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In the matter of the joint application . I 1'-(~ I of the utility companies compr1sing the 
Union Electric System for permission and 
authority (i) to merge Missour•i Utilities 
Canpany, l1issour·i Power & Light Company 
and Missour·i Edison Company with and into 
Union Electric Company and (il) to carry 
out the transactions contemplated by the 
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William E. Jaud~s, Attorney at l,aw, and Jean Banta Moore, ij(_J"./ 
Attorney at Law, P. o. Box 149, St. Louis, Missouri 63166, for 
Union Electric Company, Missouri Utilities Company, .Hissour'i f 
Powel' & Light Company and Missouri Edison Company. 

Michael l1adsen, Attorney at Law, 211 East Cap1tol Avenue, 
P. o. Box 235, Jefferson City, l1i~souri 65102, for Dundee Cement. 
Company. 

Fred Boeckmann, Attorney at Law, 401 Independence, 
P. 0. Box 617, Cape Girardeau, Missouri 63701, for the City of 
Cape Girardeau. 

Robert 11. Wohler, Attorney at Lm~, 114 East Elm, O'Fallon, 
~lissouri 63366, for· the City of O'Fallon, City of Wentzville, City 
of Troy, Village of' New Melle and Village of Flint Hill. 

Rollin J. Moersohel, Attorney at Law, 200 Nor•th Third Street, 
St. Charles, Missoul'i 63301, for the City of St. Peters and 
Village of St. Paul. 

Hobert W. Ewing, Attorney at Law, Boone County Courthouse, 
Columbia, Hissouri 65201, for. the County of Boone. 

Robert c. Johnson, Attorney at Law, John RasE, 
Attorney at LaH,-and ·Marks. Packer, Attorney at LaH, 
720 Olive Street, Suite 2400, St. Louis, l1issouri, for 
ACF Indus tries, Incor•pol'ated, Anheuser-Busch, Inc. , ~ord t1otor 
Company, General Motors Corporation, GM Assembly Division, 
Hallinckrodt, Ino., McDonnell Douglas Corporation, Monsanto 
Company, Nooter• Corporation, PPG Industries, Inc., Pea Ridge 
Iron Or·e Co., and St. Joe Hinerals Corporation. 

Thomas 0. Pickett, Attor•ney at LaH, and Christopher P. Raynes, 
Attorney at-Law, 9211 Hain Street, P. o. Box 70, Trenton, 
Hissouri 64683, for Green Hills Regional Planning Commission, City 
of Brookfield, City of Bucklin, City of Hamilton, City of Kidder 
and City of Kingston. 
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Hilliam Cl.?_!_'~~Kell:t.:, Assi.stant Attorney General, .supreme Court 
Building, P. o. Ilox 899, Joffe••son City, Mi~souri 65102, for the 
State of Missouri. 

Howard H. Hickman, Attorney at La~r, Box 82, Kirksville, 
Missouri 63501, for the City of Kirksville. 

Hilliam ~l. Barvick, Atto1•ney at Law, 124 East High Street, 
Jefferson City, Missouri 65101, for the City of Jefferson, City of 
Bevier, City of Bland, City of Belle, City of Boonville, City of 
Edina, City of Eldon, City of Elsberry, City of Excelsior Springs, 
City of Kearney, City of Louisiana, City of Lawson, City of 
Mexico, City of New London, City of Wood Heights, City of Atlanta 
and City of Kirksville. 

Hichard w. French, Assistant Public Counsel., and Darnell W. 
Pettengill Assistant Public Counsel, P. o. Box 7800, 
Jefferson City, Hissouri 65102, fot· the Office of ,the Public 
Counsel and the Public. 

Mary Ann Garr, Assistant General Counsel, P. 0. Box 360, 
Jefferson City, Missouri 65102, for the Staff of the Hissouri 
Public Service Commission. 

On January 31, 1983, Union Electric Company (UE), Missouri Utlities Company 

(MU), Hissouri Power & Light Company (MPL) and Hissouri Edison Company (ME), 

(Applicants) f ile.d a joint application to merge MU, ~lPL and ME into UE and to carry 

out the transactions contemplated by the mergers. Applicants filed a Motion for 

Setting Hearing on May 12, 1983. The Staff's Response to Motion .fot· Setting Hearing 

was filed on June 7, 1983. On June 20, 1983, the Commission issued J.ts Order 

Scheduling Pt'oceedings. 

By order dated July 25, 1983, the Commission granted the applJ.cations to 

intervene filed by Dundee Cement Company and the CJ.ty of Cape Girardeau. On July 29, 

1983, the Commission issued an order scheduling local hearings, directing notice to 

customers and rescheduling the pPehearing conference. The Commission issued an ordet' 

on August 12, 1983, directing the parties to file supplemental direct testimony on 

certain issues. On August 19, 1983, the Commission is·sued its Order Granting 

Interventions of the Villages of Flint Hill and St. Paul, ·the Cities of Wentzville, 
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St. Petet'fJ, KenPney, 0 'Fallon,· Jeffer·son, Old t1onroe, Louisiana, ~loberly, Eldon, 

ElsbePry, ~lexica, Boonville, Shelbyville, Bevier•, 13land, Belle, Brookfield, Hamil ton, 

Bucklin, Kidder, Kingston, New London, Canton, Versailles, Stover, Wellsville, 

Atlanta, Lai·/Son, Wood Heights, Kirl<sville, Hurdland, Gt'een, Edina, Excelsior Springs, 

New Haven and LaGrange, the Green Hills RegJ.onal. Planning Commission, Miasouri 

Municipal League, the State of Hissouri and the following Industrial Intervenors: 

ACF Industries, Incor•porated, Anheuser-Busch, Inc., Ford 11otor Company, General 

Motor·s CoPporation, Mal.linckro<lt, Inc., McDonnell Douglas Corporation, t1onsanto 

Company, Nooter Cor•poration, PPG Industries, Inc., Pea Ridge Iron Ore Co. and St. Joe 

Minerals Corpor·ation. On August 26, 1983, the Commission granted the amended 

application to intervene fJ.led on behalf of the City of Louisiana and also granted 

the withdrawal of the application to intervene filed on behalf of the City of Canton. 

