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1901 Grai!Ot Street. Si. Lows 

Mr. Harvey G. Hubbs, Secretary 
Missouri Public Service Commission 
P.O. Box 360 
Jefferson City, MO 65102 

Dear Mr. Hubbs: 

February 9, 1987 

Case No. A0-87-48 

The attached schedules are enclosed for filing in response to the 
Commission's order in this case dated January 30, 1987, requiring cost of 
service data for the year 1986. The Company's initial response in this case 
regarding its water utility operations is attached as Attachment 1 hereto. 
Attachment 2 are the cost of service summary schedules workpapers which the 
Company indicated were available for review. These schedules "detail the 
offsetting cost increases and other factors" on which we base our conclusion 
that our water rates are not excessive in spite of the impact of the TRA. As 
shown, our return on equity for the water business for the Pro-Forma test year 
was only 5.86 percent. 

These schedules differ from the information requested in the initial and 
subsequent orders in that our data is based on 12 months ended June 30, 1986 
and the orders request calendar 1986 data. We used June 30 data since it was 
the most recent actual information we had when our cost of service study was 
done. 

We trust this information satisfies the Commission order especially in 
light of the fact that we plan a similar response for our gas utility service 
in the form of rate case testimony, exhibits and minimum filing requirements 
to be filed on March 2, 1987 in Case No. GR-87-62. If this is not the case we 
would appreciate being advised as quickly as possible so that additional 
information can be developed in response to the Commission's orders. 

cc w/enclosures: To all parties 

Mailmg Address. PO Box 149. St Louts. MO 63166 

Paul A. Agathen 
General Attorn 
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.. veral IIODtha the appropriate means of reflectins the impact of the 

chana• in the tax law ia through rate• resultina from thia rate case. A 

reduction of rates duriq thia inter:la period when the Company is 

shoviq a significant revenue deficiency 18 neither justifiable nor 

appropriate. 

WATER 

Union Electric eo.pany also provides water utility service to 

cuatoaers in southeast Missouri. For the purpose of this filing the 

Company has proposed two sets of documents. The first is contained in 

Attachment G and reflects the effe~t of a 40% and 34% income tax rate on 

unadjusted 1985 operations. No rate base or rate of return adjustments 

were made since there have been no rate proceedings ·for water.operations 

since 1982 at which time such operations were conducted by a former 

subsidiary, Missouri Utilities Company. 

A more appropriate basis on which to judge the impact of the 1986 

tax rate change on the Company's revenue requirement for Missouri 

jurisdictional water service is to reference a recently completed but 

not filed cost of service study. This study was performed by the 

Coapany on the s ... basis and for the s ... test year (12 months ended 

June 30, 1986) as the gas filing referred to above. This cost of 

service study indicated a revenue deficiency at existing rate levels of 

over $400,000. This study was performed using a federal income tax rate 

of 34%. Had the Company utilized the 46% rate the revenue deficiency 

would have been $97,000 or nearly 25% greater. The calculations 
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tavolvins the relevant tax rates is contained in Attachment H. The cost 

of service workpapera have not been included in the filing but are 

available for review by the Staff if desired. 

In lisbt of the results of the cost of service study indicatins a 

sisnificant revenue deficiency even at the lower tax rate, any reduction 

in water rates to reflect the minor effect of the tax rate chanse is 

inappropriate and could prompt the filins of a request for increased 

water rates. 

In accordance with the Commission's Order of December 17, 1986 

relating· to the tax effect on the Company's steam operations no 

information bas been included in this filing. 
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Respectfully submitted, 

1~ rt 0. Piening ~ 
Vi e President - Rates 
Union Electric Company 
P.O. Box 149 
St. Louis, MO 63166 



UNION ELECTRIC COMPANY 
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lTET ORIGINAL COST RATE BASE AND 
RATE OF ~ETURN - MISSOURI WATER OPERATIONS 

YEAR ENDING JUNE 30, 1986 

Original Cost of Property and Plant 
Reserves for Depreciation & Amortization 
Net Original Cost of Property and Plant 
Materials & Supplies 
Cash Working Capital 
Customers Advances for Construction 
Contribution in Aid of Construction 
Deferred Taxes on Income From: 

