned, or partially owned, by Ameren and any of its affiliates."®

THIS COMMITMENT MENTIONS OTHER POSSIBILITIES FOR AMERENUE TO
REDUCE ITS CARBON INTENSITY, SUCHE AS INCREASED PRODUCTION

FROM THE HYDROELECTRIC PLANTS. PLEASE COMMENT.

Callaway produces a significant portion of the total AmerenUE production, and it does so without
producing carbon dioxide or other grecnhouse gasses. If Callaway is retired early, that would
eliminate a large amount of production that does not now emit carbon gases. It would be difficult for
AmerenUE to reduce its carbon intensity if Calloway was retired early. Callaway produces 26% of
AmerenUE’s power generation.“ The amount of power produced by the hydroelectric plants is tiny

compared to the power produced by Callaway. The hydroelectric plants produce 4% of AmerenUE's

power generation,

7 http://iwww.nre.govireactors/operating/licensing/renewal/applications.html visited on 12/12/2006.

® From page 18 and 19, “Form 10-K, Union Electric Company-UEP, Filed: March 07, 2006 {period: December 31,

2005)°

% Schedule WWD 3-2. If should be noted that any fossil fuel plant produces carbon dioxide. It is a product of
combustion.

19 “Callaway Unit 1 is the only nuclear facility owned or partially owned by Ameren and any of its affiliates.” From
AmerenUE response to OPC Data Request number 5007,

"' Ameren website: hitp://www.ameren.com/aboutus/ade_au_AmerenUE_Plants.asp visited on 11/14/2006. The 4%
hydreelectric includes Keokuk, Osage, and Taum Sauk.

6




Direct Testimony of
William W. Dunkel
Case ER-2007-0002

1

2

10

11
12
13
14
15
16

17

18

1s

20

21

Q.

HAS AN APPLICATION FOR A LICENSE RENEWAL BEEN FILED FOR

“SISTER” NUCLEAR UNIT?

Yes. In October 2006, an application to renew the license of the Wolf Creek nuclear production unit
was filed with the NRC." Wolf Creek is a “sister” plant to Callaway. In response to a discovery
request, AmerenUE acknowledged that the reactor in the Callaway plant is of a similar design, of

similar output, and designed by the same firm as the reactor in the Wolf Creek plant.l3

WHAT IS THE SECOND REASON AMERENUE PRESENTED FOR TUSING
OCTOBER 2024 AS THE FINAL CALLAWAY RETIREMENT DATE IN THE
DEPRECIATION CALCULATIONS?

AmerenUE argued:
Second, even if the license is extended, it may come with a price. That is,
AmerenUE may be required to expend significant sums in order to comply with the
terms of the extended license. ... Rather than lengthening the license now and
decreasing depreciation expense, only to later increase depreciation expense as

potentially significant new plant is added, it would be more prudent to continue
depreciation at its current levels by using the October, 2024 retirement date.'*

PLEASE RESPOND TO THIS ARGUMENT.
Using an incorrect retirement date does not produce the correct depreciation rate. October 2024 is not
the appropnate date “if the license is extended.” In depreciation rate calculations a longer life tends to

produce a lower depreciation rate, as compared to a shorter life. The above AmerenUE argument

12 http://www.nre.gov/reading-rm/doc-coliections/fact-sheets/license-renewal-bg.
"> AmerenUE response to OPC Request Number 5025

df visited on 12/12/2006.

' Page 30, Direct Testimony of William Stout .
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depreciation rates calculated on a 40 years life.”” That is not a reasonable assumption.

In addition AmerenUR has just recently completed the refurbishment of Callaway. “About 3,000
people worked on the project.”'® In late 2005, among other things, AmerenUE replaced the four huge
steam generators with new steam generators that “feature the latest technology for efficiency and
reliability.” They also replace “all four turbine rotors with new, more-efficient models.” “Like the
replacement steam generators, the new turbines rotors are designed to provide increased efficiency
and durability compared to the original units manufactured in the 1970s.”'” Ameren has just

completed the refurbishment of Callaway.

After the refurbishment of Callaway in late 2005, the Ameren Board of Directors informed the
Ameren shareholders that for other nuclear plants that had already applied for license renewal, the

operators of those plants did not identify the need for any “major plant refurbishment” for license

1.18

renewal. © This statement from the Board appears on page 3 of Schedule WWD-12, which is from

the “Notice of Annual Meeting of Shareholder and Proxy Statement of Ameren Corporation” for the

May, 2006 annual meeting of shareholders.

In addition, any such future investment is not known or measurable,

'3 Life before final retirement.
'S Ameren Media Release, dated November 21, 2005.
7 Ameren Media Release, dated November 21, 2005.

'® Earlier the Board had stated “At this time, Ameren has not yet decided whether it will pursue renewal of the
operating license for the Callaway Plant.”
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Another issue is proper depreciation occurs over that life of the investment. For example, even if we
assume an investment will be made a decade from now, the depreciation of that invesiment would

start then. That assumed future investment would not be depreciating now.

Omne last point, adding 20 vears to the life has a major impact on the depreciation rate; it would take an

incredibly high additional investment to offset the impact of the additional 20 years of life.

HAVE YOU RECENTLY PARTICIPATED IN A CASE IN WHICH THE
DEPRECIATION RATES FOR A NUCLEAR PLANT HAD BEEN CALCULATED ON
THE 40 YEAR LIFE, THEN THE LICENSE WAS RENEWED FOR AN
ADDITIONAL 20 YEARS, AND THE UTILITY THEN FILED NEW
DEPRECIATION RATES BASED ON THE 60 YEAR LIFE?

Yes. In the State of Indiana, I recently was involved in an Indiana-Michigan Power Company (1&M)
case in which the existing depreciation rates for the Cook nuclear production plant had been
calculated on the 40 year life of the initial license, The license was then renewed for an additional 20
years, and the utility then filed new depreciation rates based on the 60 year life. As expected, the new
nuclear plant depreciation rates based on the 60 year life were much lower than the prior depreciation

rates that had been based on the 40 year life. In the [&M utility witness’s own words:"”

PLEASE EXPLAIN THE RESULTS OF YOUR STUDY FOR NUCLEAR

PLANT?
In August 2003, the NRC granted 1&M a 20-year extension of the operating license for the plant.

This increase in life is the major reason that the depreciation rate decreased from 3.37% to 1.16%.

'* Page 19, Lines 6-9, Direct Testimony of James E. Henderson on behalf of Indiana Michigan power Company,
filed 12/01/2005 in Indiana Cause Number 42959,

9
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Q.

COULD YOU PLEASE SUMMARIZE THE INFORMATION PERTAINING TO THE
FINAL RETIREMENT DATE THAT SHOULD BE USED TO CALCULATE THE

DEPRECIATION RATES FOR THE CALLAWAY NUCLEAR PRODUCTION UNIT?
Yes. Based on the above discussions, it is much more probable than not that Callaway will have its

licensed renewed. As discussed above in more detail, these reasons include:

(1) The vast majority of commercial nuclear production units do apply for the license renewal. 72 of
the 104 active nuclear production units (almost 70%) already have a renewed license, have filed for a

renewed license, or have filed a Letter of Intent to Apply for License Renewal for a named unit.

(2) The NRC has never refused to renew a commercial nuclear power reactor’s initial license for the

additional twenty years.
(3) A “sister” plant has already applied for a license renewal,

(4) Unlike fossil fueled plants, Callaway does not emit greenhouse gases, and therefore does not

contribute to global warming. AmerenUE has committed to reducing its carbon intensity; retiring

Callaway would be a huge step in the opposite direction of that commitment.

ko

NP
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(6) AmerenUE’s proposal that October 2024 should be used in the depreciation rate calculations as
the final retirement date even if it expected that the license will be renewed, is unacceptable. Using
an incorrect final retrement date produces incorrect depreciation rates. This would be a

miscalculation of the depreciation rate that would overcharge current customers.

In sunmary, the Callaway depreciation rates should be calculated using a 60 year life to the final

retirement date. [t is much more probable than not that Callaway will have its licensed renewed.

PAST RETIREMENT OF STEAM PRODUCTION PLANTS

WHAT ISSUE WILL YOU ADDRESS IN THIS AREA?

On this issue | will only respond to page 14 of the Direct Testimony of William M. Stout, in which he

points out that

AmerenUE has retired the Mound, Cahokia, and Venice | power plants,
consisting of 17 units, and it also has retired Units 1 and 2 of the Venice 11
station.

WHEN WERE THE CAHOKIA AND VENICE POWER PLANTS BUILT?
According to the Ameren web site, the Cahokia Plant “was built in 1928, and the first Venice unit

was built in 1942.%°

WHAT WAS ONE CHARACTERISTIC OF PLANTS IN THE EARLY 190087
They were very fuel inefficient. Fuel efficiency is measured by the “heat rate.” A steam production

unit with a lower “heat rate” is more fuel efficient. A unit with a heat rate of 20,000 BawkWh will

11



Direct Testitnony of
William W. Dunkel
Case ER-2007-0002

1 consume twice as much fuel to produce the same amount of electricity as a unit with a heat rate of
2 10,000 Btu/kWh.
3 The early plants had low efficiency. Below is a table of the average utility central power station heat
4 rates by years, according to the U.S. Department of Energy:”'
Year Heat Rate,
Btu per kWh

1902 92,500

1932 20,700

1941 18,600

1949 15,033

1955 11,699

1960 10,760

1970 10,494

1980 10,338

1990 10,402

2000 10,201

2005 10,241
5 "
6 I The sources for this information are shown on Schedule WWD-4.
7 A typical plant in service in 1932 would require almost twice as much fuel as a typical 1960 plant for
8 II the same output of electricity.?
9 The average fuel efficiency almost doubled in the 28 years between 1932 and 1960.

0 hitp:/fwww.ameren.com/centennial/electricity html visited on 11/24/2006,
* Table 6, Approximate Heat Rates for Electricity, 1949-2003, hitps//www eia.doe.gov/Aer/Txt/stb1306 xls and
Appendix A, History of the U.S. Electric Power Industry, 1882-1991

http://'www.eia.doe.govicneaf/electricity/page/electric_kid/append a.html visited on 11/16/2006
2 20,700/10,760=1.9

12
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IF THE AVERAGE FUEL EFFICIENCY ALMOST DOUBLED IN THE 28 YEARS
BETWEEN 1932 AND 1960, DID IT DOUBLE AGAIN IN THE 28 YEARS

1560 TO 19887
No. As the above chart shows, the rate of improvement in the average heat rates started to level out in

the mid 1950s to 1960s. The average heat rates of the plants in service have improved only slightly in

the 45 years after 1960,

WHAT SIGNIFICANT DOES THIS HAVE?
In 2006, a 30 year old, 40 year old, or even older steam production unit can have close to the same
fuel efficiency as a new steam production plant. The incentive now to retire an efficient “old” plant is

less than it was to retire the inefficient plants from the early 1900s to which Mr. Stout refers.

DEPRECIATION RESERVE-THE MISSING $159 MILLION

WHAT IS THE ISSUE YOU WILL ADDRESS ON THE DEPRECIATION

RESERVE CALCULATION?

In their Pro Forma calculations, the Company updated the Plant in Service to be at the expected
December 31, 2006 level, but it omitted over $159 million that would be added to the Depreciation
Reserve in the last 6 month of 2006. Specifically, the Company did not update the Depreciation
Reserve for the depreciation accrual during the last six months of 2006 that result from the
depreciation of the existing investments.” Since the Depreciation Reserve is a deduction when

calculating net raic base, the Pro Forma net rate base is overstated by many millions of dollars.

