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[. INTRODUCTION AND SCOPE OF TESTIMONY

Please state your name and business address.
My name is Serhan Ogur. My business address is 527 East Capitol

Avenue, Springfield, lllinois 62701.

Are you the same Serhan Ogur who previously filed direct testimony
in this proceeding?

Yes, | am.

What is the purpose of your rebuttal testimony?

The purpose of my rebuttal testimony is to evaluate the reasons and
arguments presented in Central lllinois Light Company d/b/a
AmerenCILCO, Central |lllinois Public Service Company d/b/a
AmerenCIPS, and lllinois Power Company d/b/a AmerenlP (jointly,
“Ameren” or the “Companies”) witness Blessing’'s rebuttal testimony
(Resp. Ex. 11.0 (Revised)) to oppose the recommendations made in my
direct testimony (ICC Staff Exhibit 4.0) on the issues of procurement of

ancillary services and identification of capacity resources.

Are you making any recommendations with respect to the
Companies’ proposal?

Yes. | am making recommendations on the following aspects of the
Companies’ proposal: (1) procurement of ancillary services, and (2)

suppliers’ obligation to identify physical capacity resources to the

-2-
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Companies. My recommendations on these issues are the same

recommendations made in my direct testimony (ICC Staff Exhibit 4.0).

How is your testimony organized?

Section Il evaluates the reasons presented by Mr. Blessing in his rebuttal
testimony to oppose the recommendation made in my direct testimony
that the suppliers be given the option to self-supply ancillary services.
Section Il evaluates the reasons presented by Mr. Blessing in his rebuttal
testimony to oppose the recommendation made in my direct testimony
that the suppliers not be required to submit any capacity resource
information directly to the Ameren Companies. Section IV summarizes my

conclusions and recommendations.

. PROCUREMENT OF ANCILLARY SERVICES

In your direct testimony, did you make a recommendation with

respect to the procurement of ancillary services?

Yes. | recommended that the pro-forma contracts be modified to give the
suppliers the additional option of self-supplying or self-procuring their

shares of ancillary services. (ICC Staff Exhibit 4.0, p. 28, lines 595-598)

Have you reviewed Section VIII (Procurement of Ancillary Services)
of Ameren Witness Blessing’s Rebuttal Testimony (Resp. Ex. 11.0

(Revised), pp. 43-48)?
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Yes.

Do you agree with Mr. Blessing’s recommendation that suppliers not

be given the option of self-supplying ancillary services?
No. Mr. Blessing’s reasons for his recommendation are unconvincing, as |
discuss below in detail. As a result, | continue to believe that allowing
suppliers to self-supply ancillary services may result in better participation
and more competition in the auction and thus, lower rates for the

ratepayers. Further, there are no costs to the Companies or the

ratepayers associated with granting my recommendation.

What reasons does Mr. Blessing provide for recommending against
suppliers self-supplying ancillary services?

Mr. Blessing identifies four main reasons to support his recommendation:
(1) the potential for creating an undue advantage to a supplier in the
process of self-supply of ancillary services (Resp. Ex. 11.0 (Revised), p.
44, lines 984-985), (2) self-supply of ancillary services is “complex and
costly” (Resp. Ex. 11.0 (Revised), p. 44, lines 987-988), (3) the lack of a
self-supply ancillary services option in the Companies’ proposal may be
transitional (Resp. Ex. 11.0 (Revised), p. 44, lines 990-993), and (4) the

. relatively small contribution to the total expected cost of supply...” of

ancillary services (Resp. Ex. 11.0 (Revised), p. 47, lines 1068-1071).

Please describe Mr. Blessing’s position that there is a potential for

creating an undue advantage to a Supplier.
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Mr. Blessing states: “It would not be proper to create a situation where one
potential BGS supplier may be able to create an undue advantage in the
process by self-supplying Ancillary Services.” (Resp. Ex. 11.0 (Revised),
p. 44, lines 983-985) Mr. Blessing describes how a Supplier can receive

an undue advantage by self-supplying ancillary services as follows (Resp.

Ex. 11.0 (Revised), p. 47, lines 1058-1066):

Q. How could a BGS Supplier receive an undue advantage by
self-supplying Ancillary Services?
A. It is my understanding that while the affected control area

would do its best to attempt to identify and collect the direct costs
associated with the equipment and changes associated with self-
supply, there may be certain costs which are not easily identifiable
or assignable to particular parties. To the extent that the complete,
actual costs for arranging the self-supply of Ancillary Services were
not borne by the BGS Supplier electing this option, the BGS
Supplier might gain an unwarranted competitive advantage relative
to other BGS suppliers.

Do you agree with this reasoning?
No. First, Mr. Blessing is very vague about the facts and premises of his
argument. Although Mr. Blessing states that “there may be certain costs
which are not easily identifiable or assignable to particular parties,” he
neither mentions what those costs are, nor gives an example of such
costs. A general assertion of the possibility of some costs, which are not
qualified or quantified, from which a Supplier “might gain an unwarranted
competitive advantage” is not a sound basis to deny the suppliers a
legitimate option with respect to self-supply of ancillary services.