The Commissi.on, in its order dated September 1, 1983, granted both the appli.cation to 

intervene filed on behalf of the City of Troy and l;he amended application to 

intervene filed on behalf of the City of Kirksville. On September 8, 1983, the 

COlllllission issued an Order Rescheduling the Evidentiary Hearing and granting the City 

of Atlanta's amended application to intervene. The Commission granted the Hotion to 

Intervene filed on behalf of the Village of New Melle on September 14, 1983. The 

prehearing conference scheduled in this case for September 2'f-29, 1983, •-tas held and 

a Hearing t1emorandum was filed. Public hearings. were held on September 19, 1983, in 

Cape Girardeau, on September 20, 1983, in Hoberly, on September 30, 1983, in 

St. Louis, and also on September 30, 1983, .in Clayton, and on October 11, 1983, in 

Jefferson City. The Commission issued its Order- Setting Addl.tional Hearing Dates and 

Granting Motion to HJ.thdraw Application to Intervene filed by the Rqman Catholic 

Church on October 20, 1983. 

On October 31, 1983, the Joint Applicants filed their Hotion to Strike 

Testimony. Intervenors 0' "'all on, Wentzville, Troy, New Melle and Flint Hill filed 

a Hotion for• Report on Issue of Elimination of Competition from Alternate Bulk Power 
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Sources on November 7, 1983. Suggestions in Oppos1 tion to Applicants' Motion to 

Strike Testimony submitted by Inter•venors Bucklin, Hamilton, Kingston and Kidder•, 

Missouri were filed on November 9 1 1983. The Joint Applicants filed their Objection 

to Motion for Report on Issue of Elimination of Competition from Alternate Bulk Po1~er 

. Sources on November 9 1 1983. The Cities of O'Fallon and Wentzville filed their 

t1;mJorandwn in Opposition of Motion to Strike Testimony on November 9 1 1983. The 

Staff' of the Missouri Public Ser·vice Commission (Staff) filed its Response to Hot ion 

for Repot't on November 10, 1983. On November 23, 1983, the Commission issued an 

Order· Denying Motion fot' Additional Report. 

A hearing was held on October 31, 1983, November 1, 1983, Novembet' 3, 1983, 

November 9, 1983, and November 10, 1983. Parties did not waive the reading of the 

transct•ipt pursuant to Section 536.080, RSMo 1978. Initial and reply briefs were 

filed by most of the parties. The city of St. Peters and the village of St. Paul 

filed a Notice to Join in Brief of the City of Jefferson et al. on November 17, 1983. 

On November 28, 1983, the Staff and the Applicants f'l.led a Stipulation and Agreement 

on the issues relating to irrigation rates, municipal. street lighting rates and 

Whiteman Air Force Base. 

Findings of F~c~ 

The Missouri Public Service Commission, having considered all of the 

competent and substantial evidence upon the whole record, makes the following 

findings of fact: 

UE is a Missouri corpor•ation, authorized to do business in Illinois and 

Iowa. The principal business of UE is to provJ.de electric energy to customers in 

Missouri, Illinois and Io"a. The terri tory UE serves in Missouri includes the City 

of St. Louill and St. Louis County and portions of five adjacent counties: 

St. Charles, l"rankl in, Jefferson 1 St. Francois and Ste. Gen~vieve 1 and portions of 

Miller, Mo1•gan and Camden counties in central ~lissouri. UE also serves three areas 

in Illinois, including the cities of East St. Louis and Alton, and an area in Iowa 



/ 

near the Keokuk hydroelectric plant, includ i.ng the cities of' Keokuk and Fot't Madison, 

( In addition to the retail electric business, UE also serves fifteen wholesale 

electric customers, twelve of wh.ich are located in Hl.ssouri and three in Iowa. 

A3 of December 31, 1982, the population of UE's service area was estimated 

to be 2,079,32'1, of which 1,800,162 are in Hissoul'i. UE's electl"ic customers 

nunbered approximately 801,250 as of December 31, 1982, of which 714,564 were in 

Missouri. As of December 31, 1982, UE distributed natural gas to approximately 

17,200 customers in Alton, Illinois, and vicinity, and provided steam heating service 

in downtown St. Louis to approximately 286 customers. 

UE has three ut.ili ty subsidiaries--MU, HPL and ME. These companie-s operate 

only in t1issouri, UE also owns all the stock of Union Colliery Company t4hich owns 

coal reserves in Illinois. In addition, UE owns IJO percent of the common stock of 

Electric Energy, Inc., which owns and opel"ates a 1,100,250 kilowatt steam generating 

plant at Joppa, T.lllinois, t<hich supplies power to the Paducah Project of the 

Department of Energy. 