* The Company adjusted for the difference created by the Company proposed change in the depreciation rates, but
did not include the depreciation expense at the current rates for the existing plant.

13
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Q. ON THE SCHEDULES ATTACHED TO THE SUPPLEMENTAL DIRECT
TESTIMONY OF GARY S. WEISS, WHAT WERE THE PRO FORMA

ADJUSTMENTE INTENDED TO SHOW?
A AmerenUE had the actual “PER BOOKS” amounts as of June 30, 2006. In the “PRO FORMA
ADJUSTMENTS” column AmerenUE adjusted for what it expected to occur in the last six months of

2006. The final column is meant to be the level it expected as of December 31, 2006.**

FJ Q. DID AMERENUE PROPERLY ADJUST THE DEPRECIATION RESERVES

(ACCUMULATED PROVISION FOR DEPRECIATION OF UTILITY PLANT) TO

THE DECEMBER 31, 2006 LEVEL?

A. No. As of June 30, 2006 the Company had over $10 billion dollars in investment.”” I will call the
investment that existed at June 30, 2006 the “existing” investment. The depreciation on that
“existing” investment would be over $159.6 million in the last six months of 2006, as shown on
Schedule WWD 5-1”° AmerenUE made no addition to the Pro Forma Depreciation Reserve for the

depreciation of the “existing” investment in the last six months of 200677

Q. WHAT IMPACT DOES DEPRECIATION EXPENSE HAVE ON THE

DEPRECIATION RESERVE?

*For example, for Plant in Service, column (B) on Schedule GSW-E20-1, which was attached to the Supplemental
Direct Testimony of Gary S. Weiss, shows the actual Plant in Service as of June 30, 2006. In the next column (the
“Pro Forma” column) the Company makes adjustments that include adding all Plant is Service they expect to add in
the last six months of 2006. The final column is their estimate of the Plant in Service as of December 31, 2006.
** Schedule GSW-E20-1.
* As an additional source, see Schedule GSW-E30-1 which shows that the annual depreciation at existing
depreciation rates is over $300 million per year, which equates to over $150 million depreciation expense in six
months,
*"The Company adjusted for the difference created by the Company proposed change in the depreciation rates, but
did not include the depreciation expense at the current rates for the existing plant.

14
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A The depreciation expense is credited into the Depreciation Reserve. The Uniform System of

Accounts (USOAY® requires:

108 Accumulated provision for depreciation of electric utility plant
(Major only).

A. This account shall be credited with the following:

(1) Amounts charged to account 403, Depreciation Expense, or to clearing
accounts for current depreciation expense for electric plant in service.

Therefore the $159.6 million of depreciation expense for the existing plant in the last six months of
2006 would result in $159.6 million being credited into the Depreciation Reserve (Account 108, the
Accumulated provision for depreciation of electric utility plant). In its Pro Forma adjustments,
AmerenUE failed to credit these depreciation expenses into the Depreciation Reserve (account 108)

in the last six months of 2006 >

Q. HAS AMERENUE NOW ACKNOWLEDGED THAT THIS EXISTING PLANT WOULD
BE DEPRECIATING IN THE LAST SIX MONTHS OF 2006, BUT THAT IT
FAILED TO ADD THESE DEPRECIATION EXPENSES INTC THE RESERVES?

A, Yes. Below is request OPC 5042 (a) and (b) and the AmerenUE responses:

Request OPC 5042:

(a) Please state where in these Supplemental Direct Schedules or
underlying workpapers, a Proforma additions to the Depreciation
and Amortization Reserves was made for the accruals expected in

* Uniform System of Accounts Prescribed for Public Utilities and Licensees Subject to the Provisions of the
Federal Power Act, Part 101, CFR Title 18, Volume 1.

¥ Retirements remove money from the Depreciation Reserve. However, AmerenUE’s Pro Forma adjustments
assumed no retirements in the last six months of 2006 (AmerenUE response to OPC Request 5028). Even if
retirement were assurned, the net rate base would still be overstated by approximately $150 million, because
retirements remove dollars from the Reserve, but retirements also remove similar dollars from the Plant is Service.
Since the Reserve is deducted from the Plant in service when calculating the net rate base, reducing both as the
result of a retirement has little impact on the net rate base, the only significant difference being the treatment of the
net salvage of the retirement.

15
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the periods 7/2006 to 12/2006 that result from the depreciation
accruals on the existing plant.

(b) Schedule GSW-E30-1 (Weiss Supplemental Direct) on line 14
shows the existing annual depreciation and amortization accruals
are $307,844,000, which is in excess of $25 million per month. Is
it correct that the existing plant (the plant that existed as of June
30, 2006) would continue to have depreciation accruals well in
excess of $20 million per month in the period 7/2006 to 12/20067
If “no” explain the answer and provide a corrected answer.

AmerenUE response:
(a) No adjustment was made.

(b) The monthly electric depreciation expense is currently in
excess of $20 million per month.

ON SCHEDULE GSW-E21-1 THE COMPANY DID INCLUDE SOME ADJUSTMENT
TO THE PRO FORMA RESERVES FOR DEPRECIATION AND AMORTIZATION.
CAN YOU SHOW THAT THE COMPANY DID NOT ADJUST THE

DEPRECIATION RESERVE FOR DEPRECIATION ON THE EXISTING PLANT?
Yes. Assuming, for the sake of argument, that the Pro Forma adjustments AmerenUE made were
otherwise valid,”® here is what the Pro Forma adjustments to the Depreciation and Amortizations

Reserves should have been for the last six months of 2006:

* This statement is not an endorsement of these AmerenUE adjustments or calculations.
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Credit into the Depreciation Reserve for the depreciation expense of the
existing investments (investments as of 6/30/2006) at the current
depreciation rates: $159,596,000

Adjustment for the depreciation on only the new Plant additions (the
Plant added after 6/30/2006), at the proposed depreciation rates: $18,468,000

Unrelated adjustments:

Hydraulic account 355 -$51,000
Venice Power Reserve $198,000
FAS 143 Adjustment -$81,090,000
Used for Gas operations -$2,084,000
Total Pro Forma Adjustment +$95,037.000

The above is positive $95.0 million. However the Company total Pro Forma adjustment is negative -
$64,559,000, as shown on Schedule GSW-E21-1. The $159.6 million difference between these two
figures ($95.0 million - (-64.6 million = $159.6 million) is because the Company did not include the
addition to the Depreciation Reserve that result from the depreciation of the existing plant during the

last six month of 2006.

WHAT DO YOU RECOMMEND ON THIS DEPRECIATION RESERVE ISSUE?

The Pro Forma Depreciation Reserve (Account 108) has to be increased by $159,596,349 for the
depreciation accruals on the existing plant in the period 7/2006 to 12/2006. After applying the
99.05% allocation for the Missouri jurisdiction, the Missouri jurisdictional amount is $158,081,873,”
as shown on Schedule WWD-5. Since the Depreciation Reserve is a deduction when calculating net

rate base, this will significantly reduce the net rate base.
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FUTURE NET SALVAGE OF THE

DISTRIBUTION AND TRANSMISSION (“MASS™) ACCOUNTS

WHAT PROBLEM WITH THE AMERENUE FUTURE NET SALVAGE ESTIMATES

WILL BE DISCUSSED IN THIS SECTION OF YOUR TESTIMONY?

AmerenUE witness Mr, Wiedmayer estimated the future net salvage percents based primarily on his
analysis of past net salvage percents. Unfortunately that past data includes some of the highest
inflation in U.S. history. The U.S. inflation was over 11% in 1974, over 11% in 1979, over 13% in
1980, and over 10% in 1981. During the ten year period 1973-1982, the purchasing power of the
dollar was cut in half. The past net salvage percents that Mr. Wiedmayer relied on have the impact of

these high inflation rates built into them.

However the forecasts for future inflation are much lower. According to the Survey of Professional
Forecasters, a survey of 53 professional forecasters surveyed by the Federal Reserve Bank of

Philadelphia, future inflation over the long-term is expected to be 2.5% per year.3 :

In this section I will present the future net salvage percents that incorporate future inflation at this
2.5% annual rate, instead of the much higher inflation rates that are built into the future net salvage

percents proposed by Mr. Wiedmayer.

WHAT IS NET SALVAGE?
Net salvage occurs at the time an investment is retired, or soon after. The retired investment may

have a scrap or other salvage value, which is called “gross salvage.” However there is also the labor

M This is the correct figure after the 99.05% allocation to Missouri jurisdiction, as shown on Schedule WWD 5-1.

3? Federal Reserve Bank of Philadelphia — Economic Research — Survey of Professional Forecasters, Release Date:
November 13, 2006. This document was obtained at the Federal Reserve Bank of Philadelphia website
hrtp://www.phil frb.org/files/spf/survg406.html, visited December 4, 2006,
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and other costs incurred to remove the investment from service, which is called “cost of removal.”
The “gross salvage” less the “cost of removal” is called the “net salvage.” In recent decades in many
accounts, the cost of removal is larger than the gross salvage, which results in a “negative” net
salvage. “Negative” net salvage can also be called “net cost of removal.” For example a ~$1000 net

salvage would be a $1000 net cost of removal.

WHAT IS FUTURE NET SALVAGE?

Future net salvage is the net salvage that is expected to occur in the future. Page 54 of the
Commission Report and Order’’ in the Empire District Electric case indicates that the net salvage
costs of an assel in a mass account should be spread over the customers that benefit from that asset
during its life. Since the net salvage costs do not occur until that asset retires, the net salvage that

must be determined for the investments currently in service is the future net salvage.

The past net salvage can be determined from company records, but the future net salvage is in the

future, and is therefore more difficult to determine,

BASED PRIMARILY ON PAST NET SALVAGE RATIOS, FOR THE
DISTRIBUTION POLES AND FIXTURES ACCOUNT (“DISTRIBUTION POLES”
ACCOUNT 364), MR. WIEDMAYER PROPOSES A FUTURE NET SALVAGE
PERCENT OF -135%.”° WHAT DOES THE -135% FUTURE NET SALVAGE
PERCENT RECCMMENDED BY MR. WIEDMAYER MEAN?

The -135% means Mr. Wiedmayer forecasts that in the future it will cost $1,350 net to remove each

$1,000 of original cost pole investment.

35 Case No. ER-2004-0570, Report and Order Issued March 10, 2005.
* Page I11-7, of the Company Depreciation Study, Schedule JFW-E1.
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WHEN THE FUTURE NET SALVAGE PERCENT IS BASED ON THE PAST NET
SALVAGE PERCENT, DOES THAT IMPLY THAT THE FUTURE INFLATION IS
EXPECTED TO BE THE SAME AS THE PAST INFLATICN?
Yes. Mr, Wiedmayer acknowledged this is the assumption in the following discovery response:

OPC 5006 (c)

If the Future Net Salvage percent is set equal to the historic net salvage percent

as determined from the historic data shown on pages B-81,B-82, and B-83, does

that effectively assume that future inflation will be the same as past inflation? If

not, explain why not.

AmerenUE/Mr, Wiedmayer’s Response:

¢) Yes, that is the assumption when viewed over a long term period of 30 to 40
years,

These responses are attached as Schedule WWD-7.

THE “ORIGINAL COST” POLE INVESTMENT INCLUDES BOTH THE LABOR
TO INSTALL THE POLE AND THE MATERIAL COST OF THE PCLE. SINCE
THE CCST-OF-REMOVAL IS ONLY LABOR, BUT NO SIGNIFICANT
MATERIAL COST, HOW CAN IT COST MORE JUST TO REMOVE A POLE,

THAN IT COSTS TO BUY AND INSTALL A POLE?