Second, this potential “problem” of not easily identifiable or

assignable costs that might give a supplier an unwarranted competitive
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advantage is not specific to the context of the lllinois procurement auction

or the BGS Suppliers’ opportunity to self-supply ancillary services. It is an

option that any transmission customer already has under the Midwest

Independent Transmission System Operator, Inc. (“MISO”) Tariff, as |

described in my direct testimony. (ICC Staff Exhibit 4.0, pp. 24-26, lines
525-550)

Third, if the option to self-supply ancillary services were considered
to give some market participants “an unwarranted competitive advantage,”
the Federal Energy Regulatory Commission (“FERC”) would not have
approved it as part of the MISO Tariff. The fact that it was approved by
FERC as a legitimate option supports my position and shows that Mr.
Blessing’s objection is unfounded.

Finally, it is the duty of the control area operators (in this case, the
Companies) in MISO to identify, quantify and assign these costs to market
participants. To the extent the Companies fulfill this function as the control

area operators, such cost discrepancies will not arise and no supplier will

gain an unwarranted competitive advantage over other suppliers.

Please describe Mr. Blessing’s assertion that allowing self-supply of
ancillary services is “complex and costly.”

Mr. Blessing states that “... in order to self-supply, various systems must
be in place to monitor compliance and to initiate the action required of the
BGS Supplier.” (Resp. Ex. 11.0 (Revised), p. 45, lines 1004-1006) Mr.

Blessing adds that “... self-supply of regulation service is particularly
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problematic.” (Resp. Ex. 11.0 (Revised), p. 45, lines 1006-1007) Mr.
Blessing further states that the following two conditions should be met for
self-supply of regulation service: (a) “the subject loads must be metered in
real time so as to allow the individual contribution of each BGS Supplier to
the required regulation action be calculated and transmitted in real time;”
and (b) “the BGS Supplier's response must be measurable by and visible
to the control area.” (Resp. Ex. 11.0 (Revised), p. 45, lines 1007-1011)
With respect to the first condition, Mr. Blessing claims that the
metering capability necessary to see the real-time load of each BGS Load
category is currently not in place and it most certainly cannot be put in
place between a September auction date and start of delivery in January.
(Resp. Ex. 11.0 (Revised), pp. 45-46, lines 1019-1036) Mr. Blessing
states that with respect to the second condition, putting systems in place
to make the BGS Supplier's response measurable by and visible to the
control area in time for delivery in January 2007 can be reasonably
expected even with a September auction.
Finally, Mr. Blessing states that there might be some technical
issues as to “... how a BGS Supplier’s response to a control signal would

be allocated between each of the three control areas.” (Resp. Ex. 11.0

(Revised), p. 46, lines 1042-1044)

Do you find this reason convincing?
No. First, Mr. Blessing’s assertions about complexity and costliness only

apply to one of the three ancillary services that can be self-supplied under
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the MISO Tariff. Mr. Blessing discusses difficulties of self-supplying

regulation service (Schedule 3); however, he does not advance any

arguments to suggest that self-supply of the other two ancillary services,

spinning reserve (Schedule 5) and supplemental reserve (Schedule 6), is

complex, costly or impossible. Therefore, even if one were to accept for

purposes of argument only everything Mr. Blessing states in his rebuttal

testimony concerning regulation service, there would still be no reason to

deny suppliers the option of self-supplying Schedule 5 and Schedule 6
ancillary services.

Second, Mr. Blessing does not cite any MISO source for his
statement that “the subject loads must be metered in real time so as to
allow the individual contribution of each BGS Supplier to the required
regulation action be calculated and transmitted in real time.” (Resp. EXx.
11.0 (Revised), p. 45, lines 1007-1010) | discussed in my direct testimony
(ICC Staff Exhibit 4.0, pp. 24-26, lines 525-550) and in response to
Ameren Data Request 1.03 the necessary arrangements of which | am
aware between a self-supplying supplier, the Companies (as control area
operators), and MISO in order for that supplier to self-supply ancillary
services. The real-time metering capability of the subject load is not one
of those requirements. Furthermore, Mr. Blessing acknowledged, in
response to Staff Data Request SO 1.03, that his statement was not

based upon a citation to particular MISO documents. As an alternative,

the supplier can be asked to supply the ancillary services in real-time
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based on the load forecasts and the difference can be subject to a true-up.

This would work exactly like the settlement of energy charges, since

energy consumption of each load category cannot be measured in real
time, either.

Third, if indeed the Ameren load tranches in the auction are not
eligible for self-supply of ancillary services under the MISO Tariff, then this
option would automatically be void since the language of Ameren’s
proposed supplier forward contracts make supplier performance subject to
MISO rules and procedures. (Resp. Ex. 3.1, p. 19, Section 2.1.a.(vi)) In
fact, the conditional nature of the self-supply of ancillary services option of
a supplier (conditional on approval by MISO) can be explicitly stated in the
BGS contract to give additional comfort to the Companies. As | stated in
my response to Ameren Data Request 1.03, MISO makes its own
independent determination if the supplier and the control area cannot
reach agreement on whether a supplier is eligible to self-supply one or
more of the ancillary services. Therefore, there is no downside to granting
this option to the suppliers conditioned on the suppliers satisfying MISO
requirements for self-supply of ancillary services.