- Liberalized Depreciation 
- Other 

Net Original Cost Rate Base - Electric 

Net Operating Income - Electric: 
At Present Rates 

At Proposed Rates 

Rate of Return on Net Original Cost Rate Base: 
At Present Rates 

At Proposed Rates 

Rate of Return on Common Equity: 
At Present Rates 

At Proposed Rates 

Missouri 
Ultimate Cuust-•rs 

$9 659 808 
2 026 444 
7 633 364 

190 853 
13 711 

-326 246 
-268 438 

-662 661 
-110 000 

$6 470 583 

$ 482 757 

$ 735 705 

7.46% 

11.37% 

5.86% 

15.00% 

FILED 
FEB 13 1987 

PU8UC SEIMCE COMMISSION 



UNION ELECTRIC COMPANY 
COST OF SERVICE 

WATER OPERATIONS 
YEAR ENDED JUNE 30, 1986 

- Attachment 2 
Page 2 of 8 

Line Amount 

1 
2 
3 
4 
5 
6 
7 

8 
9 

10 

11 
12 
13 
14 
15 
16 
17 
18 
19 

20 
21 
22 
23 

A. Net Original Cost Rate Base 

Original Cost of Property Devoted to Water Operations 
Reserves for Depreciation 

Net Original Cost of Water Property Operations 
Materials & Supplies 
Cash Working Capital 
Customer Advances for Construction 
Contributions in Aid of Construction 
Accumulated Deferred Taxes on Income 

- Accelerated Depreciation 
- Other 

Total Net Original Cost Rate Base 

B. Operating Revenue Deductions 

Operating Expenses 
Production 
Transmission & Distribution 
Customer Accounts 
Customer Service and Information 
Sales 
Administrative & General 

Total Operating Expenses 
Depreciation and Amortization 
Taxes Other Than Income Taxes 
Income Taxes-Based on Claimed Rate of Return of 11.37% 

Federal 
State - Missouri 

Total Income Taxes 
Return @ 11.3 7% 

24 Total Revenue Requirements 

25 C. Operating Revenue (Pro Forma) 

26 D. Revenue Deficiency 

$9 659 808 
2 026 444 
7 633 364 

190 853 
13 711 

-326 246 
-268 438 

-662 661 
-110 000 

$6 470 583 

635 237 
654 047 
238 622 

18 324 
2 977 

466 307 
2 015 514 

164 117 
156 032(1) 

147 936 
7 541 

155 477 
735 705 

$3 226 845(1) 

$2 829 540(1) 

$ 397 305(1) 

(1) Excludes gross receipts taxes from gross revenue 
deficie'l LED 

FEB 13 1987 

PUBLIC SERVICE COMMISSION 



UNION ELECTRIC COMPANY 
SIJHIWIY OF WATF.R DEPT. , PRO FORMA REVlMIE AND EXPENSES 

TWELVE HOflTHS ENDED JUNE JO, 1986 

Oporattns Tranas. & Custoaer Customer Ad•ln. & Deproc. & Taxes, IncmH Totd Oper. · lie!: ap.r. 
Jlevenue Production Diet. ~ ~~ ~~!!!.!!.. ADort!zaUon ...!!!!!.!L ...!.!!!!.,__ ...!!~!•"••• ....!!!!!!!.!. 

ila?eM<I 6 Ea,......a - Per lloolul $2 896 267 $599 270 $611 361 $223 085 $16 653 $2 705 $441 888 $161 488 .222 759 $92 000 ~z 371 209 $ 525 058 

Fro foraa MJustunta 

(l) Elta1Mtlon of Croaa llecetpto Taxea 
h·• hvemaes -66 727 -66 727 

(2) Asnualtzatio11 o( Wagtt Ir.crea3ee Effective -··-7/1/86 to 7/1/87 H 967 42 686 IS 531 I 671 272 15 791 Ill 924 

(3) I""roa&o in F.aploye• Benefit• Eaponoe 
rttl.atbll to vaae 1ncreaeea 25 891 25 891 -25 891 

(4) DocreeH in Eat1aatec! Pension Eapenoo -17 263 -17 263 17 263 

{.$) Mdtti&aal OopredaUon Expenoo to Reflect Uao 
O>i yoer-end plant 2 629 2 629 -2 629 

