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THE PUBLIC SERVICE COMMISSIO

 OF THE STATE OF MISSOURL

In the matter of the application of

UNTON ELECTRIC COMPANY for
permission and authority to
censtruct, operate and maintain two
combustion turbine generating units
in . the State of Missouri.

APPFEARANCES: Michael F. Barnes, Attorney ‘at Law, and William E.
Jaudes, Attorney at Law, 1901 Gratiot Street, P. 0. Box
149, St. Louis, Missouri 63166, for Union Electric
Company.

Kent M. Ragsdale, Assistant Public Counsei, foice n{
tne Public  Counsel, P. 0. Box 1216, Jefferson City,
Missouri, 65102, for the Public.

Treva J. Hearne, Assistant General Counsel, Missouri
Public Service Commission, P.: 0. Box 368, Jjeffersoa
City, Missouri, 65102, for the Staff of the Commission.

Daniel F. Lyman, Assistant Attorney General, P.VO. Box
899, Jefferson City, Missouri 65102, for the Missouri
Department of Natural Resources.

Herman Barken, Associate County Counselor, County
Covernment Center, 41 South Central, Clayton, MNisseouri
63105, for St. Louis County, Missouri.

PEPCRT AND ORDER

Introduction
VOn November 20, 1978, Union Electric Company (Company) filed
its application with the Commission, seeking authority te constract,
operate and maintain two (2) combustion turbine -generating ownits
withiﬁ its service area, as more specifically described below.

On January 9, 1979, the matter was set for hearing on March

22, 1979, before the Commission in its hearing facilities located in



:Cxty of. Jefferson, M1 gm‘ff»?‘cﬁ;€éh¢uaty

gCOmNIBSIQn requested that prefxleé testimony : an@ exhibits
.in this - proceeding. . On the same date, COmpany filed an amended
appiication with the Commission. The original application s@ught
authority to place the units at the Company's Meramec Power Plant
property. The amended application chahges the location of one (1) of
the units to the Sioux Power Plant property. Corresponding changes

were made in the amended application to reflect the correct electrical

capacity figures and costs.

On Match 2, 1979, the Commission established dates f§r~£§£
filing of prepared testimony and exhibits. Company andkStaff ti#e;y
filed prepared testimony and exhibits according to the scheduie.  0m
March 2, 1979, the Office of the Public Counsel filed cert;in
Interrogatories on the Company. Oon March 14, 1979, St. Louis Cot y
filed an application to intervene, which was granted. The Missouri
Department of Ratural Resources was granted permission to participatg
without intervention in the following degree: to be serveak wi{h

of the case papers including, but not limited to, all

~

copies
pleadings, transcripts, prefiled testimony and exhibits. On March 21,
1575, Company answered Public Counsel's Interrogatories.

on the day set for hearing, Union Sarah Community
Corporation and Utility Consumers Councli of Missouri sought a delay
in the proceedings by sending a telegram to the Commission. No one
representing the aforementioned parties appeared at the hearing and

the hearing proceeded as scheduled. At the conclusion of the hearing,

the parties waived the provisions of Section 536.070, RSMo 1978, and



‘expressed their desires not to file briefs.

mitted for decision by the Commission.

“hils motion to dismiss this application alo

support of said motion. On May 25, 1979, Company filed an Answer to

the foregoing motion and requested the Commission to deny the same and
enter its Order of approval to build the requested units. On June 21,
1979, the General Counsel filed a further motion requesting oral
argument in this matter, By Order dated June 29, 1379, the Commission
grahted the motion for oral argument and the same was held on July 10,
1979. At the conclusion of the oral argument, the matter was again
submitted for decision by the Commission.

rindings of Fact

The Missouri Public Service Commission, _having .considered
all of the competent and substantial evidence upon the whole. reccrd,

makes the following findings of fact:

I. Company

Union Electric Company (Company) is a Missouri corporation
with its principal place of business located at 1901 Gratiot Street,
St. Louis, Missouri 63166. Company is engaged in rendering electric
service in eastern and central Missouri and steam heating service in a
poertion cf downtown St. Louis. The aforementioned operations are
performed under the jurisdiction of the Missouri Public Service
Commission. It is alsoc engaged in rendering electric service in

portion of Illinois and gas service in Alton, Illinois, and vicinity,




ject 7‘iﬁé”jurisaiétidﬁfbfftﬁér1’1

“well as electric service in subject to

State Commerce Commission.
7 appfbximatély '774,000 retail

electric Customers and fifteen (15)

electric wholesale for resale customers in the States of Missouri and

Iowa. Company's steam service in downtown St.