If all costs are measured on a consistent basis, the net cost-of-removal is generally much less than the
investment (which includes installation labor and material costs). However the costs are not
measured on a consistent basis. The “original cost” investment dolar amount is recorded when the
investment is installed. The net cost-of- removal is determined later, often decades later, when the
investment is removed. The decades of inflation between these two events greatly inflate the net cost-

of-removal as compared to the “original cost” investment.
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For those accounts in which the investment has a long average life, the amount of inflation that occurs
between the time the investment is installed and the time it is removed increase the net salvage

percent. Mr. Wiedmayer acknowledged this in response to a data request:

OPC 5006 (b)

Is it a correct statement that, everything else being equal, the greater the
inflation between the time the investment went into service, and the time it
was retired, the higher the cost of removal percent would be? If this is not
a correct statement, provide the corrected statement.

AmerenUE/Mr. Wiedmayer’s Response:

b) Yes, that is correct.

CAN YOU EXPLAIN FURTHER WHY THE INFLATION THAT OCCURS BETWEEN
THE INSTALLATION OF THE INVESTMENT AND THE REMOVAL OF THE

INVESTMENT IMPACTS THE NET SALVAGE PERCENT?
Yes. The Company Depreciation Study determined that the investiments in the Distribution Pole
account (Account 364) live an average of 43 years.” For a pole installed in the year 1962, and retired

43 years later, in the year 2003, the net salvage percent would be:

Net Salvage Percent = Net Salvage (paid in year 2005 dollars)
Original Cost investment (paid in year 1962 dollars).

The numerator is written in year 2005 dollars, but the denominator is written in year 1962 dollars.

Inflation between these two years has a major impact on the net salvage percent calculated.

DOES MR. WIEDMAYER ACKNOWLEDGE THAT IN HIS CALCULATION OF THE

HISTORIC NET SALVAGE RATIO, THAT FOR A POLE INSTALLED IN 1965

3 Page I11-7, of the Company Depreciation Study, Schedule JFW-EL.
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AND RETIRED IN 2005, THE “ORIGINAL COST” WOULD BE IN YEAR
1965 DOLLARS, AND THE “COST OF REMOVAL” WOULD BE IN YEAR 2005

DOLLARS?

Yes. In response to OPC request 5005, Mr. Wiedmayer acknowledge that in his calculation of the
historic net salvage ratio for a pole installed in 1965 and retired in 2005, the original cost “would be
in year 1965 dollars”, and the cost of removal would be “in year 2005 dollars.™ A copy of that

request and the AmerenUE response is attached hereto as Schedule WWD-8.

CAN YOU ILLUSTRATE WHAT IMPACT INFLATION BETWEEN THE TIME OF

INSTALLATION AND THE TIME OF REMOVAL HAS ON THE NET SALVAGE

PERCENT?

Yes. For an investment that lives 43 years, Schedule WWD-6 illustrates how inflation changes the
Net Salvage percent over the decades. In 1962 the original cost of the pole investment (including
both material and installation labor costs) is assumed to be $1,000, and the net salvage, if removed
then, would be -$209, also in 1962 dollars. This produces a net salvage percent of -21%°® when

everything is measured in consistent dollars from the same year.

As time passes the $1,000 original cost does not change. Tt is still $1,000 “original cost” investment

on the books 43 years later when the investment is retired.

However the net salvage does change because of inflation, because the net salvage is not incurred
unti] the investment retires. When the investment is retired 43 years later, in 2005, the cost of
removal is paid in 2005 dollars. Because of the 43 years of inflation, the CP1-U index maintained by

the United States Bureau of Labor Statistics shows it takes $6.47 in “year 2005” dollars to equal to

3 .$209/81,000= -21%

22




Direct Testimony of
William W. Dunkel
Case ER-2007-0002

one 1962 dollar.’’ As a result, the net cost of removal that would cost $209 in 1962 dollars costs
$1,350 in the year 2005 dollars. The $1,350 negative net salvage (in year 2005 dollars), divided by

the $1,000 original cost (in year 1962 dollars) produces -135% net salvage. **

The vast majority of the -135% figure is the result of the inflation that occurred over the 43 years
between installation and removal, including the extremely high inflation that occurred in the years
1973-1982. The inflation over the decades changed the -21% net salvage percent to -135%, as shown

on Schedule WWD-6.

I am not suggesting there will be no future inflation, but the level of inflation assumed in the future is

a very significant item in the determination of the future net salvage percent.

IS IT REASONABLE TO EXPECT THAT THE AVERAGE INFLATION IN THE
FUTURE WILL BE AS HIGH AS THE INFLATION WAS DURING THE
AVERAGE LIFE OF THE POLES THAT HAVE RECENTLY RETIRED?

No. The lives of the poles that have recently retired include a time period when the U.S. experienced
unusually high inflation. Schedule WWD-9 shows the Consumer Price Index-Urban index (CPI-U)
and the U.S. rates of inflation from 1914 through 2005, as measured by the CPI-U. The CPI-U is
maintained by the U.S. Bureau of Labor Statistics. As this Schedule shows, the U.S. inflation was
over 11% in 1974, over 11% in 1979, over 13% in 1980, and over 10% in 1981. During that 10 year

period 1973-1982, the purchasing power of the dollar was cut more than in half. When all 43 years of

¥ The CPl-u index was 195.30 in 2008, divided by the CPI-U index in 1962 of 30.20 =6.47
3 Net salvage ratio= net salvage/ original cost of investment retired= -$1350/$1000= -135%.
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their average life is considered, inflation over their life has average 4.3% per year, for the poles that

have retired in the last ten years, as shown on page 3 of Schedule WWD-1 0.%

These very high historical rates of inflation are incorporated into the historic net salvage data Mr.
Wiedmayer used as the basis for his Future Net Salvage proposals in this proceeding. As a result, Mr.
Wiedmayer’s proposed Future Net Salvage recommendations have the built-in assumption that in the

future, the U.S. will experience exwremely high rates of inflation.

However, according to the Survey of Professional Forecasters, a survey of 53 professional forecasters
surveyed by the Federal Reserve Bank of Philadelphia, future inflation over the long-term 1s

expected to be 2.5% per year."’

For another source of future inflation, for a different purpose Mr. Wiedmayer’s Depreciation Study
uses 2.0% as the estimate of future annual inflation, as can be seen in footnote (a) on page II-29 of the

AmerenUE Depreciation Study filed in this proceeding (Schedule JFW-E1).

Future annual inflation is not forecast to be anywhere near as high as the average annual inflation that

occurred during the past life of an average life pole that has recently retired.

ON PAGE 54 OF THE COMMISSION REPORT AND ORDER” IN EMPIRE
DISTRICT ELECTRIC CASE THE COMMISSION INDICATES THAT &

TRADITIONAL APPROACH TO THE NET SALVAGE SHOULD BE USED FOR

3 For example, for a pole installed in 1962, the CPI-U index was 30.20 in 1962. When retired 43 years later the
CPI-U index was 195.30. The ratio is 195.30/30.20=6.5 times. This is an average annual inflation rate of 4.44%

(check: (1.044)"43=6.5). The other years are similar, as shown on page 3 of Schedule WWD-5,

“ Federal Reserve Bank of Philadelphia — Economic Research — Survey of Professional Forecasters, Release Date:
November 13, 2006, This document was obtained at the Federal Reserve Bank of Philadelphia website
http://www.phil.frb.org/files/spfisurvg406.html, visited December 4, 2006. This 2.5% is the forecast future annual

inflation measured in CPI-U.
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THESE ACCOUNTS. WHAT IS INCLUDED IN A PROPER TRADITIONAL

ANALYSIS?

The “Public Utlity Depreciation Practices,” published by NARUC states the analyst is expected to
examine past data. However the analyst is also expected to be “cognizant of the factors that may
cause future cost of removal experience to differ from that of the past” and if there are significant

differences, the analyst is expected to “modify the results of the historical analysis.” 4

WHAT DO YOU RECOMMEND?

1 recommend that the future Net Salvage percents include 2.5% annual future inflation. According to
the Survey of Professional Forecasters, a survey of 53 professional forecasters surveyed by the
Federal Reserve Bank of Philadelphia, future inflation over the long-term is expected to be 2.5% per

4
year, ™

2.5% annual future inflation is a conservative recommendation. In fact, Mr. Wiedmayer used 2.0% as
his estimate of future annual inflation, for other purposes.”® My recommendation of 2.5% future
annual inflation produces a higher depreciation expense than would be produce using 2.0% for the
future annual inflation rate. My recommendation of 2.5% annual future inflation rate is very
reasonable, is supported by the survey of 53 professional forecasters surveyed by the Federal Reserve
Bank of Philadelphia, and is conservative compared to the 2.0% annual future inflation rate Mr.

Wiedmayer himself used for other purposes,

# Case No. ER-2004-0570, Report and Order Issued March 10, 2005,

#2 «pyblic Utility Depreciation Practices™, published by NARUC p.161 (1996).

** Federal Reserve Bank of Philadelphia ~ Economic Research — Survey of Professional Forecasters, Release Date:
November 13, 2006. This document was obtained at the Federal Reserve Bank of Philadelphia website
http:/fwww.phil frb.ore/files/spffsurvgd06.himl, visited December 4, 2006.

* Footnote (a) on page 11-29 of the AmerenUE Depreciation Study filed in this proceeding (Schedule JFW-E1).
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WHAT IMPACT DOES USING A 2.5% FUTURE ANNUAL INFLATION HAVE ON
THE FUTURE NET SALVAGE FOR THE DISTRIBUTION POLES ACCOUNT
(ACCOUNT 364)7

With no other changes, the -135% future net salvage percent that Mr. Wiedmayer has proposed
becomes -74% at a 2.5% annual future inflation rate, as shown on Schedule WWD-10. The
$20,544,469 of annual net salvage cost that Mr. Wiedmayer has proposed for this account® becomes
$11,207,874, as shown on Schedule WWD-11.* This is a reduction of over $9.2 millien in annual

expense in this one account.

HAVE YOU ADJUSTED THE NET SALVAGE PERCENT IN THE OTHER
TRANSMISSION AND DISTRIBUTION ACCOUNTS FOR A FUTURE ANNUAL

INFLATION RATE 2.5%7
Yes. The results are shown on Schedule WWD-11. As shown on that Schedule, when 2.5% future
annual inflation is used, the total annual depreciation expense is $20,060,630 less than the AmerenUE

proposal, with no other changes.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

* Page C-96 of Company Depreciation Study, AmerenUE Schedule JFW-E1.

% $15,218,126 as shown on page C-96, times -74% future net salvage. Of course other adjustments may also
impact this account.
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William Dunkel, Consultant
8625 Farmington Cemetery Road
Pleasant Plains, Illinois 62677

Qualifications

The Consultant is a consulting engineer specializing in utility regulatory proceedings. He has

participated in over 200 state regulatory proceedings as listed on the attached Relevant Work
Experience.

The Consultant has provided cost analysis, rate design, jurisdictional separations, depreciation,
expert testimony and other related services to state agencies throughout the country in numerous
state regulatory proceedings.

The Consultant provides services almost exclusively to public agencies, including the Public
Utilities Commission, the Public Counsel, or the State Department of Administration in various
states.

