Before the Public Service Commission

Of the State of Missouri

	In the Matter of the Joint Application of Union Electric Company and Callaway Electric Cooperative for an Order Approving the Change in Electric Supplier for Certain Customers for Reasons in the Public Interest; Authorizing the Sale, Transfer, and Assignment of Certain Electric Distribution Facilities and Easements from Union Electric Company to Callaway Electric Cooperative; and Approving the Territorial Agreement between Union Electric Company and Callaway Electric Cooperative in Audrain, Boone, Callaway, Montgomery, and Warren Counties 
	)))))))))))))
	Case No. EO-2002-458


STAFF’S SUGGESTIONS IN SUPPORT OF NONUNANIMOUS STIPULATION AND AGREEMENT


COME NOW, the Staff (“Staff”) of the Missouri Public Service Commission (“Commission”) and for its Suggestions in Support of the Nonunanimous Stipulation and Agreement, respectfully submits as follows:  

1.
On March 25, 2002, Joint Applicants filed with the Missouri Public Service Commission (Commission) a verified joint application (the Joint Application) requesting that the Commission issue an Order:  1) approving a change in the electric supplier for approximately 800 structures in Audrain, Boone, Callaway, Montgomery and Warren counties from Company to Cooperative pursuant to Section 393.106, RSMo 2000; 2) approving a change in the electric supplier for approximately 600 structures in the Audrain, Boone, Callaway, Montgomery and Warren Counties from Cooperative to Company pursuant to Section 394.315 RSMo 2000; 3) approving the sale, transfer, and assignment of certain electric distribution facilities, easements, and other rights generally constituting Company’s electric utility business associated with said structures pursuant to Section 393.190, RSMo 2000 and more specifically set forth in the Contract between Company and Cooperative dated March 22, 2002 (Contract); 4) approving Joint Applicants’ Territorial Agreement between Company and Cooperative dated March 22, 2002 (the Territorial Agreement) pursuant to Section 394.312, RSMo 2000; 5) approving a waiver of certain provisions of the Utility Billing and Practices Rule 4 CSR 240-13.010 et. seq. pursuant to 4 CSR 240-2.060(14); 6) granting Company a Certificate of Convenience and Necessity authorizing it to own, control, manage, and maintain an electric power system for the public in certain portions of Audrain and Callaway Counties pursuant to Section 393.170, RSMO 2000.


2.
As noted in the Nonunanimous Stipulation, the Joint Applicants notified affected customers of this proposed transfer on or about November 9, 2001 via a notification letter.  Enclosed with the notification letter were brochures explaining the proposed exchange and providing information about the Joint Applicants.  The notification letters invited customers to meet representatives of the Joint Applicants to answer questions and concerns on November 27, 2001, from 3 to 7 p.m. at Callaway Electric Cooperative’s Community Room in Fulton and on November 29, 2001, from 5 to 7 p.m. at Montgomery High School in Montgomery City.  On the same day the letters were to be mailed, a joint news release was issued to inform everyone in the combined service area of the Joint Applicants of the proposed Territorial Agreement and customer exchange.  The Joint Applicants held face-to-face customer information meetings on November 27 and 29, 2001.  Further, at the request of the Office of the Public Counsel, the Joint Applicants again notified affected customers of this proposed transfer by letter on or about May 6, 2002.  The May 6, 2002 letter provided contact persons both at the Staff or the Office of the Public Counsel whom the affected customers could call with questions or concerns regarding the proposed transfer.  
3.
Joint Applicants filed a motion for a protective order with the Joint Application on March 25, 2002.
4.
On April 2, 2002, the Commission issued an Order and Notice of Application and Order Establishing Protective Order. 


5.
On May 2, 2002, the Commission issued an Order setting prehearing conference for May 23, 2002. 


6.
On May 23, 2002, Company filed late filed Exhibits 7 and 9 to the Joint Application.

7.
On May 23, 2002, the parties appeared for the Prehearing Conference.  The parties discussed their positions on the issues and a proposed procedural schedule.  The parties filed their Joint Proposed Procedural Schedule on May 29, 2002. 


8.
On June 14, 2002, Joint Applicants filed direct testimony.


9.
Staff, Company and Cooperative filed a Nonunanimous Stipulation and Agreement on June 21, 2002.


10.
Staff filed its Rebuttal Testimony on June 25, 2002.  

11.
On June 25, 2002, the Office of Public Counsel (OPC) filed its Response to the Nonunanimous Stipulation and Agreement. 