Louis is offered ‘to

approximately 395 customers.

II.

Proposed Constructicn

Company proposes to construct, operate and maintain two (2)

combustion turbine generating units.

One (1) unit would be

constructed on a site at the east-

central portion of Company's Meramec

Power Plant prcperty and

northwest of the power plant proper. The
Meramec Power Plant is located at 8200 Fine Road,

at the confluence of

the Mississippi and Meramec Rivers in St. Louis County, Missouri. The
other uni

unit would be built on a site in the central portion of

Company's Sioux Power Plant property. The Sioux Power Plant is

located in St. cCharles County, Missouri, on Highway 94, approximately

twenty (20) miles northwest of downtown St. Louis. Both of the

proposed units are located within the boundaries of Company's

certificated service area.

The two (2) proposed combustion turbine units are ocil-fired

peaking units, Each unit will have a max imum Peak summer capacity

rating of 51 megawatts and an operating load summer rating of 48

megawatts, Company's normal Practice is to run Peaking units at the

operating load summer rating to reduce maintenance.




The units' major parts consiste of iwo (2} gas geﬁé:5£§fs
and two (2) axial flow turbines which drive a single tandem Cﬂnhééted
dirwcooled génerat@f; an ekciter which supplies eléctric CutréﬁtQBSEd
to produce a magnetic field in the generator; and two (2) air ﬁbtors
for initial starting.

The two (2) air motors along with their air storage system
would provide the units with blackstart capability. The air pack
drives the air motor, which in turn starts the turbine until the unit
starts firing off its own fuel. This feature enables the units to be
started without any external power source. Blackstart capébility
would be of use in case Company experienced a blackout. Ithhis case
the combustion turbires could be running in approximately five {5) to
ten (10) minutes. The Company proposes to locate the units at the
Meramec and Sioux Plants so the blackstart capability of these
machines could be wused to start the Sioux and Meramec baseload
turbines from a cold start if necessary.

It is ‘estimated that the wunit at Meramec would cost
approximately $8,800,000, and the Sioux unit would cost approximétely
$9,700,000, The original plan to place both the units at Meramec
would have cost approximately §1i7,600,000. The additional cost
generated by the separation of the units is due to increased equipment
cost. Moreover, at the Sioux Plant additional landfill, fuel storaqge
facilities and additional installation and engineering costs would be

required.

The units would burn tHo. 2 distillate fuel oil., The Meramec

site has fuel storage of 1,500,000 gallons which provides for 150




hc"rs aof operation at a burn rate of S,OOO ggilbﬁé pér hour,

(1) exlsting and the ptoposed unit. The

storage of 600 000 gallon whi;h w0u1d provide for

operation for the one (1) new‘ unit. k A 600 000 gallon

proposed because its gost is only $1OO 000 more than a 300 000-331 on

tank, and at a future date, another combustion turbine could be built

at this location utilizing this tank.

Company anticipates that over the thirty (30) year lives of

the units, they will operate between 200 to 400 hours annually. Under

peaking conditions, the units can run ten (10) hours per day, five (5}

days per week. Company's peak period 1is during the months of June,

July and August.

Company has considered the effect upon air quality in the

areas and the units would be designed to comply with federal, state

and local air quality and emission standards. All environmental

pérmits have been appliéd for. Both the Meramec and Sioux units would

be 1in compliance with the noise control code of St. Louls Coﬁnty,

although the Sioux unit is iocated in St. Charles County which has no

existing noise control regulations.