UE OHns six steam electt'ic plants, tHO hydroelectric generating plants, one 

pumped-storage hydro plant, six combustion t.urbines, t4hich have an estimated 

aggregate net capability of 6,500,000 kilowatts, of which 5,600,000 kilowatts are 

steam generating capacity, As of December 31, 1982, UE owned approximately 3,334 

cil"cui t mi.les of electric transmission lines, 14,030 pole miles of overhead 

distr•ibuti.on lines, 6, 783 miles of underground cable, and 331 substations with a 

~nsformer capacity of approximately 32,083,000 kVA. UE also owns a propane-air gas 

plant in Alton, Illinois, with a daily natural gas equivalent capacity of 12,000 Hcf 

md 259 miles of gas mains J.n the City of Alton, Illinois, and vicinl.ty, Other' 

jroperties of UE include a steam distribution system in d01mtown St. Loul.s and office 

buildings, Harehouses, garages and repair shops at val"ious locations throughout the 

territory served, 

,. 
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The UE System is composed of MU, MPL, ME and UE. UE owns all of the issued 

( and outstanding shares of common stock of t1U (956, 345 shares), The issued and 

outstanding ,,!Japes of preferred s took of HU are owned by thiPd parties. UE owns all 

tbe issued and outstandJ.ng shaPes of common stock of MPL (3,000,000 shares). The 

issued and outstanding shares of preferred stock of MPL are owned by third parties. 

UE owns all the issued and outstanding shares of common stock of ME ( 4IJIJ, 445 shares). 

There are no outstanding shares of preferred stock of' ME. MU, MPL and ME cuPrently 

purchase almost all of their electric requirements from UE under wholesale rates 

regulated by the Federal Energy Regulatory Comm.i.ssion (FERC). 

Wi.tness .')mith, Executive Vice President and Director of Union Electric 

Company, testified that UE's stockholder approval of the merger has been obtained. 

t·PL is a Missouri corporation with its executive office at 101 t1adison 

Street, Jefferson City, t1issouri 65101. MPL is engaged in providing electric service 

to approximately 94,000 customers residing in the Missouri counties of Adair, 

Audrain, Boone, Caldwell, Callaway, Chariton, Clark, Clay, Clinton, Cole, Cooper, 

Daviess, DeKalb, Franklin, Gasconade, Gentry, Howard, Knox, Lewis, Livingston, Macon, 

Maries, Hiller, Moniteau, Monroe, Hontgomery, Osage, Pike, Ralls, Randolph, Ray, 

Schuyler, Scotland, Shelby, Sullivan and Warren under the jurisdiction of this 

COillllission. NPL also distributes natural gas in 38 communities to approximately 

35,000 customet's in central and northeast portions of Missouri and steam service to 

the state government in Jeffet'son City, Hissout'i, under the jUt'J.sdiction of this 

Canmission. 

HPL owns two combustion turbines and 11 intel'nal combustion engine· units 

which have an estimated aggregate net capability of 76,000 kilowatts. HPL's 

generating capacity is used primarily fot' peak power requirements. · During 1982 MPL 

purchased approximately 89 percent of its electric energy from UE and 10 percent from 

Kansas City PoHet' & Light. As of December 31, 1981, MPL owned approximately 

1, "(15 circuit miles of electric transmission lines, 260 substations with a 
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tranM'ormer capacity of appr·oximately 2,413,000 kVA, and related diatribution 

systems, ·a pr•opane-air gas plant at Jefferson City, ~1issour1, with a daily natural 

f!iil8 equivalent capacity of '1,500 t·lcf and '{08 miles·of gas main~. Other pt'operties of 

MPL include a steam distribution system, office buildings, warehouses, gar•ages and 

repair shops . 

ME is a Missouri. corporat.ton with its executive office at 202 South Third 

Street, Louisiana, ~lissouri 63353. ~1E is engaged in the business of providing 

electric service to approximately 32,300 customers r·esiding in the Missouri counties 

of Lincoln, Nontgomery, Pike, St. Charles and Warren under the jurisdiction of this 

Commission. ME also distributes natural gas J.n northeastern Missouri to 

approximately 6,200 customers in 20 communl.ties under the jurisdiction of this 

Coc!Inission. As of December• 31, 1982, ME owned approximately 358 circuit miles of 

electric transmission Unes, '{8 substations with a transformer capacity of 

approximately 759,000 kVA and related distribution systems and 299 miles of gas 

mains. During 1982, ME purchased 100 percent of J.ts electric energy requirements 

from UE. Properties of ME include.office buildings, warehouses, garages and repair 

shops. 

Hitness David c. Harrison, president and directop of Missouri Power & Light 

Canpany and t1iss,ouri Edison Company, testified that the proposed merger is in the 

p.~blic interest since it will reduce the cost of oper•ation. Mr. Harrison also 

testified that MPL' s stockholder approval of the merge!' has been obtained and that 

the boar•d of diPectoPs of' ME and UE have approved the merger as of December, 1982. 