Fourth, Mr. Blessing’s characterization of self-supply of ancillary
services as “quite complex and costly” (Resp. Ex. 11.0 (Revised, p. 44,
lines 987-988) is irrelevant. What is relevant is whether it is feasible to do

so. It is established that under some circumstances, it is feasible to allow

a supplier to self-supply ancillary services. Since the supplier will have to
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bear all the costs to comply with the MISO requirements, it is irrelevant
how high those costs are. If the costs are more than the benefits, no
supplier will choose to self-supply ancillary services. Thus, there can be
no adverse consequence of giving this option to the suppliers, as the
suppliers will conveniently refuse to utilize it. A legitimate and potentially
valuable option without any costs to Ameren or the ratepayers should not

be excluded just because Mr. Blessing believes it is “quite complex and

costly” to implement it.

Please explain Mr. Blessing’s assertion that the nature of the
concern about the lack of the self-supply of ancillary services option
in the Companies’ proposal may be transitional.

Mr. Blessing states that “... the expected development of MISO’s Ancillary
Services market in 2006-2007 (which Mr. Ogur acknowledges in Section I
— Switching of his direct testimony (ICC Staff Exhibit 4.0 lines 323-326))
suggests that his concern is somewhat transitional in nature.” (Resp. EX.
11.0 (Revised), p. 44, lines 990-993) Mr. Blessing explains his point

further as follows (Resp. Ex. 11.0 (Revised), p. 44, lines 994-1002):

Q. Please explain why you believe Mr. Ogur’s concerns may be
transitional in nature.
A. Once the MISO Ancillary Services markets are operational, it

is my understanding that a BGS Supplier, that has the capability
and desire to provide Ancillary Services, would be able to do so by
participating in the MISO Ancillary Services market. As such,
though under the Ameren Companies’ proposal the BGS Supplier
would not be directly self-supplying Ancillary Services, they could
still obtain value for their abilities to provide Ancillary Services from
the market and factor this into their bid development.

-10 -
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Do you agree with this reasoning?
No. First, Mr. Blessing recognizes the significance of designing the
auction so as to allow suppliers with ancillary services capabilities to
obtain value for such capabilities so that they can reflect the value in their
bids. (Resp. Ex. 11.0 (revised), p. 44, lines 999-1002) This is in
ratepayers’ best interest because the suppliers will then reflect that extra
revenue in their bids in the auction, which would result in lower auction
prices. This reasoning is consistent with my understanding as reflected in
my direct testimony: “[P]roviding the suppliers with an additional option for
procurement for ancillary services [self-supply option] might increase
participation in the auction or allow some bidders to submit lower price
bids due to lower expected ancillary services procurement costs or higher
certainty about such costs.” (ICC Staff Exhibit 4.0, p. 27, lines 587-591)
Ameren’s proposal, as it currently stands, fails to allow the suppliers to
extract the maximum value from their ancillary services capabilities.
Adding the option of self-supply of ancillary services to the current
proposal will fix this defect and satisfy the criterion with which both Mr.

Blessing and | agree.

Second, Mr. Blessing’s expectation relating to the development of
MISQO’s ancillary services market in 2006-2007 is no longer realistic. Dr.
McNamara stated in his direct testimony, filed on February 28, 2005

(Resp. Ex. 9.0, p. 10, lines 4-6): “It is anticipated that a Capacity Market

will be implemented during the first half of 2006; and an Ancillary Services

-11 -
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market is anticipated to be implemented one to two years later.” Mr.
Blessing concurs with this expectation in his direct testimony, filed on
February 28, 2005 (Resp. Ex. 3.0, p. 25, lines 573-575): “As discussed in
detail in the direct testimony of Mr. McNamara, the MISO currently
projects to have capacity markets up and running in 2006 and ancillary
services markets up and running in 2007.” However, the developments at
MISO since February 28, 2005 make it unlikely that these dates will be
met. In a presentation, titled “Midwest ISO’s Resource Adequacy Plans,”
made on June 13, 2005, during the joint meeting of the MISO Supply
Adequacy Working Group and Organization of MISO States (“OMS”)
Resource Adequacy Working Group, MISO Staff proposed the following
timeline with regard to a resource adequacy plan (Page 10 of the
Presentation; available at
http://mww.midwestmarket.org/publish/Document/2b8a32_103ef711180_-
7d8d0a48324a?rev=2). “11/05: Make initial set of filings at FERC to
implement Plan; 06/06: FERC order approving requisite amendments to
Midwest ISO’s Energy Markets Tariff; 05/07: Initial implementation of
Plan.” Since ancillary services markets are expected to be implemented
one to two years after the capacity market is implemented, based on Dr.
McNamara’s assessment in his direct testimony, this might mean that the

ancillary services markets implementation is delayed at least until the

middle of 2008, even perhaps the middle of 2009.

-12 -
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Furthermore, since MISO is considering abandoning the idea of
implementing a capacity market (“Discussion Paper on Resource
Adequacy for the Midwest ISO Energy Markets,” issued on August 3,
2005, by MISO Staff), we must consider the possibility that MISO may
eventually decide not to implement centralized markets for some or all of
the ancillary services or decide to implement them much later than the
expected date. MISO market development is a dynamic process that is
currently very much in flux and the stakeholder process or FERC
directives may cause MISO to change its intentions on certain market
constructs and implementation timing, as it happened in the resource
adequacy construct.  Thus, under these new circumstances and
developments, which do not seem to have been considered by Mr.
Blessing in his rebuttal testimony, the lack of self-supply of ancillary
services option is not so “transitional” anymore, if transitional at all.