Company estimated the installation of the proposed units to

cost 18.5% miiiio dollars. Company expects to finance the

construction out of funds available in its treasury, a portion of

which may be obtained through new financing. The amount and nature of

any new financing will be submitted to the Commission for approval.

Company chose the Meramec and Slioux locations for several

reasons. First, no additional transmission facilities or manpower



would be required. Second, the units need ¢

nitrous oxide emissions and each site has

blackstart capability of the units was an integra

selection. The Meramec baselosd capacity is located in the =
Company's system. In the event of a system failureée, the peakers co

be used to start the baseload turbines. Recovery of the baseload unit
could be accomplished in one and one half hours. In addition, the
baseload capacity of Meramec is small enough " to be brought -back up
quicker than those 1located at Labadie and Rush 1Island. The same
reasoning applies to the placement of the other unit at Sioux, which
lies in the north part of the system. ' The “‘placement of the ‘units at

to

Sioux would also provide letdown power to the baseload wunit
minimize the chance of damage in a shutdown situation.

Company made the management decision to build these and
other units in 1975. The units were ocrdered in June of 1978.% lLate
in 1974, Company made the decision to <cancel two 600 megawatt
coal-fired wunits being constructed at Rush Island. In' Case No.
ER-77-154, the Company requested and a majority of the Commission
allowed Company to amortize the cost of the canceled Rush Island Units
3 and 4 over a five (35) vear period. In March of 1976, Company ordered
165 megawatts of combustion turbines from General Electric. Xo

Commission review or approval was sought by the Company.: In May of

*Company's application was filed with the Commission on November 20,
1978.




8, Company placed another order for 102 megawatt

turbine capacity.

At the time Company ordered the units, no purchase p

contracts had been secured to give Company additional capacity

Getober of 1978, total capacity: coming into- 1979 was ‘reduced

a pe

‘magawatts. The reduction -in capacity "was caused by

derating of 45 megawatts “at “Meramec ‘due té "the fuel -used

“temporary derating of 730 megawatts on units at Meramec, Labad.

Sioux due to environmental problems concerning emissions.

‘time, -Company sought out power purchases to cover the deratiags;

Company contracted for the purchase of JOPPA power i

January of 1979,

the amount of 500 megawatts, 360 megawatts and 240 megawatts in the

summers of 1979, 1980 and 1981 respectively. With the 360 =ma

of 'JOPPA purchased power, Company's adjusted capacity was
megawatts. The peak demand was forecasted to be 5,990 megawatts
corresponding adjusted demand of 5,767 giving Company a reserve
of 1,268 megawatts or a 22% reserve in 1980.

' In view of projected high reserve levels in 1979 and 1980,
Staff recommended that Company carry out an aggressive interchange
sales program Iin those years, . In addition, " Staff -considered a
combustion turbine schedule for 1981, If Company were to put in this
combustion turbine schedule for 1981, Staff saw no polnt in ine ng

the additional expense of separating the two (2) 1980 combustion

turbine units at this time. However, the Staff recommended tnat since




 €ﬁi§bb6ﬁ5hs£f5§ turbine would not ‘be needed

'déﬁéhd forecast with a 15% rteserve margin,

eliminated.

Coﬁclusions

The Public Service Commission of the State of Hissagiiﬂﬁas
d at the following conclusions: w

The threshold question to be addressed in this proceeding is
whether electric gtilities under the Commission's jurisdiction mnust
obtain our approval through the issuance of a certificate of
convenience and necessity before it can 'build plant within its
certificated area.

Initially, it 1is relevant to discuss what fgﬁétié#' a
certificate of convenience and necessity fulfills in the
administrative Process. A certificate of convenience and‘neéeSSity
does not grant a utility any powers 1t does not already possess. ~On
the other hand, a certificate cannot take away any right or power then
existing to the utility. The corporate powers of a utility are not

found in a certificate of convenience and necessity. State ex rel.

City of Sikeston v. Missouri Utilities Company, 53 SW2d 394, 399 ({¥o.

banc 19232). A certificate only permits a utility to utilize those

rights and privileges already conferred upon {t. State ex rel,

Harline wv. Public Service Commission, 343 SwW2d 177 (Mo. App. KCD

1960) .