William Dunkel currently provides, or in the past has provided, services in state utility regulatory
proceedings to the following clients:

The Public Utility Commission or the Staffs in the States of:

Arkansas Mississippi
Arizona Missouri

Delaware New Mexico
Georgia Utah

Guam Virginia

Illinois Washington
Maryland U.S. Virgin Islands
Kansas
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The Office of the Public Advocate, or its equivalent, in the States of:

Colorado Maryland
District of Columbia Missouri
Georgia New Jersey
Hawaii New Mexico
IHinois Ohio
Indiana Pennsylvania
lowa Utah

Maine Washington

The Department of Administration in the States of:

Hlinois South Dakota '
Minnesota Wisconsin

The Consultant graduated from the University of [llinois in February, 1970 with a Bachelor's of
Science Degree in Engineering Physics with emphasis on economics and other business-related
subjects. The Consultant has taken several post-graduate courses since graduation.

From 1970 to 1974, the Consultant was a design engineer for Sangamo Electric Company
(Sangamo was later purchased by Schlumberger) designing electric watt-hour meters used in the

electric utility industry. The Consultant was granted patent No. 3822400 for a solid state meter
pulse initiator which was used in metering.

Between April, 1974 and July, 1980 the Consultant was employed by the Illinois Commerce
Commission as a Utility Engineer in the Electric and Telephone Sections. During that period,
he testified as an expert witness in numerous rate design cases and tariff filings in the areas of
rate design, cost studies and separations. During the period 1975-1980, he was the Separations
and Settiements expert for the Staff of the lllinois Commerce Commission.

From July, 1977 until July, 1980, he was a Staff member of the FCC-State Joint Board on
Separations, concerning the "Impact of Customer Provision of Terminal Equipment on
Jurisdictional Separations" in FCC Docket No. 20981 on behalf of the Illinois Commerce
Commission. The FCC-State Joint Board is the national board that specifies the rules for
separations in the telephone industry.

The Consultant has completed an advanced depreciation program entitles "Forecasting Life and
Salvage” offered by Depreciation Programs, Inc.

Mr. Dunkel is a Senior member of the Society of Depreciation Professionals.

Schedule WWD 1.2




Since July, 1980 he has been regularly employed as an independent consultant in state utility
regulatory proceedings across the nation.

He has testified before the Itlinois House of Representatives Subcommittee on Communications,

as well as participating in numerous other schools and conferences pertaining to the utility
industry,
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RELEVANT WORK EXPERIENCE OF

WILLIAM DUNKEL
ALASKA
- ML&P Docket No. U-06-006
- ACS of Anchorage Docket No. U-01-34
- ACS
General rate case Docket Nos. U-01-83, U-01-85, U-01-87
AFOR proceeding Docket No. R-03-003
- All Companies
Access charge proceeding Docket No. R-01-001
- Interior Telephone Company Docket No. U-07-75
- OTZ Telephone Cooperative Docket No. U-03-85
ARIZONA
- U.S. West Communications (Qwest) Cost of Service Study
Wholesale cost/UNE case Docket No. T-00000A-00-0194
General rate case Docket No. E-1051-93-183
Depreciation case Docket No. T-01051B-97-0689
General rate case/AFOR proceeding Docket No. T-01051B-99-0105
AFOR proceeding Docket No. T-01051B-03-0454
ARKANSAS
- Southwestern Bell Telephone Company Docket No. 83-045-U
CALIFORNIA
(on behalf of the Office of Ratepayer Advocates (ORA))
- Kemmnan Telephone General Rate Case A.02-01-004
(on behalf of the California Cable Television Association)
- General Telephone of California 1.87-11-033
- Pacific Bell
Fiber Beyond the Feeder Pre-Approval
Requirement
COLORADO
- Mountain Bell Telephone Company
General Rate Case Docket No. 96A-218T et al.
Call Trace Case Docket No. 925-040T
Caller ID Case Docket No. 91A-462T
General Rate Case Docket No. 908-544T
Local Calling Area Case Docket No. 1766
General Rate Case Docket No. 1720
General Rate Case Docket No. 1700
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General Rate Case
General Rate Case
Measured Services Case
- Independent Telephone Companies
Cost Allocation Methods Case

DELAWARE

- Diamond State Telephone Company
General Rate Case
General Rate Case
Report on Small Centrex
General Rate Case
Centrex Cost Proceeding

DISTRICT OF COLUMBIA
- C&P Telephone Company of D.C,
Depreciation issues

FCC

- Review of junisdictional separations

- Developing a Unified Intercarrier
Compensation Regime

FLORIDA
- BellSouth, GTE, and Sprint
Fair and reasonable rates

GEORGIA

- Southern Bell Telephone & Telegraph Co.

General Rate Proceeding
General Rate Proceeding
General Rate Proceeding
General Rate Proceeding

HAWAII
- GTE Hawaiian Telephone Company
Depreciation/separations issues

Resale case

ILLINQIS

- Commonwealth Edison Company
General Rate Proceeding
General Rate Proceeding

Docket No. 1655
Docket No. 1575
Docket No. 1620

Docket No. 89R-608T

PSC Docket No, 82-32
PSC Docket No. 84-33
PSC Docket No. 85-32T
PSC Docket No. 86-20
PSC Docket No. 86-34

Formal Case No. 926

FCC Docket No. 96-45

CC Docket No. 01-92

Undocketed Special Project

Docket No. 3231-U
Docket No. 3465-U
Docket No. 3286-U
Docket No. 3393-U

Docket No. 94-0298
Docket No. 7702

Docket No. 80-0546
Docket No. 82-0026
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Section 50
Section 55
Section 50
Section 55

Central Illinois Public Service
Section 55
Section 55
Section 55
Exchange of Facilities (Illinois Power)
General Rate Increase
Section 55

South Beloit
General Rate Case

Illinois Power
Section 55
Interconnection

Verizon North Inc. and Verizon South Inc.
DSL Waiver Petition Proceeding

Geneseo Telephone Company
EAS case

Central Telephone Company
(Staunton merger)

General Telephone & Electronics Co.
Usage sensitive service case
General rate case (on behalf of CUB)
(Usage sensitive rates)

(Data Service)
(Certificate)
(Certificate)

General Telephone Co.

SBC
Imputation Requirement
Implement UNE Law
UNE Rate Case
Alternative Regulation Review

Ameritech (Illinois Bell Telephone Company)
Area code split case
General Rate Case
(Centrex filing)

General Rate Proceeding
(Call Lamp Indicator)
(Com Key 1434)

{Card dialers)
(Concentration Identifier)

Docket No.
Docket No.
Docket No.
Docket No.

Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.

Docket No.
Docket No.

Docket No.
Docket No.

Docket No.

59008
59064
59314
59704

58953
58999
59000
59497
59784
59677

59078
59281

59435
02-0560

99-0412

Docket No. 78-0595

Docket No
Docket No
Docket No
Docket No

Docket No.
Docket No.
Docket No.

Docket No.
Docket No.
Docket No.
Docket No.

Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No,

s. 98-0200/98-0537
. 93-0301
. 79-0141
. 79-0310
79-0499
79-0500
80-0389

04-0461
03-0323
02-0864
98-0252

94-0315
83-0005
84-0111
81-0478
77-0755
77-0756
77-0757
78-0005
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{Voice of the People)
(General rate increase)
(Dimension)
{Customer controlled Centrex)
(TAS)
(1iL. Consolidated Lease)
(EAS Inquiry)
(Dispute with GTE)
(WUI vs. Continental Tel.)
(Carle Clinic)
(Private line rates)
(Toll data)
{Dataphone)
{Com Key 718)
{Complaint - switchboard)
(Porta printer)
(General rate case)
(Certificate)
(General rate case)
(Other minor proceedings)
- Home Telephone Company
- Northwestern Telephone Company
Local and EAS rates
EAS

INDIANA

- Indiana Michigan Power Company (1&M)

- Public Service of Indiana {PSI)
Depreciation issues

- Indianapolis Power and Light Company
Depreciation issues

IOWA

- U § West Communications, Inc.
Local Exchange Competition
Local Network Interconnection
General Rate Case

KANSAS

- Southwestern Bell Telephone Company
Commission Investigation of the KUSF
- Rural Telephone Service Company
Audit and General rate proceeding
Request for supplemental KUSF

Docket No. 78-0028
Docket No. 78-0034
Docket No. 78-0086
Docket No. 78-0243
Docket No. 78-0031
Docket No. 78-0473
Docket No. 78-0531
Docket No. 78-0576
Docket No. 79-0041
Docket No. 79-0132
Docket No. 79-0143
Docket No. 79-0234
Docket No. 79-0237
Docket No. 79-0365
Docket No. 79-0380
Docket No. 79-0381
Docket No. 79-0438
Docket No. 79-0501
Docket No. 80-0010
Docket No. various

Docket No. 80-0220

Docket No. 79-0142
Docket No. 79-0519
Cause No. 42959
Cause No. 39584

Cause No. 39938

Docket No. RMU-95-5
Docket No. RPU-95-10
Docket No. RPU-95-11

Docket No. 98-SWBT-677-GIT

Docket No. 00-RRLT-083-AUD
Docket No. 00-RRLT-518-KSF
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Southern Kansas Telephone Company

Audit and General rate proceeding
Pioneer Telephone Company

Audit and General rate proceeding
Craw-Kan Telephone Cooperative, Inc.

Audit and General rate proceeding
Sunflower Telephone Company, Inc.

Audit and General rate proceeding
Bluestem Telephone Company, Inc,

Audit and General rate proceeding
Home Telephone Company, Inc.

Audit and General rate proceeding
Wilson Telephone Company, Inc.

Audit and General rate proceeding

S&T Telephone Cooperative Association, Inc.

Audit and General rate proceeding
Blue Valley Telephone Company, Inc.

Audit and General rate proceeding
JBN Telephone Company

Audit and General rate proceeding
S&A Telephone Company

Audit and General rate proceeding
Wheat State Telephone Company, Inc.

Audit and General rate proceeding
Haviland Telephone Company, Inc.

Audit and General rate proceeding

MAINE

New England Telephone Company
General rate proceeding
Verizon

AFOR investigation

MARYLAND

Chesapeake and Potomac Telephone Company

General rate proceeding
Cost Allocation Manual Case
Cost Allocation Issues Case
Verizon Maryland
PICC rate case
USF case
Washington Gas Light Company
Depreciation Rate Case

Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.

Docket No.

Docket No.

Docket No.

Docket No.

01-SNKT-544-AUD
01-PNRT-929-AUD
01-CRKT-713-AUD
01-SFLT-879-AUD
01-BSST-878-AUD
02-HOMT-209-AUD
02-WLST-210-AUD
02-S&TT-390-AUD
02-BLVT-377-AUD
02-JBNT-846-AUD
03-S&AT-160-AUD
03-WHEST-503-AUD

03-HVDT-664-RTS

92-130

2005-155

7851

Case No. 8333
Case No. 8462

Case No. 8862
Case No. 8745

Case No. 8960
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- Chesapeake Utilities Corporation
General rate proceeding

MINNESOTA
- Access charge (all companies)

Case No. 9062

Docket No. P-321/CI-83-203

- U. S. West Communications, Inc, (Northwestern Bell Telephone Co.)