~lU is a Missouri corporation with its executive office at 400 Broadway, 

Cape Girat'deau, Missour-i 63701. flU is engaged in the business of furnishing electric 

service to approximately 60,000 customers t>esiding in the Hissour•i counties of 

Butler, Cape Gl.rardeau, Cooper, Dunklin, t1il.ler, Mississippi, Honi teau, "Horgan, 

New Madrid, Pettis, Saline, Soott and Stoddar•d as a public utill.ty under the 

jw-isdlotion of this Commission. HU also distr•ibut.es natural gas to approximately 
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49,000 customers in 32 communi ties in central. and noutheastern t1issour·i and water 

( service to approximately 11,000 customers in the City of Cape Girardeau, !1issouri, as 

a public utility under the jut>isdiction of this Commission. !1U owns one combustion 

turbine and two internal. combustion engJ.ne units Hhich have an estimated aggregate 

capability of 27,000 kilowatts. During 1982, t·IU purchased approxituatel.y 98 percent 

of its electric energy requirements from UE and two percent from Arkansas Power & 

Light. As of December 31, 1982, t1U owned approximately 601 circuit lines of 

electric transmission lines, 98 substations w.itll a transformer capacity of 

approximately 1,223,000 kVA, and related distrtbution systems, three propane-air gas 

plants in Cape GiPaPdeau and Columbia, !1issouri, with a dai.ly natural gas 

equivalent capacity of 10,440 Mcf, 1,036 miles of gas mains, two pumping, 

purification and water treatment plants and 185 miles of water mains. Other 

properties of MU include office buildings, warehouses, and garages at various 

locations throughout the terri. tot'y served. 

IHtness Lengefeld testified as president and chief executive officer and 

director of l1U that the proposed merger is in the public interest since the merger of 

MU with and into UE will reduce the cost of opePation. Lengefeld also testified that 

the necessapy !1U stockholder approval of the merger was obtained. 

/>jlplicants have requested authority from this Commission to merge MU, MPL 

and ME with and into UE, to apply the existing subsidiary rates for gas, water and 

steam service, to apply the existing UE electric rates and rules and regulatl.ons 

thr•oughout the subsidiaries' service areas, to issue up to 86,620 shares of preferred 

stock and to transfer all certl.ficates of convenience and necessity, franchises, 

works or systems, licenses, leases and permits, moptgages, bonds and other evidences 

of indebtedness and other r•ights and obligations from ~IU, MPL and ME to UE as a part 

of this roeJ•gel'. 

Generally, application of UE's tariffs to the subsidiaries' electric 

customel's Hould result in a decrease in Pates; however, .it would result in an 

incl'ease in J'ates to certain classes of customers incl. uding municipalities • 

• 
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The Staff of the Public Sel'vice Connnission (Staff) and the Office of Public 

Counsel (Public Counsel) recommend approval of the merge!' because of the increased 

efficiency and resulting co,it savings to be flowed through to customers. The Cities 

of Jefferson, Atlanta, Bevier, Belle, Bland, Boonville, Cape G.iroat'deau, Edina, Eldon, 

Elsberry,· Excelsior Springs, Kearney, Louisiana, Lawson, flexico, Hoberly, i'lew London, 

Versailles, 'liood Heights and Kirksville (Jefferson Cl ty et al.) are principally 

concerned over' rates for cities and at'e not intet'ested in delaying Ol' obstructing any 

savings t•elated to reductions in rates of' other customer's. The Groeen Hills Regional 

Planning Commission, the Cities of Brookfield, Bucklin, Hamilton, Kidder and 

Kingston, Hissotll'i (Green Hills et al.) request the Commission to deny the merger 

because of the increase tn rates to the cities. The City of' Kiroksville feels that 

Applicants fail to show that the mel' get• would not lessen competition among supplier's 

Which would proovide powep si.nce theroe 1;ill be three less potential purochasers on the 

wholesale market. Kirksville f'urthero states that MPL has purchased ten pel"cent of' 

its po1;ero from a source other than UE foro several yearos, contracts between UE and MPI, 

aroe not prwpetual and the controacts likely violate federoal anti trust laws and 

Section.s 3 and 7 of the Clayton Act, Therefore, the city of' Kiroksville recommends 

that the merger not be allowed. The ci tl.es of 0 1 Fallon, Trooy, Wentzville and the 

villages of r'l.int Hill and New Helle (0 1 Fallon et al.) t'ecommend that the mergero 

should not be approved because of the probability of lessening competition. The city 

of' St. Peters joined in the brief of Jef'fel'son City et al. Howevet', in the Hearing 

11emoroandum, the city of St. Pe),el's recommends that the merger not be approved because 

of the substantial increase in rates and the lack of cost; of service data. Cape 

Giroardeau, which did not file a brief, states in the Hearing Memoroandum that it 

opposes the rocrgm·. The Indus tr'ial Interovenoros: Monsanto Company, ACF Indus tries, 

Inc., Anheuser-Busch, Inc., Ford l·lotor Company, Generoal Hotoros Co!'poroation, 

Mallinckt•odt, Inc., McDonnell Douglas Corporoation, 1'/ooter Corporation, PPG 

Industries, Inc., Pea· Ridge Iron Oroe Co. and St. Joe Minerals Corporation 
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(Monsanto et al.) l:'ecommend that the merger should be approved, Dundee Cement 

Company (Dundee) does not oppose the merger per se if appropriate steps are taken to 

assure that it does not cause customers of UE 1 s subsidiaries to face discr'l.rrtinatory 

rates, The State of Missout'i representing Southeast l1issouri State Uni vet'sity (SEMO) 

neither supports not' opposes the proposed met'ger but is concerned with the impact of 

the possible rate increase. 

The Commission finds that the proposed merger will permit consolidation 

into one "orporate ent.i ty the accounting, data processing, engineer-ing, financial, 

legal, operations, planning, purchasing, rates and other services which ar-e presently 

carried on separately by each corpor-ation. The Commission further finds that this 

will result in certain economies by eliminating duplication of efforts, will 

contribute to management efficiency and will result in a net armual savings of 

$9.7 million. 