In the Harline case, the court held that all’ corporate

powers of a utfility are derived from the State by virtue of its




charter, which 1néiudés a11'énacfed statutes. A utiiity derives fronm
’Séétion 351.385, RSMo 1978) all powers necessary or convenient to
affect any or all purposes for which it 1is formed. Section 393.010,
RSMo 1978 confers on the wutility the special power to manuf%éiﬁre,
sell and furnish electricity.

Having considered the above, then of what value- is a
certificate of conveaience and necessity? The Commission is deiegéfed
the statutotry authority to grant or deny an application for a
certificate, after hearing, to protect the public interest.  The
statutory power gives the Commission a tool to regulate competition
beiween utilities and to avoid the needless duplication of electric
facilities. Thus, when a certificate 1s granted for a certain area,
the Commission has determined through findings of fact and conclusions
of law that the utility should operate within the certificated area.
The certificate is the triggering mechanism that allows the utility to
use the powers it already possesses.

Section 393.170, RSMo 1978 entitled "Approval of
Incorpecration and Franchises-Certificates,” provides in part thai no
electric corporation shall begin construction of an electric plant
without first having obtained the permission and approval of the
Commission, Section 386.020.5, RSMo 1978 defines electric plant as
including all real estate, fixtures and personal property operated,
controlled, owned, used or to be used for or in connection with or to
facilitate the generation, transmission, distribution, sale or

furnishing of electricity for light, heat or power; and any conduits,




or  other devices, wmaterials, . Appa
containing, holding or carrying conductors u

transmission of electricity for iight, heat or power. Se

RSMo 1978 provides that the definitions in Section 386.020 shall app

to and determine the meaning of all such words, phrases 9:;@
in-Section 393.110 to 393.290,

The foregoing Section 393.170 has previously been cons
by the courts of this State. The construction emerging from thz
appellate decisions involving this section is that the "permission aaé
approval” of the Commission, as expressed In a certificate of
convenience and necessity, is only required ". . .(l) for any new
company or additional company to begin business anywhere in the state,

or (2) for an established company to enter new territory." State ex

rel Harline vs. Public Service Commissicn of Missouri, 343,;§Qw;2d

177, 18z2. In State ex rel. Doniphan Telephone Company v.7§§§iig

Service Commission, 377 S.W.2d 469, 474, the Court stated ". . .the
Commission shall pass wupon the question of public necessity and
convenience for any new or additional company to begin business
anywhere 1in the 'state or for an established company to enter new

territory.” The most recent case of similar import is Empire District

Electric Company vs. Cox, 588 S.W.2d, 263.

The Commission therefore concludes that a certificate 1is
only needed when an electric corporation starts in business or i1f it
attempts to expand 1ts authority in an entirely new area. Such

conclusion is entirely consistent with the heading of Section 393.170

11




H’ehtltled:"Apptoval of.Inéetpcéaéicn;éédUFr chisés-Certifica es.”

An argument could be made that the above cases a

applicable to the instant situation as they concern transmiéﬁidh\lines

as opposed to plant. The Commission believes such an argument wonld

without merit as electric transmission lines are a part of the

be

definition of plant as contained in Section 386.020.

The Commission notes that while dicfa, the St. Louis Court

of Appeals summarily assumed that proposed plant to be constructed

within a certificated area does not need the approval of this

Commission by the following statement feund iu State ex rel. ﬁfiiity

”Consumers Council v. Public Service Com-ission, 562 sw2d 688 690ﬁ(ﬁo.

App. St. Louis 1978):

Since the plant was to be constructed beyond the
regular service territory of the Company, 1t was
necessary to apply to the Commission for a certificate
of convenience and necessity.

For a further discussion on this topic see: Public Service Commission

v. Kansas City Power and Light Company, 31 SW2d 67, 71 (Mo. banc 19306)

and State ex rel. Doniphan Telephone Company v. Public Service

Commission, 377 SW2d 469, 474 (Mo. Ap. KCD 1964).