Third, and finally, even if the concern were really transitional and
the transition time were as short as the Ameren witnesses McNamara and
Blessing indicate, there is still no rationale for denying the suppliers a
legitimate option for self-supply of ancillary services, considering its
potentially beneficial impacts on the participation in the auction and the

resulting auction prices. If the net benefits of an option outweigh its costs,

that option should be implemented regardless of the time frame.

-13 -
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Please describe Mr. Blessing’s assertion that the cost of supply of
ancillary services is relatively small in relation to the expected total
cost of the auction products.
In support of his claim that ancillary services provide relatively small
contribution to the total expected cost of supply, Mr. Blessing, using a 55%
load factor assumption and the current cost based rates for Schedule 3
(Regulation and Frequency Response Service), Schedule 5 (Operating
Reserve — Spinning Reserve Service) and Schedule 6 (Operating Reserve
— Supplemental Reserve Service) ancillary services applicable to the three
Ameren control areas (AmerenlP, AmerenCIPS and AmerenCILCO),
calculates the contribution of ancillary services costs to the total cost of
supplying the auction products. These costs are $0.71/MWh, $0.49/MWh
and $1.80/MWh for AmerenIP, AmerenCIPS and AmerenCILCO control
areas, respectively, for the three ancillary services identified above. Mr.
Blessing concludes that “these costs are a relatively small portion of the
total wholesale market price” (Resp. Ex. 11.0 (Revised), p. 48, lines 1079-
1080) and that this illustrates the “limited theoretical benefit that may be

obtained by offering BGS Suppliers a self-supply option.” (Resp. Ex. 11.0

(Revised), p. 47, lines 1070-1071)

Do you agree with this reason given by Mr. Blessing?
No. First, this might be a “relatively small” benefit according to Ameren,
but it might be a significant benefit according to others. The fact is, if a

supplier that can utilize this option reflects the value from the option of

-14 -
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self-supply in the auction bids and is a marginal bidder in the auction, then

the auction will clear at a lower price. As a result, all the Ameren

customers will pay less for the power procured in the auction based on the

lower auction-clearing prices. Furthermore, given the fact that providing

this option to the suppliers costs nothing to Ameren or Ameren’s

ratepayers, it would be unwise policy-making to exclude such an option,
regardless of how one qualifies the size of the benefits.

Second, if the potential benefits indeed are not large enough to
justify allowing this option to the suppliers and no supplier will be
interested in using this option, as Mr. Blessing seems to suggest, then
there would be no harm in offering this option since it is unlikely a supplier
would utilize it. Furthermore, it is worth noting that Mr. Blessing’s claim
about the insignificance of the potential benefits is contradictory to his
statement that a supplier can gain an “unwarranted competitive
advantage” in the process of self-supplying ancillary services. If the
benefits to ratepayers from allowing suppliers to self-supply ancillary
services are so insignificant, then those benefits should not be a
significant source of unwarranted competitive advantage to a supplier,
either.

Finally, as discussed above, MISO currently does not operate
centralized ancillary services markets and their implementation may take

longer than originally anticipated. This situation makes it very difficult for

suppliers with ancillary services capabilities to obtain value for such

-15 -
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capabilities and thus reflect those in the bids during the auction.
Furthermore, it is very difficult to separate ancillary services from energy
when trying to sell ancillary services capabilities in long-term contracts,

since they are often alternative uses of the same asset, amplifying the

difficulty of obtaining value for suppliers’ ancillary services capabilities.

Based on your analysis of Mr. Blessing’s rebuttal testimony relating
to the procurement of ancillary services, have you changed your
recommendation on this issue.

No. As | explain in detail above, | do not find any of Mr. Blessing’s
reasons for opposing the recommendation in my direct testimony
concerning self-supply of ancillary services to be convincing. Therefore, |
continue to recommend that the suppliers be given the option of self-
supplying eligible (Schedule 3, Schedule 5 and Schedule 6) ancillary
services and that the supplier forward contract language be modified to

include this option.

[ll. IDENTIFICATION OF CAPACITY RESOURCES
In direct testimony, did you make a recommendation with respect to

the identification of capacity resources?

Yes. | recommended that in order to avoid obtaining capacity resource
information from suppliers, during the summer audit, the Companies may

refer Mid-America Interconnected Network, Inc. (“MAIN”) to its winning

-16 -
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suppliers and MAIN may be able to confirm, without the Companies
receiving any of this resource information, that the suppliers indeed have
owned or contracted firm capacity to meet their obligations to the
Companies. In this way, the Companies can meet their MAIN
requirements, MAIN can still conduct its summer audit and the suppliers
would not have to be concerned about the Companies obtaining their
potentially commercially sensitive information. (ICC Staff Exhibit 4.0, p. 35,
lines 755-762) | also recommended that, to the extent information
revelation is required by the suppliers for the Companies to meet their
obligations to MISO, it be done in such a way that the Companies do not

obtain such commercially sensitive information. (ICC Staff Exhibit 4.0, p.