Centrex/Centron proceeding
General rate proceeding
Centrex Dockets

General rate proceeding
General rate proceeding
General rate case
WATS investigation
Access charge case
Access charge case
Toll Compensation case
Private Line proceeding
- AT&T
Intrastate Interexchange

MISSISSIPPI
- South Central Bell
General rate filing

MISSOURI

- Southwestern Bell
General rate proceeding
General rate proceeding
General rate proceeding
General rate proceeding
General rate proceeding
Alternative Regulation

- United Telephone Company
Depreciation proceeding

- All companies
Extended Area Service
EMS investigation
Cost of Access Proceeding

NEW JERSEY

Docket No. P-421/91-EM-1002
Docket No. P-321/M-80-306
MPUC No. P-421/M-83-466
MPUC No. P-421/M-84-24
MPUC No. P-421/M-84-25
MPUC No. P-421/M-84-26
MPUC No. P-421/GR-80-911
MPUC No. P-421/GR-82-203
MPUC No. P-421/GR-83-600
MPUC No. P-421/CI-84-454
MPUC No. P-421/C1-85-352
MPUC No. P-421/M-86-53
MPUC No. P-999/CI-85-582
Docket No. P-421/M-86-508

Docket No. P-442/M-87-54

Docket No. U-4415

TR-79-213

TR-80-256

TR-82-199

TR-86-84

TC-89-14, et al.
TC-93-224/TO-93-192

TR-93-181
TO-86-8

TO-87-131
TR-2001-65
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- New Jersey Bell Telephone Company
General rate proceeding
General rate proceeding

Phase I - General rate case
General rate case

Division of regulated
from competitive services
Customer Request Interrupt

NEW MEXICO
- U.S. West Communications, Inc.
E-911 proceeding
General rate proceeding
General rate/depreciation proceeding
Subsidy Case
USF Case
- VALOR Communications
Subsidy Case
Interconnection Arbitration

OHIO

- Ohio Bell Telephone Company
General rate proceeding
General rate increase
General rate increase
Access charges

- General Telephone of Chio
General rate proceeding

- United Telephone Company
General rate proceeding

OKLAHOMA
- Public Service of Oklahoma
Depreciation case

PENNSYIVANIA

- GTE North, Inc.
[nterconnection proceeding

- Bell Telephone Company of Pennsylvania
Alternative Regulation proceeding
Automatic Savings

Docket No. 802-135

BPU No. 815-458

OAL No. 3073-81

BPU No. 8211-1030
OAL No. PUC10506-82
BPU No. 848-856

OAL No. PUC06250-84
BPU No. TOB7050398
OAL No. PUC 08557-87
Docket No. TT 90060604

Docket No. 92-79-TC
Docket No. 92-227-TC
Case No. 3008

Case No. 3325

Case No. 3223

Case No. 3300
Case No. 3495

Docket No. 79-1184-TP-AIR
Docket No. 81-1433-TP-AIR
Docket No. 83-300-TP-AIR
Docket No. 83-464-TP-AIR
Docket No. 81-383-TP-AIR

Docket No. 81-627-TP-AIR

Cause No. 96-0000214

Docket No. A-310125F002

Docket No. P-00930715
Docket No. R-953409
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Rate Rebalance
- Enterprise Telephone Company
General rate proceeding
- All companies
InterLATA Toll Service Invest.
Joint Petition for Global Resolution of
Telecommunications Proceedings
- GTE North and United Telephone Company
Local Calling Area Case
- Verizon
Joint Application of Bell Atlantic and
GTE for Approval of Agreement
and Plan of Merger
Access Charge Complaint Proceeding

SOUTH DAKQTA
- Northwestern Bell Telephone Company
General rate proceeding

TENNESSEE

(on behalf of Time Warner Communications)

- BellSouth Telephone Company
Avoidable costs case

UTAH

Docket No
Docket No

Docket No

. R-00963550
.R-922317

. 1-910010

Docket Nos. P-00991649,

P-0099164

Docket No

Docket Nos. A-310200F0002,
A-311350F0002, A-310222F0002,

8, M-00021596

. C-902815

A-310291F0003

Docket No

Docket No

Docket No

. C-200271905

. F-3375

. 96-00067

- U.S. West Communications (Mountain Bell Telephone Company}

General rate case

General rate case

800 Services case

General rate case/

incentive regulation

General rate case

General rate case

General rate case

Qwest Price Flexibility-Residence
Qwest Price Flexibility-Business
Qwest Price Flexibility-Residence
Qwest Price Flexibility-Business

VIRGIN ISLANDS, U.8S.

- Virgin Islands Telephone Company
General rate case
General rate case
General rate case

Docket No
Docket No
Docket No

Docket No.

049-03

Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.
Docket No.

Docket No.
Docket No.
Docket No.

. 84-049-01
. 88-045-07
. 90-049-05
90-049-06/90-

92-049-07
95-049-05
97-049-08
01-2383-01
02-049-82
03-049-49
03-049-50

264
277
314
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General rate case

VIRGINIA

- General Telephone Company of the South
Jurisdictional allocations
Separations

WASHINGTON

- US West Communications, Inc.
Interconnection case
General rate case

- All Companies-

WISCONSIN

- Wisconsin Bell Telephone Company
Private line rate proceeding
General rate proceeding

Docket No., 316

Case No. PUC870029
Case No. PUC950019

Docket No. UT-960369
Docket No. UT-950200
Analyzed the local calling
areas in the State

Docket No. 6720-TR-21
Docket No. 6720-TR-34
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Table of Contents
regulatory actions, strategies and alternatives that Ameren and the Ameren lllincis utilities are considering will be successful.

In December 2005, the Ameren tlinois utilities filed with the ICC proposed new tariffs that would increase revanues from electric delivery services,
effective January 2, 2007, based on a proposed residential rate phase-in plan, by $156 million (CIPS — $14 million, CILCO - $33 million, IP — $109
million} per year commencing in 2007 and an additional $46 million (CILCO ~ $10 million, IP — $36 million) per year commencing in 2008. These

proposed tariffs are subject to approval of, and reduction by, the ICC, which is expected to rule by November 2006. We cannot predict the outcome of
these procesdings.

As 3 pari of the setiernent of UE's Missourt electnic rate case in 2002, UE underntook 1o use commercially reasonabie efforts to make critical
energy infrastructure investmants of $2.25 billion to $2.75 billion from January 1, 2002, through June 30, 2008. Ameren also committed IP to make
between $275 miillon and $325 million in snergy infrastructure investiments over its first two years of ownership, in conjunction with the ICC's approval of
Ameren’s acquisition of IP. UE's agreament to a rate moratorium In Missourl and CIPS’, CILCO's and IP's rate freezes mean that capital expenditures
will not become recoverable in rates and will not eam & retumn before at least July 1, 2006, for UE and January 2, 2007, for CIPS, CILCQ and IP. In the
cument climate of rate reductions and rate moratoriums, any new energy infrastructure and new programs could result in increased financing
requirements for UE, CIPS, CILCO and IP. This could have a material impact on our results of operations, financial position, and liquidity.

As of December 31, 2005, the Ameren Companles did not have, in either Missouri or lllincis, a rate adjustment clause for thair electric operations
that would aliow them to recaver the costs for purchased power or Increasad fuel costs from customers. Therefore, in so far as we hava not hedged our
fuet and power costs, we are exposed o changes in fuel and power prices to the extent that fuel for our electric generating facilities and power must be
purchased on the open market. See the Qutiock section in Managemant's Discussion and Analysis of Financial Condition and Results of Operations
under Part Il Item 7, and Note 3 — Rate and Regulatory Matters to our financial statements under Part Il, Item 8, of this report for a discussion of

Missouri legislation enabling a fue! and purchased power adjustment diause and an ICC arder allowing for the recovery of power costs, effective
January 2, 2007,

Staps taken and being considerad at tha federal and stata levels continue to change tha structure of the electrs industry and utility regulation. At

the federal lavel, FERC has been mandating changes in the regulatory framework for transmission-owning public utiliies such as UE, CIPS, CILCO and
P,

Principally because of rate reducticns and rate moratoriums that affect certain Ameren Companies, Increased costs and investments have caused
decreased retums in Ameren’s distribution utility businesses. See Note 3 - Rate and Regulatory Matters to our financial statements under Part I, item 8,
of this report. In responsa to competitive, economic, political, legislative and regulatory pressures, we may be subject to further rate moratoriums, rate

refunds, fimits on rate increases or rate reductions, Including phase-in plans. Any or all of these could have a significant adverse effect on our resulis of
operations, financial position, or liquidity.

increased federal and state environmental regulation will require UE, Genco, GILGO (primarily through AERG) and EEl to incur large
capltal expenditures and 1o increase operating costs.

About 61% of Ameren's generating capadity is coal-fired. The rest is nuciear, gas-fired, hydroelectric, and oil-fired. In May 2005.. the EPA issued
final regulations with respect to SO, , NO, , and mercury emisslons from coal-fired pawer plants. The new tuies require significant additional reductions

in thesa emissions from UE, Genco, AERG and EE| power plants in phases, beginning in 2009, Preliminary estimates of capital compliance costs for
Ameren, UE, Genca and AERG range from $2.1 billion to $2.9 billion by 2016.

State regulators are required to submit state implementation plans for SO,, NO, and mercury amissions controls in 2008. In January 20086, the
govemor of lllinois racommended that the Illinols EPA adopt rules for limitations on mercury emissions which would be significantly strict.er than the
federal rules. The drafting of state rules is still In its sarly stages, but should stricter rules be adopted, they would change the overall environmental
compliance strategy for LUE's, Genco's, AERG's and EE|'s coal-fired power plants and increase related costs from previous estimates.

Future initiatives regarding greenhouse gas emissions and global warming continue to be the subject of much debate. As a result of our diverse
fuel portfolio. our contribution to greenhouse gases varies among our generating facillties. Coal-fired powsr plants, however, are significant sources of
carbon dioxide, a principal greenhouse gas. The related Kyoto Protocol was signed by the United States but has since been rejected by the president,
who instead has asked for an 18% decreasa in carbon intensity
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on a voluntary basis. In response to the administration’s request, six electric power sector frade associations, including the Edison Etectric Institute, of
which Ameren is a member, and the TVA, signed a Memorandum of Undarstanding (MOU} with the DOE in December 2004 calling for a 3% to 5%‘
voluntary decrease in carbon intansity by the utility sector between 2002 and 2012. Currently, Ameren |s considering various initiatives to comply with
the MOU, including increased generation at our nuclear and hydroelectric power plants, increased efficiency measures at our coal-fired units, and
investing in renewable energy and carbon sequestration projects.

The EPA has been conducting an enforcemant initiative to determine whether modifications at a number of coal-fired power plants owneq by
elechic utilities in the United States are subject to New Source Review requirements or New Source Performance Standards under the Clean Air Act.

The EPA's inguirias focus on whether the best available emission contral technology was or should have bean used at such power plants when major
maintenance or capital improvements were made.

In April 2005, Genco received a request fram the EPA for information pursuant to Section 114{a} of the Clean Alr Act, seeking detailed operating
and maintenance history data with respect to its Meredosia, Hutsonville, Coffeen and Newton facilities, EE!'s Joppa facility, and AERG's E.D._Edwards
and Duck Creek facilitias. All of thase facilities are coal-fired plants. The information request requires Genco to respond to specific EPA questions about
certain projects and malntenance activities in order to determine its compliance with certain Illinois air pollution and emissions rules and with the New

Source Performance Standards required by the Clean Air Act. This information request is being complied with, but we cannot predict the outcome of this
matter.