12.
Staff has reviewed the Joint Application, investigated the electrical facilities of each utility serving the area where customers are subject to a change of supplier and conducted a field inspection.  Staff supports this application and is of the opinion that approval of the change of electric supplier is in the public interest even though there is rate differential.

13.
The distribution facilities that Callaway has in place to serve the area encompassed by the Territorial Agreement are better situated geographically to provide good service quality and reliability than the existing AmerenUE distribution facilities now in place.  The existing Callaway distribution facilities are better suited to serve the customers subject to transfer because most of the customers subject to transfer are in rural areas where Callaway has established distribution substations and facilities to provide reliable electric service.  

14.
The Territorial Agreement will allow Callaway to integrate this new service territory into its system.  This will provide additional revenue to improve cost recovery of the existing facilities and improve the overall density for Callaway, to benefit all of Callaway members in the future.  The agreement and change of supplier will allow one supplier for the designated areas and not allow duplication of facilities.  This will also allow Callaway and AmerenUE to make long-range plans for their designated territory.

15.
The existing AmerenUE distribution facilities are concentrated among the larger communities.  Rural AmerenUE customers in the area to be transferred to Callaway are served from long radial circuits that are more difficult to maintain.  AmerenUE facilities are currently concentrated in the Holts Summit area and along Highway 54 through portions of Callaway County and another section McKittrick.  It is quite common that rural customers are served from facilities that are distant from the distribution substations and therefore, there is little opportunity for alternate supply if problems arise.  The customers subject to transfer to AmerenUE will be concentrated in areas that UE is most capable of providing good service quality.

16.
For these reasons, Staff recommends that the Commission approve the Territorial Agreement between Company and Cooperative pursuant to 394.312 RSMo 2000 and find that the Territorial Ageement is not detrimental to the public interest.  

17.
Staff further recommends, for the same reasons, that the change in supplier for approximately 800 structures in Audrain, Boone, Callaway, Montgomery and Warren counties from Company to Cooperative pursuant to Section 393.106 RSMo 2000, is in the public interest for a reason other than a rate differential and therefore should be approved by the Commission.  

18.
Staff also recommends that the change in supplier for approximately 600 structures in Audrain, Boone, Callaway and Warren counties from Cooperative to Company pursuant to Section 394.315 RSMo 2000 is in the public interest for a reason other than a rate differential and should be approved by the Commission.

19.
Staff further asserts that the sale, transfer and assignment of Assets under the Contract between Company and Cooperative pursuant to Section 393.190 RSMo 2000 is not detrimental to the public interest and therefore should be approved.  These assets will be utilized by Callaway to serve its new customers and accordingly the sale, transfer and assignment of assets between Company and Cooperative should be approved.  Paragraph 13 of the Nonunanimous Stipulation and Agreement asserts that approval of the transfer of assets in the contract is in the public interest.  Staff notes that the correct standard is actually not detrimental to the public interest.  Staff asserts that this contract for sale of assets meets the not detrimental to the public interest standard.

20.
Staff supports granting AmerenUE a Certificate of Convenience and Necesity authorizing it to own, control, manage, and maintain an electric power system for the public in certain portions of Audrain and Callaway Counties pursuant to Section 393.170 RSMo 2000.  Staff also supports the waiver of 4 CSR 240-2.060(4)(A)(5) be approved.  Callaway has electric service facilities in the land section for which Company seeks the Certificate of Convenience and Necessity and under the Contract, Company will acquire these facilities and continue to provide service.  

21.
Staff also supports the waiver of 4 CSR 240-13.010 et seq. for the purposes set forth in the Nonunanimous Stipulation and Agreement.  This would provide a mechanism for final bill collection by the Cooperative for its customers being transferred to AmerenUE the same service through these facilities.

22.
Staff also recommends that the Commission should specifically state in any Order approving the Agreement that the Commission reserves the right to consider the rate-making treatment to be afforded this transaction in any subsequent rate increase case, excess earnings/revenue complaint case and/or alternative regulation plan.  This is appropriate because rate-making determinations should only be made in rate cases.  


WHEREFORE, the Staff respectfully submits its Suggestions in Support of the Nonunanimous Stipulation and Agreement entered into by Company, Cooperative and Staff on June 21, 2002 and requests that the Commission approve the Nonunanimous Stipulation and Agreement.


Respectfully submitted,


DANA K. JOYCE


General Counsel


/s/ Robert V. Franson_________________


Robert V. Franson


Associate General Counsel


Missouri Bar No. 34643


Missouri Public Service Commission


P. O. Box 360


Jefferson City, MO 65102


(573) 751-6651 (Telephone)


(573) 751-7468 (Fax)


rfranson@mail.state.mo.us

Certificate of Service
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