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Q: Are you the same David Rearden that filed Direct Testimony in this 1 

docket? 2 

A: Yes. 3 

Q: What is the purpose of your rebuttal testimony?  4 

A: I respond to Mr. Weiss’ Rebuttal Testimony.  In particular, I continue to 5 

hold that the Commission should not grant a certificate to Ameren 6 

Transco, but rather to AmerenIP.  I am not persuaded by Mr. Weiss’ 7 

arguments.  8 

Q: Please briefly review the analysis presented in your direct testimony.  9 

A: Staff found that Ameren did not support its contention that the added debt 10 

from the project would lower AmerenIP’s credit rating (and thereby harm 11 

ratepayers due to higher borrowing costs).  Since it appeared that there 12 

are no benefits to ratepayers, I argued that the expected costs from 13 

creating Ameren Transco and granting it a certificate exceeded the 14 

expected gains.   15 

Q: How did you characterize the potential costs to ratepayers from the 16 

Applicants’ proposal? 17 

A: I gave two sources for incremental social costs.  One was the increased 18 

cost to monitor utilities, and two was the potential for affiliate abuse.   19 

Q: How does Mr. Weiss challenge your conclusions with respect to 20 

increased cost to monitor utilities?  21 
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A: He asserts that, “the Commission’s resource requirements have varied 22 

over time irrespective of the ‘current regulatory framework and the 23 

regulated utilities organizational structures,’” but Staff employee numbers 24 

have not changed in lock step with those changes. (Weiss Rebuttal at 4) 25 

In particular, he cites the AmerenUE merger with AmerenCIPS and 26 

Ameren’s moves to make its tariff book more uniform.  Mr. Weiss states 27 

that he is not aware that the Commission’s Staff size was reduced.  He 28 

asserts that as a result, Ameren Transco does not significantly impair 29 

Staff’s ability to monitor the Ameren utilities.  30 

He also argues that Ameren Transco requires considerably less 31 

monitoring, because it will not have any retail customers, file rate cases or 32 

maintain rate schedules, and will not have complaint cases.  Therefore, he 33 

states that the social costs are easy to overestimate.   34 

Q: How do you respond to these assertions?   35 

A: I never asserted a direct, short term relationship between Staff personnel 36 

and the regulatory workload.  Of course, the number of Commission 37 

employees and their workload fluctuates, and not always together.  The 38 

headcount of Commission employees has declined over the past few 39 

years.  It has fallen from 353 in fiscal year 2003 to 270 currently.  Given 40 

these figures, it’s reasonable to conclude that the regulatory burden has 41 

been increasing relative to manpower over the past few years.  And it is 42 

difficult to say at this time how resource intensive it will be to monitor 43 
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Ameren Transco.  My point is that regardless of the head count, the public 44 

interest is not served by increasing the Commission’s workload when 45 

there are no benefits to ratepayers.   46 

Q: How does Mr. Weiss dispute your conclusion that regulating Ameren 47 

Transco is problematic?  48 

A: He makes three statements.  One, Ameren Transco is subject to 49 

Commission oversight as a public utility.  Two, the PUA covers 50 

transactions between a utility and its affiliates.  In particular, he states that 51 

the Joint Operating Agreement (“JOA”) being presented to the 52 

Commission, which “…will control and dictate the recovery of costs and 53 

expenses associated with this…Project.” (Weiss Rebuttal at 7)  Three, 54 

even if Ameren Transco does attempt to recover imprudently high costs, 55 

the Commission can be contest that recovery and prevent it.  56 

Q: How do you reply?  57 

A: The PUA grants the Commission the jurisdiction to regulate Ameren 58 

Transco and AmerenIP , and the Commission has the ability to remedy its 59 

imprudent behavior.  While the JOA dictates how to properly allocate costs 60 

and expenses, it does not eliminate the incentive to engage in affiliate 61 

transactions that benefit shareholders at ratepayer expense.  The 62 

additional reporting under the JOA that Ameren has agreed to1 is an 63 

improvement, but it does not eliminate Staff’s concerns about cross-64 

                                                 
1 See Staff Exhibit 3.0 at 4. 
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subsidy.  As a result, I continue to assert that by creating this new utility, 65 

the Commission increases the risk that imprudent cost levels might be 66 

recovered from ratepayers. 67 

Q: Does Staff still contest Ameren’s claim that unless it uses an affiliate 68 

to construct and operate the proposed transmission line its 69 

borrowing costs significantly increases?  70 

A: Yes.  According to Staff witness Phil Hardas, Ameren has not 71 

demonstrated that it requires off-loading this construction project to an 72 

affiliate in order to protect its credit ratings.   73 

Q: Do you continue to hold that as long as this is true that the social 74 

costs exceed the social benefits?    75 

A: Yes.  As long as AmerenIP has not demonstrated any advantage to 76 

moving the debt to an affiliate, I continue to hold that Ameren Transco 77 

should not be granted a certificate. 78 

Q: Please summarize your rebuttal testimony.   79 

A: I continue to recommend that the Commission deny Ameren Transco a 80 

Certificate to operate the transmission lines proposed in Docket No. 06-81 

0179, and instead grant the certificate directly to AmerenIP.  Staff 82 

continues to believe that the arrangement proposed by AmerenIP provides 83 

few or no benefits to ratepayers and carries with it a real risk for harm.  84 

Q: Does this complete your testimony?   85 

A: Yes.  86 