We are unable to pradict the ultimate effect of any new environmentali regulations, voluntary compliance guidelines, enforcement initiatives, or
legislation on our resuits of operations, financial position, or liquidity. Any of these factors could result in a significant increase in capital expenditures,
penalties and operating costs for UE, Genco, CILCO {primarily through AERG) and EE|. Therefore, such factors coutd also result in increased financing
requirements for these Ameren companies. Although costs incurred by UE would be eligible for recovery in rates over time, subject to MoPSC approval
in 2 rate proceeding, there is no similar mechanism for recovery of costs by Genco, AERG or EE! in llinols.

UE's, CIPS’, CILCO's and IP's participation in the MISO could continue to increase costs, reduce revenues, and reduce UE's, cips’,
CILCO's and IP's control over thelr transmission assets. Genco could also incur increased costs or reduced revenues by its participation in
the MISO Day Two Ensrgy Market.

On May 1, 2004, functional control of the UE and CIPS transmission systems was transferrad to the MISO. On September 30, 2004, IP
transferred functional control of its transmission system to tha MISO. CILCO had transferred functional control of its transmission system to the MISO
befora its acquisition by Ameren. UE, CIPS, CILCO and IP may he required to incur expanses or expand their transmission systems accarding to

decisions made by MISO rather than according to their internal planning process. See Note 3 — Rate and Regulatory Matters, to our financial statements
under Part I, [tem 8, of this report.

The MISO Day Two Energy Market, which began operation on April 1, 2005, is designed to improve transparency of power pricing and efficiency
in generation dispatsh. This is a new and complex market, which has incurred significant price volatility and suboptimal dispatehing of power plants, in
addition, the sale of power in this market-based environment has resulted in unanticipated transmission congestion and other settiement charges.

Until we achieve a greater degree of operational experience participating in the MISO, inciuding the MISO Day Two Energy Markat, there is _
considerable uncertainty as to the impact of our MISC participation. In addition, there is uncertainty regarding whether we will continue to participate in
MISQ, as well as the impact of ongoing RTO deveiopments at FERC. Wa are unable to predict the impact these issues could have on our results of
operations, financial postiion, or liquidity.

Increasing costs associated with our defined beneflt retirement plans, health care plans, and other employee-related benefits may
adversaly affect our results of operations, financial position, or tiquidity.

Woe offer defined benefit and postretirement pians that cover substantially all of our employees. Assumptions related to future costs, retums on
investments, interest rates, and other actuarial assumptions have a significant impact on our eamings and funding requirements. At December 31, 2005,
assuming continuation of the recently expired federal interest rate relief beyond 2008, we do not expect future contributions to be required to maintain
minimum funding levels for Ameren’s pension plans until 2011, at which time we would expect a required contribution of $100 millior to $150 million. If
faderal interest rate relief is not continued In its most recent form, $200 million to $300 million may be needed in 2009 to 2010 based on other recent

federal legislative proposals. In the meantime, we may continue our practice of making voluntary contributions to maintain more prudent funded levels
than minimally required. These
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U.S. Steam Production Heat Rates
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U.S. Steam Production Heat Rates
(a Plant with a 20,000 heat rate burns twice as much fuel (measured in Biu's)
per kWh of output as a Plant with a 10,000 heat rate)

Heal Rate,
Year Blu per kWh

1902 92,500
1932 20,700
1941 18,600
1949 15,033
1955 11,699
1960 10,760
1970 10,494
1980 10,338
19980 10,402
2000 10,201
2005 10,241

Table 6. Approximate Heat Rates for Electricity, 1949-2005. hitp://iwww eia.doe.gov/Aer/Txt/stb1306.x!s
and Appendix A, History of the U.S. ElectricPower Industry, 1882-1991

hiip://www.eia.doe.govicneaf/electricity/page/electric kid/append a biml visited on 11/16/2008
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Additlon to the Pro Forma Depreciation Reserve
For the Accruals in the Period 7/2006 to 12/2006

That Result from the Depreciation Accruals on the "Existing" Plant.
{"Existing" Plant is the Plant Investment That Existed as of June 30, 2006)

1. Annual Depreciation Expense
At the Current Depreciation Rates

On the Investment as of June 30, 2008." $ 319,192,698
2. Divide by 2, to Determine Six Month's Value 2
3. Six Months Annual Depreciation Expense $ 159,596,340

on the Existing Investment.
4. Allocation to the Missouri Jurisdiction? 0.9905

5. 7/12006 to 12/2006 Annual Depreclation Expense
on the Existing Investment-Mo. Jurisdictional $ 158,081,873

1. Source: AmerenUE Depreciation "Rate Adjustment”

Workpaper, Provide in Response to MPSC 1(c)

(*rate adjustment” is non-confidential per 12/13/06 E-mall from Jim Lowery{AmerenUE})
This does not include amortizations, or Coal Cars , Transpontation equipment (Acct 392) or
Power Operated Equipment {Acct.396), because they receive special treatments

that may not result in them adding to the depreciation reserve.

2. Source

Missouri Jurisdiction from Company Schedule GSW- E-21.2: 3 4,495,359,000
Total from Company Schedule GSW- E-21-2; $ 4,538,426,000
Ratio -Mo Jurisdictional Divide by Total 0.9805
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$1,000 Investment Instalied in 1962

Account 364 - Distribution Poles and Fixtures

Non-Proprietary

Average Life in Years:' 43
A B C=BiBpnor v-1 D E = Eprior v."B/Bpior v+ F=ED
U.s. CPI-U One Year Investment Amount, Net Net Salvage
Year Index* inflation Original Cost Salvage® Percent
1962 30.20 $1,000 In1962% -$209 in 1962 % -21%
1963 30.60 1.3% $1,000 In1962% -$212 in19634 -21%
1964 31.00 1.3% $1,000 In1962% $214 in 1964% -21%
1965 31.50 1.6% $1,000 In1962§ -$218 In1965% -22%
1866 32.40 2.8% $1,000 In1862% -$224 In1966 % -22%
1967 33.40 3.1% $1.000 In1962% -$231 In1967% -23%
1968 34.80 4.2% $1,000 In1962 % -$241 In1968 8% -24%
1969 36.70 55% $1.000 In1962% -$254 In1969 % -25%
1870 38.80 5.7% $1000 In1862% -$268 In 19708 -27%
1971 40.50 4.4% $1,000 In1962 8% -$280 In1971 % -28%
1872 41.80 32% $1,000 In1962% -$289 In1972 % -29%
1973 44 40 6.2% $1,000 In1962 % -$307 In1973 % -31%
1974 49.30 11.0% $1,000 In1962 % -$341 In1974 % -34%
1975 53.80 9.1% $1,000 In1562 % -$372 In1975% -37%
1976 56.90 5.8% $1,000 In19628% -$363 In1976 % -38%
1977 60.60 6.5% $1,000 In1962% -$419 In1977 % -42%
1978 65.20 7.6% $1.000 In1962% $451 In1978 % -45%
1979 72.60 11.3% $1,00C In1962% -$502 In1979 % -50%
1980 82.40 13.5% $1,000 In1962§ -$570 In1980 % -57%
1981 90.90 10.3% $1,000 In1962% -$628 In1981 % -63%
1982 96.50 6.2% $1,000 In1962 8% -$667 In19828% -67%
1883 99.60 3.2% $1.000 In1962% -$688 In1983 % -89%
1984 103.90 43% $1,000 In1962% -$718 In1984 % -72%
1985 107.60 3.6% $1.000 In1962§ -$744 In1985% -14%
1986 109.60 1.9% $1.000 In1962 % -$758 In1986$ -76%
1987 113.60 3.6% $1,000 in1962 % -$785 n1987 8% -79%
1988 118.30 4.1% $1.000 In1962% -$818 In1988 % -82%
1989 124.00 4.8% $1.000 19628 -$857 In1989 % -86%
1890 130.70 5.4% $1.000 In1962% -$903 In1990 % -80%
1991 136.20 42% $1.000 In1962% -$941 In1991 % -94%
1992 140.30 3.0% $1,000 In1962 % -$870 In1992% -97%
1993 144.50 3.0% $1.000 In1962% -$999 (n1993% -100%
1894 148.20 2.6% $1,000 In1962% -$1,024 In1994 % -102%
1995 152.40 2.8% §1,000 In1962% -$1.053 In1995 % -1058%
1996 156.90 3.0% $1.000 In1962§ -$1,085 In1996 % -108%
1997 160.50 2.3% $1,000 In1962% -$1,109 In1997 % -111%
1998 163.00 1.6% $1,000 In1962% <$1,127 In1998 % -113%
1999 166.60 22% $1000 (n1962 % -$1,152 In1999 % -115%
2000 172.20 34% $1.000 In1962% -$1,190 In 2000 % -119%
2001 177.10 2.8% 31,000 In1962% -$1.224 In2001 § -122%
2002 179.88 1.6% $1,000 In1962% -$1,243 In2002 % -124%
2003 183.96 2.2% $1,000 Int962% -$1,272 In2003 % -127%
2004 188.90 2.7% $1,000 In1962% -$1,306 In2004 % -131%
2005 195.3C 3.4% $1,000 In1962$ -$1,350 In2005 % -135%

* AmerenUE Depraciation Study, Schedule JFW-E1, page C-95.

? The Consumer Price indexUrban Index (CPI-U) shown was obtained from:
http:/finflationdata.com/infiation/Consumer_Price_Index/HistoricalCPl.aspx, visited 11/30/06.
The CPI-l is compiled by the Federal Bureau of Labor Statistics.

* Net Saivage = Gross Salvage - Cost of Removal. For Poles, the Gross Salvage is generally small,
and the Net Salvage is primarily the result of the Cost of Removal.
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AmerenUE's Response 1o
OPC Data Request
MPSC Case No. ER-2007-0002
AmerenUE's Tanff Filing to Increasa Rates for Electric Service
Provided to Customers in the Company’s Missour Service Area

Requested From: Bill Dunkel

Data Request No. OPC 5006

Referring to page B-82 of the 2005 Gannett Fleming depreciation study pertaining to the electric
utility {Schedule JFW-E1) on the year ;2005 lina:

(8) Is it comrect that the figure in the , cost of removat percent;, column is the cost of remaval in
2005, divided by the original cost for the retired invastment, with that original cost as recorded
back when the investment went into service? if this is not a comrect statement, provide the
cotrected staternent.

(b) Is it a correct statament that, everything else being equal, the greater the inflation betwaen
the time the investment went into service, and the time it was retired, the higher the cost of
removal percent would be? If this is not a correct statement, provide the correcled statement.
(c) If the Future Net Salvage percent is set equal to the historic net salvage percent as
determined from the historic data shown on pages B-81,8-82, and B-83, does that effectively
assume that future inflation wiit be the same as past inflation? f not, explain why not.

Rasponse:

a) Comect. It is the accepted accounting convention to state Property, Ptant and Equipment at its
original cost when acquired.

b) Yes, that is correct.

) Yes, that is the assumption when viewed over a long terr period of 30 to 40 years.
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AmerenUE's Response to
CPC Data Raqguest
MPSC Case No. ER-2007-0002
AmerenUE's Teriff Filing to Increase Retes tor Eleclric Service
Provided to Customers in the Company's Missouri Service Area

Requested From; Bill Dunkel

Data Request No. OPC 5005

Relamming to page B-82 of the 2005 Garnett Fleming depreciation sfudy pertaining to the electric
utility (Schedule JFW-E1) on the year ;2005,, line:

(&) Is it correct the dollar amount in the ¢ regular retirement¢, cofumn is the original cost of the
retired piant? i this is not a comed statement, provide the comected statement.

(b) On the year (2005, line, if the ¢ reguier retirement;, column included the retirement of an
investment that went into service in the year 1965, is it comect the dollar amount included in the
Jreguiar retirement;, column for that investment would be the original cost as recorded in the
year 19657 if this is not & corract statement, provide the comected statement.