Shares of prefepred stock of MU and MPL will be acquired by UE which will 

convert them into shares of its preferred stock. All of the issued and outstanding 

shares of common stock of MU, MPL and ME, of which UE J.s the sole owner, will be 

cancelled after the effective date of the merger and no stock of UE will be issued in 

exchange therefor. Since UE owns all the outstanding common equity of the 

subsidiat'ies, thet'e is no purchase pt'ice for the equity interest, However, there 

will be 60,000 shares of NPL preferred stock and 26,620 shares of MU preferred stock 

outstanding. UE: is proposing to trade, on a one-for-one basi.s, shares of UE: 

preferred stock for MPL and MU shares 1·11 th an approximate ten pet'cent increase in the 

annual dividend to be paid to ~1PL and MU preferred shareholders, This wnount;s to 

approxi.mately $39,000 per year in incr-eased dividends at the time of the merger. 

Applicants 1 ~;itness testified that this J.ncrease is necessary to encourage 

Shareholdet'3 to vote for the mer·ger and exchange their existing shares. 

All debt obligations of UE, MU, t1PL and ~1E included in their first mortgage 

oonds wi.ll remain outstanding after the merger' and will. remain obligati.ons of UE as 
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the surviving corporation under t;he Plans of ~lerger, and in the ease of bonds, will 

continue to be secured by fir'st mortgage liens on the respective properties of UE, 

I-ll, MPL and HE, which will be held by UE on tlw effective date of the rner'ger. 

Neither the rights of credi tor·s of UE, 11U, 11PL and 11E nor• any liens upon their 

properties •.;ill be impaired by the mePger. The outstanding indebtedness owed by each 

subsidiary to UE will be cancelled upon the effective date of .the merge!', 

Upon the effectiveness of the merger, t1U, HPL and 11E will cease to exist 

and will become par't of UE, the surviving corporation. UE will acquire all the 

certificates of convenience and necessity, franchises, works or systems, 1 icenses, 

leases and permits of NU, MPL and ME. UE will directly provide electr'ic, gas, water 

and steam service to subsidiary customers as of the effective date of the merger. 

The Applicants propose to provide electric service under UE's tariffs as of the 

effective date of the mer'ger and other services under the subsidiaries' tariffs. 

The Commission is of the opinion that the merger will not result in any 

additional financial risk to the surviving entity and that the financing flexibility 

may be improved as a result of the combination of the companies' earnings in 

determining the ability to issue debt and prefepr•ed stock. 

The Commission finds that UE will continue to provide electric, gas and 

water service pursuant to 1! CSR 240-10.030, the Standards of Quality Rule, after the 

merger. The Commission further finds that .the present customer contact structure for 

handling customer complaints will remain in effect after the merger. 

The Commission is of the opinion that IJ8's plant investment represents 89 

percent of all electric utilJ.ty property on a mel'ged basis, that the subsidiaPy 

oompanies have not reviewed their• depreciation rates in recent years, and that UE' s 

tariff rates will be applied to most of the electric service customers. The 

Commission finds that fol' the nat. ural gas propePties, the present tat•iffs of each of 

the subsidi.al'ies a1'e to be maintained; thel'efore, separate depreciation expense, 

plant and reserve should be maintained by each individual company. The Commission 
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concludes ttiat. the depreciation rates to encompass all electric companies after the 

merger should be UE' s pl'esent depl'eciation pates and that the depreciation rates 

presently prescribed by each subsidiary company for gas pl'Operties should be 

maintained ilfter the merger. 

The cost savings to the merged company will result from the elimination of 

approximately 304 subsidiary jobs •~hich will be partially offset by the need to add 

approximately 511 jobs in St. Louis. Other savings include a reduction from 

allocation of distributable property on a systemwide basis, a reduction in i.nsul"ance 
~ ~-------~-~--- -·-·--------·---~------·---~----. 

premiums, a reduction in computer rental, and elimJ.nation of expenses associated with 

maintaining three coPporate headqua!"tel"s office buildings. The costs of integrating 

the subsidial'y operations include modification of present customer' recol"ds, cash 

pl"ocessing, repol"ting pr'ooedul"es, numePous computer progpams and implementation of 

common construction standa!"ds. Other' costs include sevel"ance pay to employees wl1ose 

jobs are elituinated and shal"eholdel" appl"oval costs. 

Savings to UE for sala!"ies of employees who have left minus those who have 

been added in St. Louis for' 1983 are $2,000,000. UE stated that the cost savings 

enjoyed by UE should be flowed through to the ratepayer's of the subsidiaries if the 

merge!' is appPoved, howeveP, not the $2,000,000 since rate case activity has been 

curtailed and offsetting costs will be incur!"ed the next year. 

The subsidiary companies buy their power with certain exceptions from UE. 

These contracts to buy power from other' sources have been cancelled and UE >lill 

provide all power' needs in the future. The subsidial"ies and UE are bound by 

contl"acts to buy, except for the subsidial'ies own genel"ation, and to pl"ovide all the 

requirements. Also, since UE owns all the common stock of all the subsidial"ies, it 

conti"Ols the operations of these subsidial"ies tht'ough the selection of the 

subsidiar'ies' bom·ds of directors to whom the officers of the subsidiaries report. 

lf'L had purchased electl"icity from Kansas City Power & Light Company for' its 

Excelsiol' Springs di.~tl"ict. For' the twelve-month perl.od ending August 31, 1983, the 
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average purchase price under that contract >~a" 4.1174 cents per kilowatthour. For the 

( 
same per•iod, the purchases from UE averaged 2.8'{6 cents per kilowatthour. MU had a 

contract >~i th Ar.kansas Power & Light under which t11ey purchased electricity for the 

Senath district at an average rate of 5.7 cents per kil.owatthour' in 1982. The UE 

rates for the southeast district averaged 2.6 cents per· kilowatthour in 1982. 