40, lines 874-877)

Have you reviewed Section IX (Identification of Resources) of
Ameren Witness Blessing’s Rebuttal Testimony (Resp. Ex. 11.0
(Revised))?

Yes.

Mr. Blessing concludes that the concerns leading to your proposal
are unfounded and unnecessary and your proposal does not
adequately address Ameren’s legitimate concerns regarding
resource adequacy. (Resp. Ex. 11.0 (Revised), p. 53, lines 1179-1180)

Do you agree?

-17 -
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No. As | discuss below in detail, I do not find any of Mr. Blessing’s
reasons leading to his conclusion convincing. After reading Mr. Blessing’s
rebuttal testimony, | continue to believe that it would be beneficial for
auction participation to assure suppliers that the capacity resource

information they submit to fulfill Ameren’s resource adequacy obligations

will not be revealed to the Companies.

Please summarize Mr. Blessing’s reasons for opposing your
proposal to let suppliers submit required capacity resources
information directly to MISO and MAIN, without Ameren having
access to such information.

Mr. Blessing states five reasons for opposing my recommendation: (1)
specific capacity resources are not commercially sensitive information
(Resp. Ex. 11.0 (Revised), p. 49, lines 1090-1100), (2) identification of
capacity resources is consistent with industry practice (Resp. Ex. 11.0
(Revised), pp. 49-50, lines 1101-1107), (3) suppliers that do not submit
capacity resource information to Ameren will be precluded from
nominating and receiving FTRs (Resp. Ex. 11.0 (Revised), p. 51, lines
1135-1140), (4) Ameren turning over the obligation to MAIN is
unacceptable (Resp. Ex. 11.0 (Revised), pp. 51-52, lines 1145-1150), and
(5) this data is already available to others in some form (Resp. Ex. 11.0

(Revised), p. 52, lines 1157-1173).
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Please evaluate Mr. Blessing’s assertion that specific capacity
resources information is not commercially sensitive.

Mr. Blessing states that “[b]y identifying the specific capacity resources

that they will utilize to fulfill their capacity obligations under the SFCs the

BGS suppliers are in no way indicating that these same resources will be

utilized to fulfill their energy obligations.” (Resp. Ex. 11.0 (Revised), p. 49,

lines 1092-1095) Therefore, he concludes “it is unlikely that any potential

BGS Supplier would consider the identification of specific capacity

resources as revealing commercially sensitive information.” (Resp. EX.

11.0 (Revised), p. 49, lines 1098-1100)

However, Ameren witness LaCasse believes otherwise. In her
rebuttal testimony, Dr. LaCasse discusses a proposed modification to the
competitive safeguards, which would require the bidders in the auction to
disclose their wholesale purchase contracts for capacity and energy.
(Resp. Ex. 12.0, pp. 54-57, lines 1286-1366) She states that “bidders will
at best be reluctant to reveal their sources of supply” (Resp. Ex. 12.0, p.
57, lines 1353-1354) and “any contractual arrangements will be
considered extremely sensitive business information.” (Resp. Ex. 12.0, p.
57, lines 1355-1357) Dr. LaCasse further states (Resp. Ex. 12.0, p. 57,
lines 1361-1366):

Such disclosure requirements, if properly structured will have a

chilling effect on participation as bidders will refuse to provide

sensitive business information. Such disclosure requirements, if
improperly structured, may well simply increase supplier costs as

suppliers enter into more complicated contracts to avoid the need
to disclose. The ultimate consequence on the auction of one or
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both of these effects of adding the disclosure requirements is to

reduce competition or increase costs to suppliers, both of which
can be expected to have a negative effect.

| would like to make the following observations on these opinions of
Dr. LaCasse. First, Dr. LaCasse is discussing disclosure requirements for
bidding in both fixed-price and hourly auction products. Therefore, since
the hourly products consist of only a capacity component, Dr. LaCasse’s
opinion that “any contractual arrangements will be considered extremely
sensitive business information” is valid for contracts for capacity as well as

contracts for energy.

Second, the disclosure requirements Dr. LaCasse is opposing are
more restrictive than the capacity resource disclosures Ameren is
requiring the suppliers to make in the following sense. The above-
mentioned proposed modification to require the bidders to reveal
contractual arrangements, which Dr. LaCasse is opposing, is only to be
made to the Auction Manager, ICC Staff and its Auction Advisor.
However, Ameren is requiring the bidders to submit capacity resource
information to the Companies, with whose generation and marketing
affiliates they are competing in various markets, such as procurement
auctions, bilateral contracts markets for capacity and energy, real-time
and day ahead RTO markets and the retail market in the retail choice
states. If the suppliers would be reluctant to submit contractual
information to the Auction Manager and Auction Advisor, as Dr. LaCasse

suggests, they would certainly be reluctant to submit it to utility affiliates of
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their potential competitors in wholesale and retail electricity and risk-

management markets.

Third, Dr. LaCasse’s stated opinion above on this issue coincides
with the opinion stated in my direct testimony (ICC Staff Exhibit 4.0, page
28, lines 615-617) that “obligating suppliers to submit the capacity
resource information to the Companies may have adverse effects on
participation in the auction for Ameren products.”

Additionally, 1 would like to note that MAIN does not make public
the specific capacity resources submitted by load serving entities during
MAIN’s summer audit to satisfy their resource adequacy obligations.
Instead, MAIN merely releases the adjusted load, adjusted obligation and
adjusted resource numbers for each utility. This suggests that MAIN

considers capacity resource information as commercially sensitive as well.