{c) On the year ;2005¢ line, if the ¢regular retirementy, column included the retirement of an
investment that went into service in the year 1985, is it comect the doliar amount inciuded in the
Lregular retirement, column for that investment would be in 1965 dollars? in other words, is #
correct you have not made any adjustmant for inflation or for the change in the values of a dollar
over ime to that ;oniginal cost’ amount that was recorded in 1965 dollars? If this is not & comect
statemant, provide the comrected statement.

{d) On the year ¢2005, lina, is it correct that the amount in the ¢ cost of remaval amount;,
column is the cost paid in the year 20057 If this is not a cormect statement, provide the corrected
stalement,

{e) On the yaar £ 2005, lina, is it correct that the amount in the ;cost of remaoval amounty,
codumn is the amount in year 2005 dollars? If this is not a corredt statement, provide the
cofrected statement.

Response:

a) Correct. The retirement amounts listed are the ofiginal cost of retired plant recorded in that
accounting year.

) b} Comrect. The retirement amount listed for 2005 includes the original cost amount for poles
instalied in numerous years. The retirement amounts listed are stated at original cost.

¢) Correct.
d) Corect.

o) Correct.

Prepared By: John Wiedmavyar
Title: Project Manager, Depreciation Studies
Date: December 7, 2006
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U.S. Consumer Price Index-Urban (CPI-) Non-Proprietary

CPI-U Annual
{ndex Inflation

31 9.
1.0%
: 1.0%
191 10. 7.9%
. 17.4%
1015 . 18.0%
T31H 73 14.6%
' 15.6%
1921 K -10.5%
1922 16, -5.1%
. 1.8%
. 0.0%
. 2.3%
197 TT. 1.1%
;ga };?g 1.7%
. -1.7%
192 17, 0.0%
1030 1%, 2.3%
1051 13,20 -9.0%
. -0.9%
LKk 13 5.1%
1034 kX 3.1%
k) TS, 290,
193 I3. 1.5%
3.8%
-2.1%
-1.4%
0.7%
5.0%
10.9%
6.1%
) 1.7%
154 18?3 2.3%
132 19 8.3%
153 22.3 14.4%
T34 . 8.1%
154 Pk} -1.2%
19308 23, 1.39%
1531 26.00 7.9%
. 1.9%
7 7e. 0.8%
103 26, 0.7%
-0.4%
1.5%
3.3%
2.8%
0.7%
} 1.7%
1961 0. 1.0%

Schedule WWD 9-1




CPI-U

index
19 31
1965 31,508
156 32.40
196 7‘ 33.4(#
1963 34.30)
196 36.70
1870 ;
1971 40.5

197
197 12.6
1 3.4

202,

1982 to 1984=100

Source: http:/finflationdata.com/Infiation/Consumer_Price_Index/HistoricalCPl.agpx

U.S. Consumer Price Index-Urban (CPi-L))

Annual
Inflation

1.0%
1.3%
1.3%
1.6%
2.9%
3.1%
4,2%
5.5%
57%
4.4%
3.2%
6.2%
11.0%
9.1%
5.8%
6.5%
7.6%
11.3%
13.5%
10.3%
6.2%
3.2%
4.3%
3.6%
1.9%
3.6%
4.1%
4.8%
5.4%
4.2%
3.0%
3.0%
26%
28%
3.0%
2.3%
1.6%
2.2%
3.4%
2.8%
1.6%
2.3%
2.7%
3.4%
3.9% Valus in June, 2006

Visited on November 30, 2006

Non-Proprietary

Schedule WWD 9-2




(1)
(2)

(3)
4)

LR A

Company: AmerenUE

Account Number: 364

Account Name: Poles and Fixtures-Distribution
Avg Life: 43

Adjusting Net Salvage Percent

Non-Proprietary

For Future Annual Inflation Rate of  2.50%
Original Cost Net
Of Investment Net Salvage
Retired Salvage Percent
Average in Last 10 Years' $1,880,364 -$2,960,447  -157%
Average Annual Historic Inflation 4.31%
Rate Over the Average Life
For investments That Retired
in the Last 10 Years?
Remove Historic Inflation® $1,880,364  -$481,629 -26%
Adjust Net Salvage for $1,880,364 -$1,392,638 74%
Future Inflation At:*  2.50%
Source Notes:
Page 2 of This Document
Page 3 of This Document
-$2,960,447 / (+1+ 0.0431 )* Pol= -$481,629

-$481,629 *(+1+ 2.50% )* Pol= -$1,392,638
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Company:
Account Number:
Account Name:
Avg Life:

AmerenUE
364

Poles and Fixtures-Distribution

43

Historic Net Salvage Data-Retirements Last Ten Years

1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Total-10 Years
Average in Last 10 Years

Per Million of Original
Cost at Historic inflation

Regular Net
Retirements Salvage
{Original Cost)
$2,502,125  -$3,006,896
$2,307,518  -$3,228,311
$1,253,244  -$3,052,025
$2,183,536 -$3,149,686
$1,232,534 -$2,776,018
$2,039,883  -$2,717,941
$2,515869  -$2,129,234
$1,663,204  -$2,988,607
$1,644,166  -52,840,686
$1,661,473 -$3,615,069
$18,803,642 -$29,604,473
$1,880,364  -$2,960,447
$1,000,000 -$1,574,401

Source: This Account on Pages B-81 to B-141,
AmerenUE Depreciation study, Schedule JFW-E1.

-157%

-157%

Non-Proprietary
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Company: AmerenUE Non-Proprietary
Account Number: 364

Account Name:  Poles and Fixtures-Distribution

Avg Life: 43

Calculation of the Average Annual Inflation Rate
Between Plant in Service and Retirement
For Average Life Investment Retired in the Last Ten Years

Historic

Inflation

Ratio, Average Average
CPI-U CPI-U Installto  Annuat Annual

Retire Average  Average Install Removal Removal Inflation Inflation Over
In Year Life Installed In Year Year _Period Factor _ Average Life
(A) 8 CH=A-B) D) (Ey (F=(EMD) (G)= (HF=
(FYA(14B)) ((G)-1)*100%
1996 43 1853 26.70 156.90 588 1.042045 4.20%
1997 43 1954 26.90 160.50 5.97 1.042414 4.24%
1998 43 1955 26.80 163.00 6.08 1.042879 4.29%
1999 43 1956 27.20 166.60 6.13 1.043049 4.30%
2000 43 1957 28.10 172.20 6.13 1.043062 4.31%
2001 43 1958 28.90 177.10 6.13 1.043061 4.31%
2002 43 19859 29.10 179.88 €618 1.043272 4.33%
2003 43 1960 29.60 183.96 6.21 1.043403 4.34%
2004 43 1961 20.90 188.80 6.32 1.043801 4.38%
2005 43 1962 30.20 195.30 647 1.044368 4.44%
Average Last Ten Year 6.15 4.31%
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Account Account
Number' Name
Transmission:

354 Towers and Fixtures

355 Poles and Fixtures-Transmission

356 Overhead Conductors and Devices-Transmission
Distribution:

384 Poles and Fixtures

365 Overhead Conductors and Devices

366 Underground Conduit®

367 Underground Conductors and Devices

369.01 Overhead Services
369.02 Underground Services

Notes:
(1}
2)
(3

(4)
(5)

®

373 Street Lighting and Signal Systems
Total
Allocate to the Missouri Jurisdiction®

Differenca at 2.5% Future Annual inflation Rate

HOABD AN o W o

impact of Utllizing 2.5% Annual Future Inflation
In Determining Future Net Salvage In the Electric
"Mass" Accounts {Transmission and Distribution)

Investment
12/31/2005°

68,198,477
103,511,061
112,346,062

653,216,782
712,573,522
164,964,341
447,520,715
123,917,172
118,053,966
100,172,902

Transmission and Distribution accounts with significant net saivage §.
From Pages Hi-4 to lil-7, AmerentE Depreclation Study, Schedule JFW-E1
From Pages C-1 1o C-142 for the listed account, AmerenUE Depreciation Study, Schedule JFW-E1
This does not imply endorsement of the AmerenUE proposed annual accruals.

Everything else is kept constant fo isolate the impact of the difference in future inflation rates.

AmarsnUE
Proposed Annual
Accrual Prior to
Appilication of

Salvage Percent’

1,050,257
1,987,389
2,041,020

15,218,126
15,177,816
2,540,451
8,458,142
3,340,489
2,618,125
3,035,239

LR R R RN “ 4 .

AmarenUE AmerenlE
Proposed Proposed
Net Salvage  Net Salvage
Percent Annual §*
-10% § 105,026
B0% § 1,788,850
-25% % 510,255
-135% $ 20,544,469
50% $ 7.588,008
50% $ 1,270,225
25% § 2,114,535
-200% $ 6,880,978
B80% $ 2,004,500
-45% § 1,365,858
$ 44,063,405

From Pages C-1 to C-142 for the listed account, AmerenUE Depreciation Study, Schedule JFW-E1

The Net Salvage for Underground Conduit is highty positive for the Last 10 years, and is positive overall.
This positive net salvage is primarily as the resylt of a very large gross salvage in 2004.
To be conservative | will use zero net salvage instead of the large positive net salvage indicated by the data.

Ratio from AmerenUE Schedule GSW-E-21-2

Net Salvage
Percent At
2.5% Future
Annual
Inflation

-5%
6%
A%

-74%
-30%

0%
-28%
-95%
64%
-22%

Net Salvage

Annual $ At

2.5% Future
Annual

Inflation

$ 48,682
$  (112,080)
$ 81,685

$ 11,270,874
$ 4,623,860
$ -
$ 2,365710
$ 3,185940
$ 1,663,694
$ 682,006

$ 23,810,370

Non-Proprietary

Difference
In
Annual

Accruals

{56,344)
(1,900,730}
(428,570)

{8,273,596)
(2,965,048)
{1,270,225)
251,175
(3,495,038)
(430,806)
(683,851)

o LR R K R L K R

{20,253,034)
0.9905

($20,060,630)
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AmsrenUE's Response to
MPSC Staff Date Request
MPSC Case No. ER-2007-0002
AmerenUE's Tartff Fiiing to Increase Rales for Electric Service
Provided to Customers in the Company’s Missouri Sarvice Area

Requested From:  Warmen Wood

Dala Raquest No.  MPSC 0455

Al Ameran's May 2, 2008 annual meesting of shareholders, geveral matters were presented in
the mesting for a vote. itemn (4) is described as a *Shareholder propoeat requesting evaluation of
20-year axtensgion of Callaway Plant Operating License.” Pleass provide a complets copy of the
material provided to shareholders describing this item before the sharaholder vote was laken.

Rssponse:

The only matsriat provided to Ameren Corporation’s shereholders in advance of tha shareholders
vote on the above referenced fem (4) is the attached proxy statemaent for Ameren Corporation's 2006
annwel meeting of sharehokiers.

Prepured By: Ronald Evens
Tite: VP & Deputy General Counsal
Date: November 28, 2008
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2
%',Amemn

NOTICE OF ANNUAL MEETING OF
SHAREHOLDERS AND PROXY STATEMENT OF
AMEREN CORPORATION

Time and Date:  9:00 AM.
Tuesday
May 2, 2008

Place: The Saint Louis Art Museum
Forust Park
One Fine Arts Drive
8t. Louis, Missourl
{Frea parking will ba availahle)

iMPORTANT

if you plan to attend the annual mesting of shareholders, please advise the Company in
your proxy vote {by telephone or the internet or by checking the appropriste box on the proxy
card) and bring the Admission Ticket on the bottom of your proxy card. Persons without tickets
will be admitted to the meeting upon verification of their sharehokiings in the Company. if your
shares are heid In the name of your broker, bank or other nomines, you must bring an account
statement or letter from the nominve indicating that you were the beneficlal owner of the shares

on March 6, 2008, the record date for voting. Pisase note that cameras and other recording
devices will not be sifowed in the meeting.

