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1.
Parties representing consumers in all major customer classes have agreed



upon a just and reasonable allocation of any rate increase.


On March 17, 2010, after extensive negotiations, the Office of Public Counsel (OPC), the Missouri Industrial Energy Consumers (MIEC), the AARP, the Consumers Council of Missouri and the Missouri Retailers Association (“Signatories”) filed an agreement to resolve interclass revenue allocation issues and a number of rate design issues in this case (“Agreement”).  On March 26, 2010, the Signatories filed an addendum to that Agreement (“Addendum”).  The Commission Staff, the Municipal Group
, AmerenUE, and the Missouri Energy Group
 did not sign the Agreement or the Addendum, but also did not oppose the Agreement or the Addendum.  
The Signatories represent consumers in all of the major customer classes that are detailed in four class cost of service studies introduced into the record in this case.
  AARP and The Consumers Council of Missouri represent customers in the Residential class.  The Missouri Retailers Association represents customers in the SGS and LGS customer classes.  The MIEC represents customers mainly in the LPS and LTS customer classes.  And, the OPC represents all customer classes.  AmerenUE neither opposes nor supports the Non-Unanimous Stipulation and Agreement, but respects the decision reached by “… the representatives of a majority of our customers.”
  Similarly, Staff neither opposes nor supports the Non-Unanimous Stipulation and Agreement.  Importantly, its witness Scheperle testified that if Staff had believed that the Non-Unanimous Stipulation and Agreement would have resulted in rates that were not just and reasonable, the Staff would have objected to it.
  The fact that it did not object means that Staff believes that the Agreement would result in just and reasonable rates.

With one exception, no party opposes the settlement.  The only objector is the Midwest Energy Users Association (MEUA), a group which consists of three retail customers in the LGS class.
,
  However, the witness for MEUA testified to conditions that would be acceptable to the MEUA and those conditions were agreed to by the Signatories and included in the “Addendum”, as further explained below .


 Because MEUA opposed the Agreement, the Commission’s Rules require that the Commission cannot approve the Agreement as a Non-Unanimous Stipulation and Agreement
.  Nevertheless, the Agreement is a compromise which remains the Joint Position of the Signatories.  The Commission may consider the Joint Position of the parties reflected in the Agreement, and may accept it as a just and reasonable resolution of the contested rate design issues in this case.
 


The Commission favors settlements of issues between the parties as an efficient means of resolving disputes.
  The Commission has accepted and adopted rate design agreements in each of AmerenUE’s three prior rate cases whether as Non-Unanimous Stipulations (unopposed) or Joint Positions (opposed)
.  The Agreement is well within the range of reasonable outcomes supported by the evidence in this case.  The Commission should approve the Agreement as representing a reasonable compromise of complex issues among representatives of all customer classes, whose clients will actually bear the cost of any rate increase ordered in this case.



The Agreement represents a compromise by representatives of every major class of affected customers to resolve the terms of revenue allocation rather than litigate numerous, complex issues through hearings.  Therefore, it is not surprising that the Agreement does not match any particular signatory’s cost of service study.  What is surprising is that of all the parties who prepared and submitted a cost of service study in this case are in agreement, but one party (consisting of only three customers) is unable to compromise despite being offered its full testimony position and rate request.  Every party that has prepared a class cost of service study has either indicated its support of the Agreement, or has indicated non-opposition.

2.
The Agreement is supported by the evidence


The Agreement stipulates an allocation of any revenue increase that the Commission deems appropriate, which is thoroughly supported by the evidence in record.


The most compelling evidence supporting the conclusion that the Agreement is in the public interest is the broad range of interests that entered into it.  The parties include representatives of the spectrum of AmerenUE customers, from the small residential customers to the largest industrial customers.  As the Commission has previously recognized, such a diversity of interests to be able to reach a comprehensive resolution is an important consideration in concluding that an agreement is in the public interest.
  The Agreement reflects the collective judgment of these parties that their joint position reflected in the agreement is a just and reasonable resolution for this case under this set of circumstances. 


The Commission is not required to precisely set rates to match the indicated class cost of service.  Instead, the Commission has a great deal of discretion to set just and reasonable rates, and can take into account other factors, such as public acceptance, rate stability and revenue stability in determining a just and reasonable rate design.
  The joint position is a compromise taking into account not only resolution of litigation positions, but also principles of gradualism, rate impact and economic development which are just and reasonable for the Commission to consider in setting rate design.  Although the Agreement does not mirror any party’s cost of service study, all of the cost studies in this case were conducted and presented by qualified experts, and the Commission could choose to rely on any or all of these experts in this case.  


