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ADDENDUM TO STAFF’S MEMORANDUM IN SUPPORT OF THE 

JULY 15, 2002 STIPULATION AND AGREEMENT

Comes now the Staff of the Missouri Public Service Commission (“Staff”) and provides this addendum to its memorandum to the Missouri Public Service Commission (“Commission”) in support of the Stipulation And Agreement executed by the signatory parties on July 15, 2002 and filed by the signatory parties on July 16, 2002.  Since the Staff filed its memorandum on July 19, 2002, it has occurred to the Staff that an item it intended to address in the Staff memorandum in support was inadvertently not addressed.  Also, a question has arisen that the Staff believes warrants being brought to the Commission’s attention respecting the effect of the July 15, 2002 Stipulation And Agreement.  Rather than just raise these matters at the hearing scheduled for Wednesday, July 24, 2002, the Staff thought it best to submit this addendum to its memorandum in support of July 19, 2002.  Thus, in continued support of the July 15, 2002 Stipulation And Agreement, the Staff states as follows:

XV. What Is Meant By The Language In Section “3.  Rate Moratorium” Respecting The Exercise Of Rights Pursuant To Section 393.292 RSMo 2000 Concerning The Funding Of Nuclear Power Plant Decommissioning?

As the Commissioners are aware, the one statutory provision that permits single-issue ratemaking is Section 393.292 RSMo 2000, concerning the funding of nuclear power plant decommissioning.  Among other things, this statutory provision states that the Commission shall have the power, pursuant to regulations, to review and authorize changes to an electrical corporation’s rates and charges as a result of a change in the level or annual accrual of funding for its nuclear power plant decommissioning trust fund.  The Commission adopted 4 CSR 240-20.070(9) which requires, among other things, that:

On or before September 1, 1990 and every three (3) years after that, utilities with decommissioning trust funds shall perform and file with the commission cost studies detailing the utilities’ least cost estimates for decommissioning their nuclear generating units(s) along with the funding levels necessary to defray these decommissioning costs.  These studies shall be filed along with appropriate tariff(s) effectuating the change in rates necessary to accomplish the funding required. . . . 

UE is next scheduled to file a decommissioning cost study on September 1, 2002.  Since the proposed moratorium covers a four (4) year period, the next decommissioning cost study filing on September 1, 2005 will also fall within the moratorium period.  The language in Section “3. Rate Moratorium” of the July 15, 2002 Stipulation And Agreement permits an increase or decrease in UE’s rates and charges to reflect an increase or decrease in UE’s decommissioning costs.

The UE decommissioning cost studies were addressed in the Stipulation And Agreements in the two experimental alternative regulation plans (EARPs) in Case No. ER-95-411 and Case No. EM-96-149 in a manner which, if the Commission’s Order in the decommissioning cost proceeding resulted in a decrease in the annual nuclear decommissioning expense/funding from its then current level, would be reflected as earnings sharing credits and not rates or charges.  However, if the Commission’s Order in the decommissioning cost proceeding resulted in an increase in the annual nuclear decommissioning expense/funding from its then current level, then the increased expense was to be annualized in calculating UE’s return on equity.  If UE’s return on equity were less than 10.0%, then the increased expense would result in an increase in UE’s Missouri retail electric service rates.  In the alternative, if UE’s return on equity were greater than 10.0%, then the increased expense would not result in an increase in UE’s Missouri retail electric service rates, but the actual amount of increased expense, would be reflected in the calculation of UE’s return on equity in determining sharing.  

In certain other UE and Kansas City Power & Light Company (“KCPL”) Stipulation And Agreements, the signatories, which in at least one instance was limited to the Staff, the Office of the Public Counsel (“Public Counsel”) and the utility, agreed that they would not seek a change in the utility’s rates or charges to reflect a change in the projected level or annual accrual for decommissioning the utility’s nuclear generating station based upon the impending decommissioning cost study.  For example, the language in the Stipulation And Agreement in Case No. ER-93-52 provided for a rate case moratorium and stated as follows:

The moratorium period specified in paragraph 4 shall also apply to any filing with the Commission for a change in the Company’s electric rates pursuant to Section 393.292 RSMo. to reflect a change in the projected level or annual accrual of funding for decommissioning the Callaway nuclear plant. 

Given that the proposed moratorium in this proceeding covers more than one decommissioning cost study filing, the Staff did not believe that the approach taken in Case No. ER-93-52 was appropriate in this instance.


Therefore, the July 15, 2002 Stipulation And Agreement provides for changes in rates and charges during the moratorium due to nuclear decommissioning costs. 

 XVI.
How Are Customers Who Undergo A Change In Electric Suppliers During The Crediting Of The Third Sharing Period Of The Second EARP Or During The Period For Which UE’s Rates Will Be Retroactively Reduced Treated As A Result Of The July 15, 2002 Stipulation And Agreement?  