Please vote by proxy (via teiephone or the Intemet or the enclosed proxy card) even if you own

only a faw shares. If you attend the meeting and want to change your proxy vote, you ¢an do so by
voling in persan at the meeting.
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ftam (3): Ratification of the Appointment of Indepandent Auditors for the Fiscal Yesr Ending
December 31, 2006

The Company is asking its sharehoklers to ratify the appointment of PricewaterhouseCoopers LLP
{("PwC") as the Company's independent auditors for the fiscal yesr ending December 31, 2008. PwC
was appointed by the Audit Committee.

Although ratification by the sharsholders is nol required by law, the Board of Directars hes
tiatermined that it is desirable to request approval of this selection by the shareholders. in the event the
sharehoiders fall to ratify the appointment, the Audit Committes will consider this factor when making
any defarmination regarding PwC. Even if the selection ia ratified, the Audit Commitiee in its discretion
may direct the appointment of a different indepandent accaunting firm at any time during the year if it
detarmines that such a change would be in the best interests of tha Company and its shareholders,

Passage of the proposal requires the affirmative vata of a majority of the shares enlitied to vote on
the proposal and reprasented in person or by proxy al the meeting at which a quorum is present.

YOUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE

RATIFICATION OF THE APPOINTMENT OF PWC AS INDEPENDENT AUDITORS FOR FISCAL
YEAR ENDING DECEMBER 31, 2008.

Ham {4): Shareholder Froposat Requesting an Evaluation of a 20-Year Extension of the
Callaway Nuciear Plant Operating License

Proponents of the shareholder proposal describad beiow notified the Company of their intention fo
attend the Annual Meeting to present the proposal for consideration and action. The names and
addresses of the proponants and the number of shares they hoid will be furnished by the Secretary of
the Comnpany upon receipt of any telephonic or written request for such information.

WHEREAS:

The Nuclear Reguistory Commission (NRC) issues 40-year operating licenses for commaercial
nuclear power plants, and allows thesa licenses to ba renewed for an additional 20 years,

A nuclear power plant ticensee seoking to renew its original license must submit an application to
the NRC that:

» Identifiss any reactor system, struckure and component that could be affacted by the adverse
consequences of additional aging during the proposed 20-year extended period of operation;
» Analyzes the environmental, heaith and safaty effects of extended reactor operation.

Some licensees have aiready received 20-year extensions of their original 40-year licenses. A
hcensee is allowed lo apply to renew its license within the 20 years prcr to the license expiration.
Because Ameren's Cellaway Plant in Missouri began operating In December 1984, its operating
license is dus to expise in 2024, Ameren is therafore allowed to apply to renew its licenss within the
current twenty years.

RESOLVED:

Shareholders request that Ameren prepare a report, at reasonable cost, omiiting confidential
information, end available within six months of the 2006 annual meeting, that discloses the company's
evaluation (pros and cons) of applying for a twenty-year extension of Caltaway's current 40-year
operating license.

24
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SUPPORTING STATEMENT

We believe there gre concerns about extending the operating life of the Caflaway nuclear power
plant bayond the 40-year duration for which the plant was originally designed. including:

- A 2005 National Academy of Sciences report presents new information that even low doses of
tonizing redlation may cause adverse genetic and other heatth effects. [“Health Risks from Exposure to
Low Levels of lonizing Radiation,” BEIR VIi — Phase 2);

- Due to the satirement of experiencad employees and the Industry-wide shortage of trained
replacement employees, working conditions at nuclear power plants may become increasingly
dangerous. Recruitment may continue {0 be difficult because of more widespread recognition of
radiation hazards;

-~ Jeologic, aconomic, ransporiation and security concems about the proposed Yucca Mountain,
Nevada, high-tevel radioactive waste disposal facility have made the ultimate disposal of Cellaway'’s
lradiated fuet rods uncertain. Political and capacity concems at the Bamwell, South Carolina, low-level
radioactive waste facility aiso make the disposition of Callaway's low-level wasta uncertain;

~ Planned and accidental releases of radicactive waste from Callaway o the Missouri River and
the atmosphere during an additional 20 years may impact upon the haalth of downstream and
downwind residents;

- In addition o the costs of operating end maintaining nudlear power plants, ufiities are faced with
the expense of repiacing many components and retrofitting others as the planls age. For example,
after only 20 years, Ameren had to replace massive, gxpensive sieam generators that were supposed
to have lasted for the plant's entire 40-year licensed operation. Such expenditures could add
aubstantially to the cost of generating electricity.

Ameren remains moralty responsible and financially iable for Callaway into the indefinile future,
We believe this report is essential for Amerons realistic and responsible, economic and ethical
planning and for its accountability to its sharehoiders.

YOUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE AGAINST ITEM (4).

The Board is of the opinion that the concamns about exiending the operating ficense for the

Callaway Plant ara premature, unnecessary and would increase axpenses without commensurate
incraase in relevant information.

* At this time, Ameren has not decided whather it will pursue ranewal of the operating licensa for
the Callaway Plant. The U.S. Nuclear Regulatory Commission ("NRC") rules congider a kicense
renewal application to be timely if submitted five years before the expiralion of the plant
licanse. Because the operating ficense for the Callaway Plant does nof expire until 2024, an
application in 2019 would be considared timely. Therefore, any evaluation at this juncture
wouid simply be premature. At this tima, Ameren is monitaring the deveiopments in the nuclear
indusiry in license renswal and will bansfit from the avaluations and assessments performed
by other utilities and the NRC.

* The NRC has prepared a comprehensive Generic Environmental impact Statement ("GEIS™}
evaluating the impact of environmental effects that would be associatad with Jicense renewat at
any nuclear power plant site. The GEIS evaluates whather extended operation of a nuclear
power plant would have any impact ont human health, and bases this evakuation on a linear
no-threshotd model that assumes risk at any leve! of exposure (o radiation, consistent with the
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recommendations of the 2005 National Academy of Sciences Report. The GEIS also evaluates
the disposal of high and low level radicactive waslae, the reioese of plant effluentis, and
accident nisk. Consequently, a generic evaluation of the proponent’'s concerns already exists.

*  Numerous older plants hava atready appliad for icense renewsl. Tha operators of those plants
have not identified the need for any major plant refurbishment. Rather, aging of important
systems, structures and components is addressed by ongolng maintenance and survelilance
programs, and routine replacements of cerlein components over the life of the plant.

« If Ameren were o apply for renewal of the operating licensa of the Callaway Plant, it would be
required under tha NRC's nilas to prapars an integrated Plant Assessment demonstrating that
the effects of aging will be adequately managed. Ameren would als0 be required {0 prepare a
site-spacific supplement to the GEIS which would include an evaluation of the potential impact
on the environment ¥ the Callaway Plant operaies for anather 20 years. The NRC would
provide public notice of the application and provide an cpportunity for hearing upon the request
of any person whosa interest might be affected. Thersfore, If Ameran were to decide to pursue
renewal of the Callaway Plant operating licanse in the future, the appropratensss of a renswal
would be addressed in fufl and open regulatory procesdings.

Ameren's Health and Safety Policy and Environmental Policy evidence the Company’s
commitment to protecting s employees, the public and the environment. Ameren fullliis its
commitment to safety and environrmenial compliance by maintaining a corporate cufture that
recognizes safety and environmental compliance and stewardship as measurable goals. Cperating the
Callgway Plant in a safe and environmentally sound manner is an imponant part of these policies. The
Board of Directors established the Nuclear Oversight Committee 1o assist the Board in providing
oversight of the Caliaway Plani's operations {including safsty and environmental concems) and advise
the Board In developing and implementing long-term strategles and plans relating %o the Callaway
Plant. Ameren's Safety and Health Policy and Environmaental Poficy, togethsr with Board oversight and
reguiation by the NRC, will appropriately and adequately address the potential issues raised by this
proposal. Accordingly, the Board of Directors unanimously recommends voting AGAINST ITEM 4,

Passage of the proposal requires the affirnative vote of 8 majority of the shares entitiad to vote on
the proposal and represented in person or by proxy al the mesting at which a quorum is present,

flam (8): Other Mattors

The Board of Diractors does not know af any matter, other than the election of Directors, approval
of the Ameren Corporation 2008 Omnibus incentive Compensation Plan, ratification of the appointment
of indepsndent auditors, and the sharsholder proposal set forth above, which may be presented to the
meeting. Howevar, if any other matters should propery come bafora the meeting, it is the intentlon of
the persons named in the enclosed proxy to vote thereon in accordance with their best judgment.
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Plant Receives Upgrade

BCALLAWAY COUNTY - A steam cloud can usually be seen over part of Callaway County, but
jthat's been missing lately. Ameren has made major upgrades on their nuclear plant, and two
almaonths and $300 million later, the plant is almost ready to re-open.

At first glance it might took like a scene from a sci-fi movie, but the glow of Callaway County is actually the
glow of a nuclear fuel assembly.

"After the first 20 years of operation we have rejuvenated the plant. It's basicaily ready for the next 20 and
the 20 beyond that," Ameren Chief Nuclear Officer Chuck Naslund said.

More than 3,000 contractors, from all 50 states and nine countries are working to finish the $300 million
upgrade, all in hopes of extending the Plant's cperating license past 2024,

"The electric generator actually produced the electricity. And on an average day during the year that one

generator produces about 20 to 25% of all the electricity on the Ameren-UE system," Ameren Public
Relations Official Mike Cleary said.

But it's the new 400 ton steam generatars that have made up the bulk of this improvement. It took a month
long jeurney from France, to New Orleans, under the St. Louis Arch and finally inte the Callaway Plant. The
generators turn the turbines in the top of the Caliaway Plant. The turbine floor is about the size of a football

field. During the shutdown and refueiing process workers here are replacing all four turbines. Total cost
about $60 million.

"Over time ail of our costs eventually show up in your bilt but if we have offsetting savings like more power
using the same amount of fuel, that can help pay for this without raising rates,” Ameren Officials said.

Ultimately, the Missouri Public Service Commission gets to decide how much Ameren ¢an increase rates.
This decision won't be made until at least 2007.

Kay Drey of the Nuclear Information and Resource Service thinks the Plant is doing anything but improving.
" do have a whole drawer on steam generators. [t's my favorite faulty part,” Drey said.

Drey has been fighting the Callaway Plant since before it was even built. Since 1974 |'ve been studying this
technology.

"The more | study it the less | like it," Drey said. "You could lose a piece of the United States the size of
Pennsylvania. That can happen. There can be very serious accidents.”

Drey says the Plant is dangerous even during norral operation.

"Every nuclear power plant releases radicactive gases, radicactive liquid waste into the environment. It does

not {ake an accident,” Drey said. "Gee just read this... If your proteciive clothing gets ripped, tarn, or wet,
you must leave the area immediateiy.”

But regardless of whether this plant is safe or dangercus, or whether it makes electric bills higher or lower, it

wilf be back online, stronger than ever. Ameren says the upgrades will increase the total cutput of the plant
by 60 mega watts, that's about 5% more power.
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