 The revenue adjustments in the Agreement and Addendum are fully consistent with these principles, and reasonably reflect the cost of service evidence in this record.  For example, MIEC’s class cost of service study shows that the LTS class is the furthest above cost, that the LGS/SPS class is the next furthest above cost, followed by the LPS class and the SGS class.
  The relative adjustments to rates in the Agreement and Addendum follow that pattern.  The LTS class would move the most, followed next by the LGS/SPS class.  LPS and SGS are next in order in terms of the relative adjustments.


At the hearing, after the Agreement was filed, witnesses took the stand to testify that the Agreement is supported by the cost of service studies and would be a reasonable exercise of the Commission’s authority to set reasonable rates.  MIEC Witness Maurice Brubaker testified that the compromise is consistent with the class cost of service studies.
  OPC Witness Ryan Kind testified that the compromise was just and reasonable.
  Commission Staff Witness Mike Scheperle indicated that the Staff found the Agreement just and reasonable.


3.
MEUA’s opposition to the Agreement unreasonable.

The only witness who opposed the Agreement was Mr. Steve Chriss representing MEUA.  MEUA did not file a cost of service study and presented no evidence on any issues in this case except the testimony of Mr. Chriss.  Mr. Chriss acknowledged that the Agreement provided MEUA with a movement toward cost of service that went almost fully to MEUA’s testimony position set forth in Schedule SWC-3 of his Rebuttal Testimony.
  His testimony also shows that the Addendum provides MEUA with its full request in this case and acknowledges that it provides MEUA with a cost of service shift greater than the $3 million proposed by Staff.
  However, he indicated MEUA opposed the Agreement because it would result in a reduction for the Large Transmission Service class.
  He further indicated that although the Agreement provided MEUA’s rate request, MEUA viewed the Agreement as creating a “pool of dollars” or “pie” from which MEUA should obtain a larger piece,.
  


The Commission should find that the compromise position reflected in the Agreement would result in just and reasonable rates.  MEUA’s opposition to the Agreement is patently unreasonable in light of its own testimony showing that the Agreement provides almost all of MEUA’s rate request and the Addendum provides MEUA’s full request and recommendation stated in its own testimony.  


4.
The MEUA’s Objections are Resolved By the Addendum.

On March 26, 2010, the Signatories filed an Addendum to the Agreement.  The Addendum was filed in response to the testimony given on March 25, 2010 by Mr. Chriss.  His testimony was that the LGS class should get a 20% movement toward cost of service regardless of which study the Commission picked as appropriate, and regardless of whether the Commission picked a specific study or not.
  Mr. Chriss then testified that he would be satisfied if the LGS class received a revenue neutral shift of $4.579 million.
  The Addendum accomplishes just that result, and the Signatories, while continuing to support the original Agreement, also would support a resolution of this issue as shown in the Addendum.


The Commission was presented with a similar scenario by the joint position filed to resolve the rate design issues in AmerenUE’s most recent rate case.  In that case, ratepayer parties including members of each customer class filed a rate design agreement opposed by one party.  There, it was the Commission Staff which opposed the rate design agreement on the basis that it did not adopt rates based on the Commission Staff’s cost of service study.
  Because the Commission Staff objected to the agreement, the agreement was considered under the Commission’s Rules
 to be a joint position of the parties rather than a Non-Unanimous Stipulation.  The Commission nevertheless found that the joint position in that case was just and reasonable and adopted the parties’ joint position.  


Approval of the joint position in this case is more compelling than in AmerenUE’s last rate case, because unlike the Commission Staff’s position in that case, the MEUA’s position has indeed been accounted for and adopted by the Signatories in the Addendum.  Here, the MEUA’s objection is not based upon any failure of the joint position to provide its recommendation, but is based simply on its view that the Agreement has created an opportunity for it to assert that it “wants more”.
  Because the Agreement in this case incorporates MEUA’s position, the record in the present case provides even greater support than in the last AmerenUE rate case for approval of the Agreement. 

CONCLUSION


The OPC, MIEC, AARP, Consumers Council and Missouri Retailers Association respectfully request that the Commission approve the Joint Position reflected in their Agreement, or alternatively in their Addendum, as resulting in a just and reasonable rate design well supported by the evidence in this case.  These parties hope that the Commission will favorably consider the ability of the customers to arrive at this Joint Position, and their ability to fully address MEUA’s rate request, as important evidence supporting justness and reasonableness of their proposed rate design.  These parties also hope that the Commission continues to find, as it has in every prior AmerenUE rate case, that cooperation is a good thing.  