The Staff on Monday, July 22, 2002 received an inquiry from the office of a State Representative respecting the effect of the July 15, 2002 Stipulation And Agreement on electric utility customers who, pursuant to the Commission’s January 24, 2002 Report And Order in Case No. EO-2002-178, are being switched from UE to Gascosage Electric Cooperative as their electric service supplier.  These former UE customers were switched to Gascosage Electric Cooperative on June 14, 2002.  Thus, these electric utility customers were UE customers for two or more months of the period for which UE’s rates are being retroactively reduced pursuant to the July 15, 2002 Stipulation And Agreement and a prior commitment by UE in the instant case.  

The Commission found in its January 24, 2002 Report And Order in case No. EO-2002-178 that approval of the territorial agreement between UE and Gascosage Electric Cooperative will avoid future duplication of facilities, that UE and Gascosage Electric Cooperative are capable of adequately and safely providing the electric power supply, service, and maintenance needs of the customers in their service areas, as designated in the amended territorial agreement, that even though some customers may face increased rates as a result of the amended territorial agreement, the overall effect of the amendment to the territorial agreement would not be detrimental to the public interest and that the change of electric supplier is in the public interest.  The Commission stated that it considered all relevant evidence related to the effect on current customers of UE and Gascosage Electric Cooperative including rate increases decreases, increased efficiency and increased reliability.
   

There are several other cases recently concluded that are also affected by the July 15, 2002 Stipulation And Agreement.  On February 14, 2002 in Case No. EM-2001-695, the Commission issued an Order Approving Application For Change Of Electric Supplier And For Sale And Transfer Of Assets respecting the transfer of approximately 550 structures from UE to Lewis County Rural Electric Cooperative.  These UE customers were transferred to Lewis County Rural Electric Cooperative on July 17, 2002.  On July 18, 2002 the Commission in Case No. EO-2002-458 issued an Order Approving Application And Approving Stipulation And Agreement respecting the transfer of approximately 800 structures from UE to Callaway Electric Cooperative and the transfer of approximately 600 structures from Callaway Electric Cooperative to UE.

The crediting of the sharing of earnings for the third year of the second experimental alternative regulation plan (EARP) is a different matter than the crediting of the retroactive reduction of rates pursuant to the July 15, 2002 Stipulation And Agreement and a prior commitment from UE.  There is a set procedure pursuant to the Stipulation And Agreement in Case No. EM-96-149 for the crediting of the sharing of earnings for the second EARP, which is the same procedure that was utilized for the first EARP pursuant to the Stipulation And Agreement in Case No. ER-95-411.  

The Staff has contacted UE and advised UE of the above matters and is expecting to engage UE in a discussion of these matters, in particular the crediting of the retroactive rate reduction to April 1, 2002.  The Staff will report the results of this discussion to the Commission. 

XII.
Reference In Staff’s July 19, 2002 Memorandum In Support Of July 15, 2002 Stipulation And Agreement To Appendix A, Preliminary Staff Reconciliation


At page 3 of the Staff’s Memorandum In Support Of July 15, 2002 Stipulation And Agreement, reference is made to a preliminary Staff reconciliation which is attached as Appendix A.  The Staff ultimately chose not to attach a copy of its preliminary reconciliation because of how preliminary it is, including its formatting.  If the parties were to attempt to provide the Commission with a reconciliation, a considerable amount of work would still be required to be performed because of the number of issues in the case, the complexity of the issues and the difference in test years used by the Staff and UE.  The Staff’s document had not reached the stage where it had even been supplied to the other parties for verification.  Unfortunately, the reference in the Staff memorandum, filed with the Commission on July 19, 2002, to the preliminary Staff reconciliation was not deleted.  

The reference in the Staff’s memorandum to Appendix A should not be confused with Attachment A to the July 15, 2002 Stipulation And Agreement.  Attachment A has been revised and copies will be provided.  Attachment A to the Stipulation And Agreement is a document containing the assumptions on which the tariff sheets resulting from the July 15, 2002 Stipulation And Agreement will be based.  

Wherefore the Staff respectfully requests that the Commission approve the Stipulation And Agreement filed on July 16, 2002 in the instant case as being in the public interest and resulting in just and reasonable rates which permit UE to provide safe and adequate service.
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�  The Commissioners will recall that pursuant to the Commission’s approval of the territorial agreement between UE and Gascosage Electric Cooperative a change of electric service supplier from UE to Gascosage Electric Cooperative was to occur for approximately 1200 structures.  The territorial agreement covers a service area where between August 2 and September 1, 1999 forty-eight (48) persons filed forty-three (43) formal complaints with the Commission against UE.  The Commission Staff also received inquiries from the offices of the respective State Senator and State Representative.  On October 12, 1999, the Commission issued an Order Consolidating Cases And Directing A Staff Investigation wherein the Commission consolidated the formal complaints designating Case No. EC-2000-63 as the lead case and the style as “Frank E. Dilley, et al., Complainants, v. Union Electric Company, doing business as AmerenUE, Respondent.”  These complaints addressed service problems, including extensive outages during June and July 1999.  The Commission directed the Staff to investigate the circumstances of each Complaint and of UE’s Answer, and file a written report.
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