(6) IUiDIMtioa of Croaa Receipts Tuea -66 727 -66 727 66 727 

Total Pro Forma Adj. Before Income Taxes -66 727 3S'96f "4261!6 ---rsm 1m -m 27i4I9 --rrn- =66m -n-m -m-m 
Pro Fonaa Balances Before lncOM Taxea '28295iiO m-ill 6s4ii47 ffi6'22 T8ffi rm n630'7 164 ll7 ~ JfOlili nYr"m nrm 

lacoae Taxes 

(7) Effect of Pro Foma AdjuotHnto to Not Operat1ns 
IMOIM (1-6 above) -44 611 -44 6ll 44 6ll 

(8) Atljuatmnt to reflect lover tncoae tax rates 2 645 2 645 -2 645 

(9) Increaaed f.ntereot deductions -5 181 -5 181 5 181 

(!0) Nat 1acreauod tax depreciation on year-end plant -6 987 -6 987 6 987 

(11) Elia1nat1on of UnbUled Taxea - !lot -86 -86 86 

(12) ReducUcm of lllveatDant Tax Credit -9 000 -9 000 '000 

(13) Detreaood deferred ta•oa due to AnnuaUzed 
Depredation on Yoar-Eod Plant (lncludea -17 660 -17 660 17 660 
adjuatMnt to r~flect lower current tax rates 
on L1beralhed Depreciation) ---- --- --- --- --- -- --- --- --- ---

Pro Fonaa Bt·,J.ancea 

·~ $.ill_.ill ·~ '!1.!!.El t.!_Llli $L211. ·~ $.!.!U!L $ill.J!.ll U..! .. llit~ $482 727 -------

I e 
~ ~ ii I #e.r.f 

~~ ,_. 
t-t e ~ 

I ~ tr:J f't 
00 

N 
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UNION ELECTRIC COMPANY 
WATER OPERATIONS 

EXPLANATION OF PRO FORMA ADJUSTMENTS 

Operating l'evenue 

(1) Net decrease in re~=~~~ due to elimination of gross 
receipts taxes. 

Operating ExEenses 

(2) Increased labor cost to reflect annual!~erl wage 
increases of 4.25%, effective July 1, 1986 and 5% 
effective July 1, 1987. 

(3) Increase in employee benefits expense to reflect 
annualized wage and salary increases. 

(4) Decrease in estimated pension expense. 

Depreciation 

(5) Net increase in the depreciation expense resulting 
from accruing a full year's depreciation on the 
depreciable balance at June 30, 1986. 

Taxes, Other Than Income Taxes 

(6) Eliminate gross receipts taxes. 

Total Expense Adjustments (Before Income Taxes) 

Income Taxes 

(7) Lower income taxes from Pro Forma adjustments (1) 
thru (6) above. 

(8) Adjustment to reflect lower income tax rates on higher 
taxable income. 

(9) Increased interest deductions. 

(10) Net increased tax depreciation on year-end plant. 

(11) Change in income taxes from eliminated deduction and 
deferred income taxes on unbilled revenue. 

(12) Reduction of Investment Tax Credit due to new 
tax laws. 

(13) Decrease in deferred income taxes from annualization 
of accelerated depreciation at new tax rates and 
adjustment to reflect lower current tax rates on 
Liberalized Depreciation. 

Total Income Tax Adjustments 

Total Net Adjustments to Operating Income 

A Attachment 2 
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$-66 727 i 
I 
tft 

Ill 924 i c 

~ 
'% 25 891 

-17 263 

2 629 

-66 727 

$ 56 454 

-44 611 

2 645 

-5 181 

-6 987 

-86 

-9 000 

-17 660 

$-80 880 

$-42 301 

-n ~ 
rn .......-OJ 
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IMCOI!E TAXES AT 341 RATE 

!.III!N ELECTRIC Cll!IPAfiY 
!HSSIU!! NA TER !IPEIA TI I!NS 
CALCIJI.IITI!lf4 Of !Neii!!E TillES 
12 I'I!JtlTIIS mf:D 6-30-80 

PRO FORI'IA NET OPERATING INCrJIIE 
INCOIIE TI\X - PER BOOKS 

. PRO FOR!'!A lNCO!'!E TAXES 

NET OPERATING INCOME 

NON-OPERATING lllCOI'IE & DEDUCTmNS: 
INTEREST INCOME 

11ISCELL~NEOUS !NCC!'!E DEDUCTIONS: 
iNTEREST CHARGES: 