Respectfully submitted:
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� The Municipal Group represents customers in the Lighting class, which includes street lights.  Lighting is recognized as a customer class  but because of its unique load pattern, it is not treated as a separate class for the class cost of service studies.  Staff Report – Class Cost of Service & Rate Design, Ex. 205, Page 13.


� The Missouri Energy Group includes Barnes-Jewish Hospital, Buzzi-Unicem USA, Inc. and SSM HealthCare.  These customers are in the Small Primary Service and Large Primary Service classes.


� AmerenUE has five customer classes.  The Residential class is comprised of residential households. The Small General Service (SGS) and Large General Service (LGS) classes are comprised of commercial operations.  The Small Primary Service (SPS) and the Large Primary Service (LPS) are industrial operations that receive electricity at a high voltage level.  The final class is Large Transmission Service (LTS), consisting of Noranda, an aluminum smelter which receives electricity a transmission voltage level.  Staff Report – Class Cost of Service & Rate Design, Ex. 205, Page 12.


� Transcript, Page.2785, Lines 8-15.


� Transcript, Page 3156, Lines 1-7.


� Transcript,. Page 2844, Lines. 6-8.


� In other words, three customers out of over 10,000 in the class are posing an objection.  Notably, the many retail establishments that take service under the SGS and LGS rates are customers that are directly represented by the Missouri Retailers Association and are supporting the Agreement.


� Commission Rule 4 CSR 240-2.115(2)


� Commission Rule 4 CSR 240-2.115 (2); See Report and Order, ER-2008-0318, Pages 119, 125.


� Mountain Iron & Supply Company v. Missouri Gas Energy, a division of Southern Union Company, Case No. GC-96-37, 1997 Mo.PSC Lexis 108 *4. The law favors settlements and compromises based upon valid considerations.  Noonan v. Kansas City Power & Light Co., Case No. EC-2008-0335, 2008 Mo.PSC Lexis 515 citing Miners & Farmers’ Bank of Aurora v. American Bonding Co., 186 S.W. 1139, 1140 (Mo. App. S.D. 1916).  See also Sanger v. Yellow Cab Co., 486 S.W. 2d 477, 481 (Mo. Banc 1972).


� See Staff of the Missouri Public Service Commission v. Union Electric Company d/b/a AmerenUE, Case No. EC-2002-1, Report and Order, July 25, 2002, Pages 2-3; In the Matter of Union Electric Company d/b/a AmerenUE, Case No. ER-2007-0002, Report and Order, May 22, 2007, Pages 8-9, citing Order Approving Partial Stipulation and Agreement Concerning Class Cost of Service and Certain Rate Design Issues, May 22, 2007; In the Matter of Union Electric Company d/b/a AmerenUE’s Tariffs to Increase its Annual Revenues for Electric Service, Case No. ER-2008-0318, Report and Order, January 27, 2009, Pages 119, 125.


� Staff v. AmerenUE, EC-2002-1, Pages 2-3


� Id.


� See Ex.  429, Schedule MEB-COS-5.


� Although cost of service evidence suggests decreases for SGS and several studies suggest decreases for LPS, these classes receive a slight revenue neutral increase in recognition of their relative closeness to cost of service, the need to move other classes (including LGS) toward cost of service, and the limitation on the increase to the Residential class, which all parties agree is priced below cost and should have an above-average increase.


� Transcript, Page 3027,  Lines  3-6; Page 3076, Lines 16-20.


� Transcript Page 3113, Lines 8-14.


� Transcript Page 3156, Lines 1-7.


�  Chriss Rebuttal, Ex. 550, Schedule SWC-3; Transcript, Page 2834, Lines 18-25, Page 2836, Line 23 through Page 2837, Line 3.


� Transcript, Page 2850, Lines 15 -18.  


� Transcript, Page 2847, Lines 5 through 24.


� Id.


� Transcript, Pages 2834, Line  25 through 2835, Line 10.


� Transcript, Pages 2836, Line 24 through-2837, Line 3


� AmerenUE Report and Order, ER-2008-0318, Pages 123-124.


� Id. at Page 119.


� Transcript, Page 2848 Lines 9 through 15.
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