Dr·. Kuhlman, the witness for the Cities of O'fallon et aL 1 testified that 

the wholesale mar•ket for electric power has the potential for a substantial. degree of 

oonpetition which could replace regulation. He also stated that there would be a 

change in the relationship between the subsidiaries and UE if the merger was 

approved, ~ince presently the subsidiaries have some independence to shop foP power 

and at'tel' the merger that flexibility would disappear and result in less competition. 

Staff pointed out that there was no evidence to show that competitively priced bulk 

power in the quanti ties that would be required by the subsidiaries is now or will. in 

' 
tho future be available. UE believes that competition cannot replace t•egulation in 

the wholesale rnat'ket fop electric PO\•Ier, and that because of' the nature of' the bulk 

power market, the subsidiaries would need long-term commitments for power and would 

not be in a poai tion to shop for power in the other bulk power markets. t>twther, UE 

states that it has designed and built its generation and transmission system on the 

basis of what is best for the enUre system. Public Counsel argues that if the cost 

claimed by UE to pt>ovide electricity to its customet's were higher' than necessity due 

to low cost alternate suppliers, t.he Commission has authority to disallot~ those costs 

in the setting of just and t'easonable rates. Public Counsel pointed out that since 

1959 UE and its subsidiaries have had its pot;er cenl;r•ally dispatched by UE 

dispatcher's so the power is supplied on a systemwide basis. 

nw Commission finds that with the met>ger a degree of flexibility will be 

lost which mi.ght have allowed the subsidiary companies in the future to purchase 

power on the bull< power market if pot~er was available and if it was cheaper than 

buying ft>om UE. However, the Commission is of th<> opinion that it is sheer 
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speculati.on as to whether competition as proposed by Intervenors would ever· ex.ist, 

( and furthet' thi.s mere possibility does not offset the clear benefits of the merger 

proposal at this time.. Also,. the Commission points out that othet' govet•nmental. 

agencies have jurisdiction over the issue of a potential lessening of competition in 

the bulk p01mr market. Therefot•e, the Commission finds that a potential lessening of 

ccmpcti tion i.n the bulk power market does not constitute a dett'iment to the public in 

this case. 

Having oons.ideped all Of the evidence in the record, the Commission finds 

that no detriment to the public has been shown to exist if this application to mel'ge 

HU, t1Pl, and HE with and into UE is granted. 

The Commission must also consider the rates to be applied. Applicants 

request that Ur:' s rates be applied to the subsidiaries' electric customers and all 

other customers would be served under their present rates. Staff agrees wl. th UE' s 

• proposal to apply UE' s rates to subsidiar•y electric customers except for municipal 

service r·ates, street lighting rates, traffic signal. rates and cotton ginning rates. 

Public Counsel agrees with Staff's proposal and emphasized no sur-charge should be 

levied. Jeffet•son City et al. recommend that the rates for municipalities be frozen. 

Lntil the next rate case and a surcharge be applied to all other customers to make up 

for the loss in t•evenue. Green Hills et al. recommend that the mer get' not be 

considered unt.i.l the next rate filing or that municipal rates be frozen and other 

electric cus tomeps be placed on UE 's tariffs with the surcharge or .to leave all 

subsidiary customers on the subsidiary rates and permit the merger and apply a 

negative surcharge to all customers except municipals. Kirksville requests that the 

application of UE 's rates be deferred fOt' tllose customers who will reoeive a rate 

increase until the next rate case. Kirksville furthet' rejects Staff's proposal 

because of the size of the impact of the rate increase to the municipals. The Cit.y 

of O'Fallon et al. recommend that the Applicants' shareholders absorb the cost of 

honoring the fl'anchise contPacts of the cities. The City of St. Peters joi.ned in the 

\ .. 
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brief of ,Jefferson City et al. llol;eve!', in the Hearing ~!emorandum, the city of 

St. Peters agreed with Staff's proposal with ce!'tain Umi tat ions. Cape Girardeau, 

Which did not Cile a brief, states in tho Hearing 11emorandum that if the merger is 

.approved, it would favor freezing municipal lighting and pumping tariffs at existing 

rates. The State of Missouri. representing SEf!O request that either the current rate 

be frozen without: any power transfer to UE or that the cost of power be phased in 

over two years wi tll a monthly increase. The Industrial Intervenors, Monsanto et al., 

and Dundee agree with UE that its l'ates should be applied to all electl'ic customers 

of the subsidiaries. Dundee argues that there should be no sul'charge t·o make up fol' 

the loss of municipal revenues since that is discriminatory. 

The Commission finds that the level of revenue generated by the application 

of UE rates to the subsidiary electl'ic customers as pr•oposed by UE resu.l ts in a net 

revenue effect for the IJE System of a negative $'/NO,OOO taking into consideration 

annual savings and one- time savings. This revenue figure does not include the 

$2,000,000 in savings to the Company in 1983. 

lJE 's proposal to flow through savings to the electric subsidiary customers 

is based upon the reduction in adrninistr•ative and general expenses in the· subsidiary 

companies' service areas. Based upon these facts, the Commission finds that flowing 

through savings to tlle electric subsidiary companies' customers in the form of a rate 

reduction is l'easonable. 