Please evaluate Mr. Blessing’'s assertion that identification of
capacity resources is consistent with industry practice.

In support of his claim that the identification of capacity resources is
consistent with industry practice, Mr. Blessing gives the example of the
purchased power agreements AmerenlP entered into with affiliates of
Dynegy, Exelon, and Aquila. He states that he is unaware of any
objections made by these suppliers to provide such data during

negotiations or by other suppliers that made offers to AmerenlP during
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their request for proposal last year. (Resp. Ex. 11.0 (Revised), pp. 49-50,
lines 1102-1107)

First, these negotiations are conducted between private
corporations in a manner that is not open to the public. Also, there is no
public record of the exact communications between the parties in these
negotiations. Therefore, since the evidence Mr. Blessing is presenting
cannot be verified, its reliability is suspect and these assertions should not
be accepted as valid without further corroboration. Second, a few
purchased power contracts or requests for power do not necessarily
determine or reflect industry practice. Third, one cannot conclude by
looking at the final contract what issues a particular party may have had
with respect to any of the contract’s provisions. Contract negotiations
might require a party to deviate from its first preference on some issues in
return for the counterparty doing the same on other issues.

Fourth, it might be the case that submission of capacity resource
information is required to evaluate the proposal by the purchasing
company. For example, to evaluate whether there is sufficient
transmission capacity to deliver the purchased power to its customers, a
buyer might legitimately require such information. The same concern may
not apply to the present case and auction supply circumstances. Since
the examples Mr. Blessing mentions cannot be verified or further

analyzed, we cannot conclude that the Ameren Companies’ proposal is

acceptable simply by making such a comparison.
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Finally, we do not have to look any further than the supplier forward

contracts proposed by Commonwealth Edison Company (“ComEd”) in its
procurement auction proceeding (ICC Docket No. 05-0159) to see an
example of the industry practice that does not require the suppliers to
identify capacity resources to the buyer. The Ameren procurement
proceeding has more similarities to the ComEd procurement proceeding
than it has to the AmerenlP purchased power contract negotiations or
requests for power, therefore it is more logical to look to the ComEd

procurement example.

Please evaluate Mr. Blessing’s assertion that not submitting capacity
resource information to the Ameren Companies will preclude
suppliers from nominating and receiving FTRs.

Mr. Blessing states (Resp Ex. 11.0 (Revised), p. 51, lines 1133-1144):

Mr. Ogur seems to suggest that the Ameren Companies could
simply point to the SFCs, which under the MISO business practices
will qualify as DNRs, in order to procure the required NITS. While
this is true, what Mr. Ogur seems to overlook is that by identifying
the SFCs as DNRs and not the specific capacity resources that the
BGS Suppliers will utilize to serve the load will preclude the BGS
Suppliers from having the ability to nominate and receive the
specific financial transmission rights (FTRs) that they will likely
desire to hedge their congestion risk. It is my understanding that
the MISO limits its market participants to nominating and receiving
FTRs based on the DNRs identified in the NITS procurement
process. It is unclear to me what FTRs, if any, that the BGS
Suppliers would be entitled to should the Ameren Companies point
to the SFCs as their DNRs.

First, Mr. Blessing acknowledges the fact that pointing to the BGS

contracts is sufficient in MISO for Ameren to procure Network Integration
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Transmission Service (“NITS”), which is a process explained in Module B

of the MISO Tariff. Therefore, Ameren does not need to get capacity

resource information from the suppliers for the purpose of NITS

procurement. This acknowledgement of Mr. Blessing is consistent with

the statement in my direct testimony that “the suppliers do not have to

identify to the Companies any resources for the Companies to be able to

procure NITS, as the pro-forma contracts will suffice for the Companies to
procure NITS.” (ICC Staff Exhibit, pp. 30-31, lines 662-665)

Second, Mr. Blessing’s understanding that “MISO limits its market
participants to nominating and receiving financial transmission rights
(“FTRs”) based on the designated network resources (“DNRs”) identified
in the NITS procurement process” is incorrect. Mr. Blessing is assuming
that MISO FTR allocations are based on DNRs designated under Module
B of the MISO Tariff. However, MISO FTR allocations are in fact based
on the DNRs designated under Module E (Resource Adequacy) of the
MISO Tariff, as stated throughout the publicly available document titled
“FTR Registration 2005” on the MISO website
(http://www.midwestmarket.org/publish/Document/2b8a32_103ef711180_-
7f430a48324a?rev=1). In fact, Mr. Blessing acknowledges this fact in his
response to Staff Data Request No. SO 1.06 by the following statement:
“...the Ameren Companies would note that the phrase “NITS procurement

process” is intended to encompass compliance with Module E of the MISO

EMT.” There is an important practical distinction between the two for this
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proceeding: Module B obligations are requirements to be met by the

transmission customer or its designated agent (the Companies in this

context) whereas resource adequacy (Module E) obligations are

requirements to be met by market participants (the suppliers in this

context) as explained by Dr. McNamara in his direct testimony (Resp. Ex.