INTEREST ON LONG TERI! llt:BT 
OTHER lNTEREST CHARGES 
Ar!ORT, OF LOSS ilN REACQUIRED DEBT 

TOTAL NON-OPERATING INCOl'IE & DEDUCTIONS 

NET INCOME FRDII OPERATIONS 

ADD: DEFERRED INCOME TAXES- NET 
DEFERRED I. T. C. -NET 
INVESTMENT lAX CREDIT 

TOTAL 

TOTAL 

OTHER DEDUCTIONS: 
ADDITIONAL DEPRECIATION 
ACCELERATED DEPRECIATION-NET 
EXPENSES CAPITAL! ZED 
PENSIONS EXPENSE CAPITALIZED 
PAYROLL TAXES CAPITALIZED 
D!S~ANTUN6 EXPENSE 
~!SCELLANE!lUS 

TOTAL OEDUCTIOH5 

TAXABLE AFTER TAXES (Ni\Tl 

INCO"E TAXES: 
FEDERAL INCOME TAX (F!T) o. 515!5151 

TAXES1 NOT BASED ON lNCD!'!E: 
INYtSTIIENT lAX CRE&IT 
DEFERRED INVESTIIENT TAX CREDIT -NET 
DEFERRED INCOME TAXES-ACCELERATED DEPR. 
DEFERRED INCOIIE TAXES-OTHER-NET 

TOTAL TAXES NOT BASED ON INCOME 

TOTAL FEDERAL lNCOI'IE TAXES 

STATF. INCO!IE TAXES 

TOTAL FEDERAL AND STATE !NCDIIE TAXES 

0.05 

!iT CLAI~:ED 
PRil FORM RETUR!i 11. m 

493,677 
u,m· 

482,757 

3,948 

$735,705 

3,948 

(394,0001 (394,000) 
m;2o41 m,2o41 
(2,o!Bl 12,6181 

----------- -------------
(431,8741 (431,874) 

50,BB3 

95,340 
0 

(14,0001 

!32,223 

5,567 
211,989 
16,SH 
10,657 
10,671 

472 
0 

<123, 674) 

(63,7111 

303,831 

95,340 
0 

! 14, OOtll 

385,171 

5,567 
211,989 
!6,541 
10.657 
ro;m 

472 
0 

255,897 

129,274 

66,596 

!14,000) !!4,000! 
0 0 

77,340 77,340 
!B,OOO !B,OOO ----------- -------------
81,!40 81,340 

17,629 147,936 

!6,509! 7,541 

m,12o ms,477 
============ ========-==== 

e Attachlllent 2 
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"Moi:OI!ERATIM IMaltf.t IDucri!INS: . 
INTEREST tlCClll1E 

11lSCELLAM£duS liiCiliiE IIEDIICTI!INS: 
INTEREST · CIIMGES: 

INTEREST ON LONG TERM DEBT 
OTHER INTEREST CKAR6£S 
AIIORT. OF L.OSS ON REACQUIRED DEBT 

TOTAL NON-OPERATIN6 INCDIIE lr DEDUCTIONS 

NET I NC!Il!E FROM IIPERATI !INS 

ADD: PROVISION FOR INCDI!E TAXES 
DEFERRED INCDIIE iAXES-NET 
DEFERRED I • T. C. -NET 

TOTAL 

TOTAL 

OTHER DEDUCTIONS: 
ADDITIONAL DEPRECIATION 
ACCELERATED DEPRECIATION-NEi 
EXPENSES CAPITALIZED 
PENSIONS EXPENSE CAPITALIZED 
PAYROLL TAXES CAPITALIZED 
DIS!IANTLINS EXPENSE 
STATE !NCOIIE TAXES 
UNBILLED REYENUE-NET 
II I SCELLANEDUS 

. ..-.. ~, 
PER lllOf!S AUI5liDTS ... ·l!fl. fllllllll 
-------- __ , --- -----

cm,6951 m,30Sl !39410001 
139,2041 (3f 2041 
12,618! {2:t.1Bl ---------- ------- -------

!417,56'1! (14,3051 1431,8741 ------------ ------- -----------
107,469 Ul7,486) t29,9'17l 