Rates gene'r•ally should be based on specific cost-of-servia~ studies. 

Thel'efore, ther.e should be great hesitancy in approvl.ng substantial increases in 

l'ates fol' nny customer class in the absence of a cost-of-service study. The 

Camnission f.tnds that the proposed increases as evidenced by Exhibit 13, Schedule MP, 

>age 2-4, for municipal service rates, municipal fixed rates, municipal street 

lighting rates, municipal. l'ight.ing rates, municipal pumping rates, traffic signals 

rates, private lighting rates, outdoor lighting rates, athletic field J.ights rates, 

cotton ginning and irrigation Pates, irrigation r·ates, Whi ternan Air Force Base and 
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SEMO' s rates are substant.i.al and in tho absence of a coat-of-service IJtudy supporting 

those cost increases, the Commission finds that the proposed application of UE's 

rates to these customers would be tmreasonable, 

Except for certain classes and two customers referred to herein,. the 

Commission finds that the cost differences between UE and its subsidiaries and the 

subsidiaries themselves are relatively insignificant, that UE's current rates 

adequately track those costs since UE 's filed tariffs have been approved by this 

CCilmlission as an outcome of two rate design cases, E0·-78-163 and ER~83-163. The 

CCilmlission notes that none of the subsidiary companies have had the level and 

structuPe of their l'ates examined in a class cost-of-servic.e study, Having 

considered the subsidiary companies' revenue requirements, the class revenue 

requirements and rate structure changes, the Commission finds that the application of 

UE's rates to the subsidiaries' electric customers, with the following exceptions, is 

reasonable: ~lunicipal. fixed rates, municipal service rates, municipal pumping rates 1 

municipal 1 ighting rates 1 municipal stl'eet lighting rates 1 tr•affic signals rates 1 

cotton ginning and irrigation rates, irrigation rates, private lighting rates, 

outdoor lighting rates, athletic field lights rates and the rates applied to 

Southeast Missoul'i State Univer•sity and Whiteman Air £'orce Base. 

'llJe Commission finds that the municipal fixed rates and municipal fixed 

street l.ighting rates should be increased to the municipal service rates and the 

municipal street lighting rates in effect for each subsidiary company. The 

Ccmmission, in Case Nos. ER-82-180 and ER~82-198 found that these contracts were 

below cost and discl'iminatory. The Commission ordered that sel'vice under the fixed 

rate contracts for• municipal services and street lighting should be eliminated in two 

phases. Six months after the effective date of the new rates established by those 

orders, the company was to bill all municipalities Hi th fixed rate contracts 

remaining in effect by an additional amount which is one-half of the net difference 

between the company's filed municipal tariff schedules and the rates provided for in 
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the individual. contracts. The fir•st phase has been implemented. The Commi.ssion 

further ordered that with the effective dat.e of the tariffs filed pursuant to the 

Comml.ssion' s order in the company's next general rate proceeding, all service to the 

affected cities should be t'endet•ed at the rate pre<Jcribed in the company's tariff 

schedules. 

The Cotranission finds that thet•e l·lill be no future rate cases for the 

subsidia<'y companies, and the companies would have filed such cases but for the 

merger. The Commission bas not found any changed cipcumstances which would cause it 

to change i.ts decisions in Case No. I':R-82-180 and EH-82-198. Based upon these facts, 

the Commission believes that the final phase·-in of municipal fixed contract rates 

proposed in orders in ER-82-180 and ER-82-198 should be implemented, 

By not increasing the municipal tariff r·ates, the Commission is allowing 

all municipalities approximately one year to anticipate the possibility of a 

substantial increase in rates in the future. This increase may result from an 

application of UE tariffs to the subsidiaries' electric municipal customers and the 

jX)Ssible large increase in UE' s rates when Callaway One comes on line. IJE ts 

planning on filing its next t'ate case in Febr•uary, 1984. 

The Commission finds that the present subsidiary t'ates for municipal 

pumping rates, traffic signals rates, private lighting rates, outdoor lighting rates, 

athletic field lights rates, cotton ginning and irrigation rates, irrigation r•ates, 

Whiteman Air Force Base and SE~D rates should be maintained until the effective date 

of the Report and Order in the next ..ate case, 

The Conunission does not approve the StipulatJ.on and Agreement entered into 

by the Staff and Company regardJ.ng irrigation rates, municipal street li.ghting rates 

and the lvhiteman Air Force Base rates. 

The Comrnission f.tnds that the Company should notify the CommJ.ssion 

imnediately if any average user in any class will receive more than an approximate 25 

percent !'ate increase, other than tho raunJ.cipal.J. ti.es previously receiving service 
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under the fixed municipal sel'vice and fi.xed municipal: lighting rates. If there are 

such users, then the Commission may act to ameliot>ate the impact of the rate increase 

upon them at that time. 

The Commission further finds that UE is to provide cost-of-service studies 

relating to municipal service, municipal and private lighting, irrigation, cotton gin 

and traffic signal rates in its next r•ate case. The Commission expects UE to make 

other' appr•opriate cost studies in its next r•ate case. Any party ~rho wants the 

Commission to order a cost-of-service study f'ol' a paPticular class of UE customer 

should file a r•equest with the Commission and show good cause for such a request at 

the earliest possible time. 