9.0, p. 16, line 1). Mr. Blessing may have been led to his invalid

conclusion that the suppliers cannot nominate and receive FTRs in MISO

if they do not submit their capacity resources to Ameren by his erroneous

assumption that network resource designations for the purposes of FTR
nomination eligibility are made under Module B of the MISO Tariff.

Therefore, the suppliers do not need to submit capacity resource
information to Ameren in order to be eligible to nominate FTRs. They can
submit this information directly to MISO under Module E as market
participants and this is sufficient to make them eligible to nominate and
receive FTRs during the MISO FTR allocation period.

Third, these conclusions establish the fact that the suppliers do not
need to submit any capacity resource information to Ameren for any
MISO-related purpose. As | have explained in my direct testimony,
suppliers do not need to submit any information to Ameren for the purpose
of meeting MISQO’s resource adequacy obligations. (ICC Staff Exhibit 4.0,
pp. 32-33, lines 701-724) As explained above, the suppliers do not need

to submit any capacity resource information to Ameren for the purpose of

procuring NITS, as BGS contracts are sufficient for Ameren to procure
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NITS. Further, suppliers do not need to submit any capacity resource
information to Ameren in order for the suppliers to be able to nominate
and receive FTRs in MISO. Therefore, all possible MISO-related reasons
for the suppliers to identify capacity resources to Ameren are eliminated

and thus, the provisions to identify capacity resources to Ameren for

MISO-related reasons should be eliminated from the BGS contracts.

Please evaluate Mr. Blessing’'s assertion that turning over the
obligation to MAIN is unacceptable for Ameren.

Mr. Blessing states that Ameren takes the resource adequacy obligations
to MAIN seriously and is not willing to turn this obligation over to third
parties.

First, turning the obligation over to the suppliers does not imply
irresponsibility or not taking the obligations seriously. For example,
Ameren is turning over their resource adequacy requirements to MISO to
the suppliers and it is perfectly legitimate to do so. In fact, in a sense, the
Companies are already turning their obligation to MAIN over to the
suppliers. This is because the only way Ameren can meet MAIN
requirements is to receive the capacity resource information from the
suppliers and submit that information to MAIN during MAIN’S summer
audit. But if a supplier were not to meet its obligation to submit capacity
resource information to the Companies, then the Companies cannot meet
their obligations to MAIN. Instead of this two-step process, the

Companies may just as well employ a one step process and allow the
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suppliers to submit required information directly and confidentially to MAIN
on behalf of Ameren. In terms of the non-compliance with MAIN
requirements risks Ameren is facing, the two approaches are not different.

Second, ComEd is under exactly the same resource adequacy
obligations to MAIN. However, ComEd is not requiring its suppliers to
submit any capacity resource information to ComEd.

Third, even if we were to accept for the sake of argument that
capacity resource information is not commercially sensitive information
(which is a position | disagree with as | explained above), other
commercially sensitive information might have to be submitted during the
summer audit of MAIN. For example, if a supplier has a contract for both
energy and capacity from a generating unit, that supplier may have to
submit both pieces of information to the Companies in order to prove that
the supplier is entitled to the capacity. However, the sources of energy
supply is acknowledged by Mr. Blessing to be commercially sensitive
(Resp. Ex. 11.0 (Revised), p. 49, lines 1092-1100) and the suppliers
would not be willing to reveal such information to Ameren. This might
have a detrimental impact on the participation in and competitiveness of
the auction.

Fourth, MAIN will likely be dissolved soon and be replaced by the
ReliabilityFirst Corporation (“RFC”), which will function as a regional

reliability coordinator encompassing a much larger region than MAIN

currently does. Both ComEd and Ameren are expected to be members of
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the RFC. This might be a perfect opportunity for two large and influential
lllinois utilities (and perhaps others that are employing or considering
BGS-type procurement auctions) to make the case to this new
organization that the RFC should accommodate the realities of states or
utilities that procure their power via BGS auctions. For example, the RFC
may be willing to allocate the responsibility of resource adequacy to the
BGS suppliers of a utility or at least the RFC may accept that the suppliers
will submit the capacity resource information directly and confidentially to
the RFC. Given the significance of putting in place safeguards to protect
suppliers’ commercially sensitive information and the amount of load on
the RFC footprint whose wholesale power need are met through
procurement auctions, there is no reason not to expect the RFC to be
amenable to such accommodations.

Fifth, even if the requirement on the suppliers to submit capacity
resource information to Ameren is retained (which of course | am still
recommending against), the “December 1" deadline in the Supplier
Forward Contract (Resp. Ex. 3.1, p. 21, section 2.1.b.(viii)) to submit such
information should be changed. As explained above, there is no MISO-
related reason for the suppliers to submit capacity resource information to
the Companies. Since MAIN’s annual audit is performed in the summer,

there is no reason for the suppliers to identify capacity resources to the

Companies as early as December 1 of each year. It would be sufficient
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for the suppliers to submit this information just in time for the MAIN
summer audit.

For the reasons listed above, | continue to recommend that Ameren

not require the suppliers to submit capacity resource information to the

Companies; instead, | continue to recommend that the Companies allow

the suppliers to submit the required information directly and confidentially

to MISO and MAIN.

Please evaluate Mr. Blessing’s assertion that the data Companies are
requiring the suppliers to submit are already available to others in
some form.