!20,0001 120,0001 
112! 000 112,000 

0 0 ------------ ----------- --------
92,000 0 92,000 

------------ ----------- -----------
199,489 1137,4861 62,003 

(1 ,7361 7,303 s 567 
200,000 11,'189 211:989 

11!,541 16,541 
!O,b57 10,657 
10.671 10,671 

'472 472 
0 (6,5)91 (6,5091 

!3,0001 3,000 0 
0 0 ------------ ----------- -----------

233,605 15,783 249,388 
------------ ----------- -----------

!34,11bl (!53,2691 !187,3851 

TOTAL DEDUCTIONS 

TAXA9LE INCOIIE 

INCOII£ TAXES: 
CURRENT FEDERAL INCDIIE TAX 
ADJUSTI!ENT TO PRIOR YEARS 
CURRENT STATE H4CDI1E TAXES 

PRO FORM @ 34% HS,OOOI 
0 
0 

!63, 7111 
0 

(6,5091 

INYESTI1ENT TAX CREDIT 

TOTAL 

UNBILLED TAXES 

DEFERRED INYESTIIENT TAX CREDIT-NET 

DEFERRED INCDI!E TAXES: 
LIBERALIZED DEPRECIATION 
AftORT Of LIBERALIZED DEPRECIATION 
DEFERRED INCDI!E TAXES·OTKER-NET 

TOTAL DEFERRED 

TOTAL PRtlYISION FOR INCDI!E TAXES 

15,0001 19,0001 !14,000! ------------ ----------- -----------
!20,0001 (64,2201 184,2201 

!1,0001 1,000 0 

0 0 0 

98,000 117,6601 80,340 
13,0001 13,0001 

-----~~~~~ ----------- ----~!!~--
113,000 117,6601 9S,l4o 

$112,000 I$8018Bl.ll . $11,120 
====~======= ======--==== =========== 



PIIIHIIRIIA NET lHCIIIIE 
IMCDIIE TAl PER I8I1KS 

OIHEH lltili.~H:!IIS: 
INTEREST 
!!TilER TAX DEDIJCU~ 

TOTAl DEOOCTIOMS 

TAXABLE INCDI!E 

FEDERAL lMCOftE TAX 
STATE IMC~I!E TAXES 

@341 

431,874 
255,~7 

61!7,771 

MlliiT 
-.-"-~ 

Mt1,B17 
92,eoG 

!193,8941 

IA.'t 7111 

·16;so9i 



DESCR!Plltllf 
-------~---------------------------------------- ----------- ----------- ----------- -----------
ADJ •. .TD NET llm!ATIIG Iti£01£ !$123, 1811 !f54tUOl H,S49 1$44,611! 
AD.J. TO REFLECT Ll!ER TAl RATE 21M5 
ADJ. Elm£IIDED CGST TO L T.D. AT 6-30-86 !14, 305) !6,Z1JOl 1,109 !5, 181! 
ADJ. TO 800~ DEPRECIATION !7,303! !3,2W 5C6 !2,MSI 
ADDITIONAL TAX DEPRECIATION ON YEAR-END PLANT \11. '11!91 !5,2711 m (4,3421 
ELI~INATIDN Of UNBILLED REVENUES !3;000) !L31'1i Z53 11,0861 ----------- ----------- ----------- -----------
TOTAL TUABLE INCO!IE ADJ. (159,7781 170,2511 

ELI"INATION Of PRIOR YEARS ACCRUAL 0 
REDUCTION OF JNVESTIIEMT TAX CREDIT !9,000) 
EmiMAT!ON Of UMBILLED TAXES 1,000 
REDUCTION OF DEFERRED INYEST!IEIIT TAX CREDIT 0 
!NCR. liEF. TAXES lll!E TO ANNUALIZED DEPRECIATION 117,660) 

PER BOOKS 

PRO FCR~I\ 

-----------
1$185,4381 

=========== 

PROOF OF INCDIIE TAlES 

AVERAGE TOTAL 
EFFECTIVE FEU STATE 

TAXABLE INC. TAX RATE INC. TAX 

!34,116)43. 967039821 ($!5,000) 

(!93,894!36.21S66633X ($70,220! 

!$159,77!!! 7.751973491 !f55.220) 

CHANGE iN TAXABLE !NC011E @ CLIRRENT RATE !57 ,865) 
PER POOKS TAXASLE INCOI!E @ DIFFERENCE IN EFFECTIVE TAX RATES 2,645 

PRO FORI4A ADJUST!'!ENT TO FED. & STATE !NCOIIE TAXES !SS,220l 

12,386 155,2201 

0 
(9,0001 
1,000 

0 
!17,6601 

-----------
!$80,8801 

==::======== 


