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REPORT AND ORDER

This case is bLofore the Comminsion on appilcation filed May 18, 1977,
by Union Elactric Company (hersinafter sometimes referrad to as "Applicant®)

requesting authority to "guaranty® certain financial obligationy of Blectric
Lnergy, Inc,, an affiliata,

After due notice to intereatnd partien, a hearing was held on June #,

1977, in the Commission's hearing room n

the tenth floor of the Jefforson State

Otfice Building, Jofferson City, Missoyryg,

Findingn of ract
The Misnouri ruybilje Service inimtaaion, having conaidored all of the
competont and substantiat vvidence upon the whotle revord, maknl.tho following
findingn af fiaer:

Applicant, a Minsouri corporation, with jtu executive offica at
One Memarianl s, 5¢, Loura, Mimaouri h3l102, is enyaged in rendoring elvc!lh'.
antt heat ing servicen within thoe State of Misnouri as a publ fe utility subject 1o
the jurisdiction of thys Commigmion. It 4 also ritagoed (p rendering elect:ic
ROEVICO within the State ot lowa, and electre and qas Agrvices within-the State
of IT)llinoys.,

Applicant ownn 24,800 (40
-

(24{’ common stock,

wreent) of the o), 000 autat

anding shares of
100 par value, of Electric

Energy, Inc, ("EEI%}, Tha_gemalplnq




60 percent of the smhares are cwned by: Centrat 111inols Publie s;ryicg;chpnny
{teLpe)y - 20 percent: Ili{pdin\?owqr Company 710" ;,gufbnrgéﬁt;;;ﬁq Iantdcky
Utilities Company ("KU™) = 20-purcent. CIPS and 1P nrn‘illinugﬁ co;pﬁrnttonn
enqaged In the business of furnishing electric and gas dttllty>uefvlcas to the
Public in Illincis and KU {8 a Xentucky corpoiation engaged in the business of
turnisking electric servica to the public in Kentucky, Tenncasee and Virginia,
Applicant, CIPS, 1P, and KU are hereinafter referrad to collactively am the
"fponsoring Companies.® The acquislition of the 24,800 shares of EEI common stock
wam approved by the Commimaion on Dacember 8, 1950 ipn Case No. 12,064 {14,000
shares) and on Decembar 18, 1952 in Case No. 12,463 (10,800 shares).

LEI owne and oporatei a stuam electric generating ltationrlocnted at
Joppa, 11tinois, having a capacity of about 1,000 megawatts. It supplies a
subatantinl portion of the electric energy requiremeants of a gasacus diffusion
project of the Energy Rescarch and Development Administration {"ERDA®) located
at or near Paducah, Kentucky, pursusnt to the provisions of a power contract
dsted February 1, 1975, between EEI and ERDA. The Sponscoring Companies are
entitled to recaive from EEI surplus power that is not contractually obligated
to ERDA, with Applicant belng entitled to a maximum of 106 megawatts after the .
summer of 1977,

EEI propoeses to acquire and to inatall at its genarating station at
Joppa certain air pollution control oquipment consinting of thres 550 feet
chimneya, coal handling equipmont and an aiyr quality monitor. In connection
therowith, EEf has filed a Patition with the Illinois Commearce Commission smeking
authority to issue pursuant to its Mortgage, as proposed to be amanded by a
Ninth Supplemental Indenture thereto, and rell not to exceed, in the aggregate,
$10,000,000 in principal amount of ita B 1,7 percent Firat Mortgage B8inking
Fund Bonds, due December 15, 1989 (the "B 1/2 percent Bonda™), to Metropolitan
Life Insurance Company at 100 percent of their principal amount for the purposs
of financing the cort (estimated at $10,000,000) of the acquisition, in’tallation
and conatruction of auch equipment and property,

The Spansoring Companies, EEI and thn Truatee under EEI's Mortgage
{the "Truatece") aro parties to an Amended Intsrcompany Agreement dated July 10,
1953, as amrnded July 23, 1970, which has been assigned to ths Trustes as
additional pecurity for the bonda issued by EFI under the Mortgage, A copy of
the Amended Intercompany Agresment and the July 23, 1970 amendment was submitted




to this Commission e Applicant'a Exhibit 1. 5ald Amended Intercompany Agreamant,

ap smanded, provides in effact, amang othar things, that the Sponsoring Companies

S TR

are obligated to make payments for power purchared from EPI In such amounts which,
when added to FEl'a other revenuaa, will be aufficlent to snable EEI to pay all
lta operating and other costs and expenanss, including taxes and intareat and
ainking fund charges on ita bonds outstanding from time ta time under the Mortgege.
The obligatlans of the Sponsoring Companies under sald Amendsd Intercompany
Agreemant, ax amended, are several and not joint apd, in the partormance af such
obligations, each of the Bpansoring Companies i to participate severally on the
basis set forth in paragraph 4{b} of ths Amended Intercompany Agreement.
Ganerally, tha obligation of each Bponmoring Company 4is equal to itm ownership
percentags of EEI, subjsct to adjustment as provided in said perageaph 4i{bh).