Accordingly, the Commission is of the opinion that it is not
necessary for electric wutilities to come before us to obtain
permission to build plant within their certificated areas. The

Commission 1is cognizant of the fact that a utility has the right to




?Qﬁ?TOI;énd manage its business within certain parameters and

Commission daes not possess the power of management {incide

ownership, However, the J{ommission realizes that . the build

plant is a riskj and expensive proposition. §Thgt¢f§fe, th&WCea‘issiaﬂ
will entertain requests from utilities to app:b?e plant constru#tian
within their cettif[cated’areés oaly 1f all‘éecessarv information aﬁd
facts are presented for a learned and rational decision. By so doing,
the utility would remove the contigency of obtaining a rate base
determination after the plant was built, and thus the possibility :hat
the Commission would find and conclude that the plant was not néeded
after monies had been expended to build the same.

in the instant case, the Company has placed the

Howe

3

er,
Commission in a position where a meaningful decision cannot be made.
The Commission concludes that the application in this matter was not
timely filed. The real decision to build the units in question, was
made 1in 1975. When the two (2) Rush Island 600-megawatt units were
discontinued, the Company chose to embark on the construction of
conmbustion turbines or to secure adequate purchased power to make up
needed capacity. In the instant proceeding, Company divulged that it
made plans to construct twenty—-eight 50-megawatt combustion turbines
to replace 1,200 megawatts of cancelled coal-fired units. The Company
made this decision in 1975 but did not ask for Commission review or
approval to construct these twenty-efight (28) units. All units were

to be constructed within the Company's certificated service area. Due




to a reduced growth of energy demand by its customers. the
changed its plans once again and decidcd rta seek Commission ayg'

to construct two (2) of the co&bustion turbines.

Company ordered the units in June of 1978. The arig aai

application was filed with the ’Commission oﬁ Novembe ,23, 39?8.
Obviously, the Commission has been put 1into a position where  $
meaningful decision canrnot be made. Thus, Company s application wiii
be dismissed due té its wuntimely nature and lack of adequate
information. If the Company chooses to cbnstruct these unité, the
determination of whethér this plant 1is app:oéiiate or needed:to”se¥vg
the public interest will be made in a rate procéeding afterkih; plént
is constructed and when the Company decides to present it1 to“C£§e
Commission.

In summary, the Commission recognizes and concludes that
utilities do not have to come before it to obtain authority te build
plant within their respective certificated areas. However, 1if{ the
utility so proceeds without Commission approval, the determinatiom of
whether such a unit or units are needed to serve the public will bke
made after monies have been expended when the plant is proposed to be
placed in rate base in a rate case. Such a course of actien may not
be in the best interests of the utility or the public; therefore, the
Commission leaves open the option of approving the addition of plant
when and 1f 1ttt is provided with full information and the facts
concerning the same. If utilities seek Commission approval of any

plant construction in their certificated area or accept Commission




would 1nclude all units proposed,

cost information to support a least-cost approach to meeting energy
needs., Further, in addition to annual updates of all information, the
Commission would expect timely information on any changes propesed in

such plans.

Having considered the above, the Commission concludes this

matter should be dismissed.

It is, therefore,

ORDERED: 1. That the application filed on behalf of Union

n

Electric Company 1Iin Case No. EA-75-11

\D
'

and it 1s, hereby

e

[

a
2

, !
dismissed.

ORDERED: 2. This Report and Order shall become effective

October 20, 1980.

BY THE COMMISSION

T el Mot

D. Michael Hearst
Secretary

(S E A L)

Slavin, Chm., McCartney, Fraas,
Dority and Bryant, CC., Concur.

Dated at Jefferson City, Missouri,
this 20th day of October, 1980.
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STATE OF MISSOQURI
OFFICE OF THE PUBLIC SERVICE COMMISSION

I have compared the preceding copy with the original
on file in this office and I do hereby certify the same to
be a true copy therefrom and the whole thereof.

WITNESS my hand and seal of the Public Service Commission,

at Jefferson City, this 20th  day of October 1980

D. chae earst
Secretary