Mr. Blessing states four avenues through which the suppliers’ capacity
resource data are already available in some form to others: (i) “the MISO
Transmission Customer (in this case, the Ameren Companies) is already
able to view all information; including DNRs, associated with their own
service” (Resp. Ex. 11.0 (Revised), p. 52, lines 1160-1162), (i) “[tlhe
applicable MISO Transmission Owners (including AmerenCILCO,
AmerenCIPS, and AmerenlP) might also have access to portions of the
DNR data submitted in the NITS process for planning, forecasting, and
operational purposes” (Resp. Ex. 11.0 (Revised), p. 52, lines 1162-1165),
(i) “[o]ther data, including that for existing designated resources is
available via the MISO Generator Deliverability Test Results which are
publicly posted on the MISO website” (Resp. Ex. 11.0 (Revised), p. 52,

lines 1165-1167), and (iv) “MISO files the results of FTR allocations with
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the Federal Energy Regulatory Commission (FERC) and such filing is

publicly available via the MISO and FERC websites. This data includes

the identity of the asset owner, the source, and the sink. As noted above

FTRs related to NITS are defined from DNRs to loads. By identifying the

source the DNR is necessarily identified.” (Resp. Ex. 11.0 (Revised), p.
52, lines 1168-1173)

First, | already explained above that no unit-specific DNR needs to
be submitted under Module B for the purposes of NITS procurement.
Therefore, the Companies as the transmission customers need not be
able to see any units designated under their transmission service.

Second, Mr. Blessing is vague about the exact nature and extent of
the DNR data the Companies will have access to that is submitted in the
NITS process for planning, forecasting, and operational purposes.
Moreover, as already explained above, the BGS suppliers do not have to
submit any network resource information for the NITS process. The
Companies may simply point to the BGS contracts to procure NITS.
Furthermore, even if the Companies may have access to some DNR
information as the transmission owners, there is no need readily apparent
to me for the transmission owners to see the particular DNR designations
of market participants. Mr. Blessing does not in any way indicate that the

Companies may have access to the particular DNR designations of

market participants. The Companies perhaps have access to the list of
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network resources in MISO, but this is not the same as knowing the entity
that designated each network resource.

Third, | agree with Mr. Blessing that the MISO Generator
Deliverability Test Results make the existing network resources in MISO
publicly available. However, those test results do not make available the
entities that designated the network resources. The information on the
association between a designated resource and the entity that designated
that network resource is the commercially sensitive information and the
MISO Generator Deliverability Test Results do not release that
information.

Fourth, | agree in part with Mr. Blessing that for some FTRs, it is
possible to identify the DNR by looking at the source of the FTR.
However, this is not true for all FTRs. For example, if a market participant
received an FTR for an external resource (a resource outside of MISO),
the source of that FTR will be the interface of MISO with another
transmission provider (for example, PJM or SPP). Thus, the DNR of this
market participant cannot be “necessarily identified.” It is also possible for
a market participant to request an FTR from an “aggregate node”, such as
a generation hub. The specific DNRs are also not “necessarily identified”
in this case. Yet another possibility is that a market participant may
decline to request an FTR from some of its DNRs if it is expecting that

FTR to be a liability rather than an asset. Such DNRs of a market

participant are also not identifiable. Thus, results of FTR allocations do
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not necessarily identify all of the DNRs of specific market participants.

Furthermore, even if the FTR allocation results allowed one to identify all

of the DNRs of specific market participants (which they do not), this is still

not a sufficient reason to require the suppliers to submit capacity resource

information to the Ameren Companies. As explained above, there is no

MISO-related reason for the Companies to require such information that

would put an extra reporting burden on the suppliers; and it is not

appropriate to let the Companies receive such information before it is
made public (to the extent it is made public).

Therefore, the Companies do not have access to all of the
information they are obligating suppliers to submit to the Companies
through any of the sources Mr. Blessing suggests; i.e., DNR designations
under Module B, DNR data submitted in the planning or forecasting
processes, MISO Generator Deliverability Test Results or MISO FTR
allocation results.  Thus, availability of specific capacity resource
information to the Companies, as Mr. Blessing suggests, is not a valid

reason to obligate suppliers to submit their capacity resources to the

Companies.

IV. SUMMARY OF CONCLUSIONS

Please summarize your conclusions.
(1) Mr. Blessing's reasons to oppose granting the suppliers the option to

self-supply ancillary services are unconvincing, therefore the Supplier
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Forward Contracts should be modified to give such an option to the
suppliers; and

(2) Mr. Blessing’s reasons to oppose my recommendation that the

suppliers not submit any capacity resource information directly to Ameren

are unconvincing; therefore, the Supplier Forward Contracts should be

modified to eliminate all such capacity resource identification requirements

of the suppliers to Ameren. More specifically, all MISO-related capacity

resource identification requirements should be eliminated and all MAIN-

related resource identifications should be handled in a way that the

information flows directly from the suppliers to MAIN, without Ameren

having access to such information.

Does this conclude your testimony?

Yes.

-33-



	INTRODUCTION AND SCOPE OF TESTIMONY 
	II. PROCUREMENT OF ANCILLARY SERVICES 
	III. IDENTIFICATION OF CAPACITY RESOURCES 
	IV. SUMMARY OF CONCLUSIONS 