Applicant proposas ta enter into and executs and deliver s secend
amandmant to the Amendod Intercompany Ayresment, nubatlntialiy.ln the form
submitted to the Commiasion as Applicant's Exhibit 2, RBaid propossd amendment
will have the affect of exteanding the proviaions of said Amenided Intercampany
Agresment, as proviously amanded, to covar and inelude the B lfz:p-rcané Bonds,
and will he aasaiqned to tho Trustee as additional sncurity for tha bonds of FEI
{including the B 1/2 percent Donds) ie¢vued or to be issued under the Mortgage anm
to be further amanded by sald proposad Ninth Supplemontal Indenture. 8aid

; —m——

proposad amendment will aiAo make uncondtitional the ubligatlons of the Eponsoring
Companies to maka payments to EEI sufficient to ennble EEI to pay ita opearating
and other costs and exponsas, as aforosaid, so that in the avent that ERI {s
unabla for any reascn to genorate or doliver any power or enoray tp the S8ponaoring
Companies, they will nonetheless be obligated to enntinue payments to FEI, The
obligationd of the Bponsaring Companlea arn propesed to bo 830 enlarged in order
to induce the purchase of thn 8 1/2 percent Bonds by Matropolitan Life Insyrance
Company. The enlargemant aof such cbligations will dive the purchaser assurance
that EEX wi!i_hqvn the necersary funds to meet ite obliqations with rsspect to
ail bonds nulatandfng under the Morcgage {(including the 8§ 1/2 parcent bonds} sven
in the event that EKI'n genperating atation cannot he aperated. Applicant belleves
that the riak of EEI heing unable to operate {ts gonnrating atation is remote.

In the unlixely event EE1's generating utation could not be aperated,
ERDA, through its power cantract with EEI, would be cbligated to provide

sufficient funds to EEl to repay approximately Bl percent of EEI's outstanding

indebtedness. The remaining 19 parcent would be dividaed among the Sponsaring.
—1‘- ! :

=
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Companies in proportion to the stock intersst in BEIJ‘ Applicaﬁi would be
responkible for 7.6 percent, wh;ch, in the eVept.pt“q-de{nhlt by one of{thg_pfﬂ;;%
5P0nsbrln§ Compﬂniah-:équla increase to 9.5 pnrcent,ﬁﬁvpon(finunnce of the R
B 1/2 percent Bonds, EEI will have approximately ssi,ooo.ooo principal amount of
bonds cutntanding, 1I1f Applicant had to honor its guaranty immadiately, its maximum
sxposure on the principal amount of the bonds would be leas than §5,000,000 spread
over thy next twelve years and its liability for interest payments would average
lass than $250,000 a year. Each yaar, howaver, as EBI retirves a portion of the
bonds cutsetanding, Applicant’'r potential liahility decreasea.

The axacution and delivery by Lhe Sponmoring Companies, EEI and the
Trustees of the proposed amandment and the aassignment thareof to the Trustea, are
conditions precedent to tha obligations of Metropolitan Life Insurance Company to
purchase and pay for tha 8 1/2 percent Bonds of EEI. In return for its "guaranty®
of EEI's financial obligations, Applicant will be assured of a continuous source
of economical power, its entitlement of the surplus power not contractually
cbligated to ERDA, Thim surplus power is more aconomical to Applicant than the
installation of other new generation or the purchase of such power from others.
During 1976, the surplus power cosat Applicant an average of 1.5 cents per
kilowatt hour, as compared with an estimated 2,2 cents per killowatt hour for
other similar purchased power and 2,0 cents par kilowatt hour to construct new
additional generation to replace the EEI capacity. :

Balance sheets and stotements of income of Applicant and EEI wera
pubmitted to this Commiesion as Applicant's Exhibita 3} and 4, respectively.
There is no adjustment to Applicant's statements because of the “guaranty” since
the maximuwn expoaure is small in comparison with App11¢ant'lntotal assets and

the possibllity of any liabillty occurring 1s very remota.

The Missouri Public Service Commission has arrived at the following
concluajions:

Jurisdiction in thia case is under Section 393,180 and J)9).200, RRMo
1969, The Commiasion, having considered the verified application herein and all
the evidence in Aupport thereof, and being fully advised in this matter, is of
the opinion and concludes that authority to “"guaranty®™ cartain financial
obligations of EEI through the execution, delivery and performance of the

document submitted to this Commisaion as Applicant's Exhibit 2 48 in the public

interest and should be granted.




1t ia, therefors,

ORDEREL: 1. That Union Electric Company be, and it is, hereby
authorized to "guaranty” certain financial ohligationa of Eloctr;c Energy, Inc.,
an affiliate, through the execution, deliveary and performance of the document
submitted to this Commission as Applicant's Exhibit 2.

ORDERED: 2. That Unlon Electric Company be, and it is, heraby
directed to file with thim Commiassion, no later than thirty (30) days after being
finalized, s certified and true copy of the Second Amendmont of Amended
Intercompany Agreement as finally executed and delivered. P ’ .

ORDERED: 3. That nothing in this Report and Order ahall be considered
a finding by the Commission of the value for rate-making purposes of the properties
herein involved, nor as an acquiescence in the valus placed upon such proparties
by Union Electric Company.

ORDERED: 4. That this Report ard Order shall become effective on the

29th day of June, 1377.
ny THE COMMISRTON

sz.ﬂw
tobert L. Gilmore_

Secratary

{S EAL)

Mulvaney, Chm.; Sprague and
Jones, CC., Concur.
McCartney, C., Absent.

Dated at Jefferscn City, Missouri,
on the 24th day of June, 1977.
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