The Commission authol'izes UE to provide gas, ~rater and st.eam service under 

the subsidiar·ies' present r•ates to the subsidiary customers. 

The Commission determines tht UE should file tariff provisions reflecting 

the refund provisJ.ons contained in the Applicants' tariffs as agreed to by the Staff 

and the Applicants in the Hearing Hemorandum. 

The Commission finds that UE should be authorized to apply the existing UE 

rules and r·egulations throughout the subsidial'ies' service areas. However, upon UE 's 

first assessment of a late payment charge on a given customer of MPL or HE during 

1984, the cus torner should be notified of the assessment but should not be charged. 

·me 11issouri Puplic Service Commission has arrived at the following 

conclusions: 

This case is before the Commission pursuant to Section 393.190, RSHo 1978, 

m1ich provides that a utility may not merge without having first secured from the · 

Commission an order authorizing the company to do so. This Commission has held in 

many cases that the sole issue to be decided by it is l~hether the proposed 

transactions are detrimental to the public intePest. Re: .. !,.aclede Gas C£!II£a!!1, 

92 PUR3d 1126, 430 (Ho. PSG 19?1); Re:.~~theast 11issouri Telephone C~a'2X.~nd 
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southwestern__]3~ll Tel_££ll_<?_ne Compan_y:, 3 Mo. PSC (N.S.) 19; R'?.:.:;: __ ,_D~or:!_!phan Telephone 

Companz, 10 Mo. PSC (N.s.) 11J7; _Re!_ Capital Citz Telephone Company al}d United. 

Utilities_,_In"'-'·' 13 Mo. PSC (N.S.) 519,· and ~...£l._ __ Kans~il___l'-<?.wer_!._Jd_t~ht C'?_g.!£anz, 

Report and Ordep, p. 6 (September• 12, 1983). It is not t•equJ.red that the appLicants 

(rOVe that the publl.c will be benefited in transactions such as mergePs. A 

mareholder should be allowed to sell or otherwise dispose of Ol' deal. with his 

(rOperty unless i.t would be detrimental to the public. State ex rel. City of 

St. Louis v. Publ~ervice Commis"'._ion ot:_Miss<?_ur~, 73 S~/2d 39~ (t1o. en bane 1934). 

The evidence shaHs that the proposed merger of HPL, MU, ME in and Hi th UE 

Hill not be detrimental to the public interest. 

Pursuant to Section 393.180, RSMo 1978, the Commission authorizes UE to 

issue up to 86,620 shares of preferred stock and cancel the existing preferred stock 

of the subsidiaries. 

Tne Commission, after not.ice of hearing, may order a change in the rate, 

charge or rental. in any r•egulati.on or practJ.ce affecting the rate, charge or rental 

and it may determine and prescribe the lawful rate, charge or rental and the lawful 

t-egulation or· practice affecting sa.id rate, charge or rental thereaftet• to be 

observed. 

Objections to l':xhibi.ts 17, 18, 19, 20, 21, 24, 30, 48, 52, 62, 63, 64 and 

65 are ovet•ruled and those exhibits are received into evidence. 

!Jny motion not previously ruled on should be considered denJ.ed, and any 

objection not pr·eviously ruled on should be consi.der·ed overruled. 

It is, therefore, 

ORDimgo: 1. That Missouri Utilit.J.es Company, Missouri PoHer & t.J.ght 

Canpany and Missouri Edison Company are authorized to met•ge with and into Union 

Electr•ic Company. 

ORDERED: 2. That Union Electric Company is authorized to apply the 

existing subsi.diary rates for gas, Hater and steam service. 
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OHDEHED: 3. That Union Elect~ic is autho~tzecl to apply the existing Union 

Electric rates throughout the subsidiaries' se~vice a Peas Iii th the follmiing 

exceptions: Hunicipal service, municipal street lighting, municipal fixed,· municipal 

lighting, municipal pumping, private lighting, outdoor lighting, athletic field 

lights, traffic sJ.gnals, cotton ginning and irrigation, it•rigation, Southeast 

Missouri State University and Whiteman Air Force Base. 

OlDERED: 11. That Union Electric Company is authorized to apply each 

subsidiary electric municipal set'vice 1 municipal street lighting and municipal 

lighting rate noH in effect to the municipalities in the curt•ent subsidiary company's 

territory. 

ORDERED: 5. That Union Electric Company is authorized to apply each 

subsidiat'Y company's rate now i.n effect for' its electric customers in the current 

subsidiary company's territory served on municipal pumping, private lighting, outdoor 

lighting, athletic field lights, traffic signals, cotton ginning and irrigation, 

and irrigation r•ates. 

ORDERE:D: 6. That Union Electric Company is authorized to apply the 

present rates in effect for !Yhiteman AJ.r Fo!'ce Base and for• Southeast 11issouri State 

Uni vet•si. ty. 

ORDERED: 7. That Union Electric Company is authorized to issue up to 

86,620 shares of pr•eferPed stock and cancel the existing preferred stock of the 

subsidiaries. 

ORDERED: 8. That t1issouri Util.i. ties Company, Missouri PoHer & Light 

Canpany and ~lissouri Edison Company are author•ized to transfer their cel'tificates of 

convenience and necessity, franchises, works or system, licenses 1 leases and permits, 

mortgages, bonds, other evidences of indebtedness and othet' rights and obl.J.gations to 

Un.i.on E lectr•i.c Company •. 

ORDEllED: 9. That the authority herein granted shall be exercised within 

I thirty (30) clays of the effective date hereof or thl.s ol'der shall be of no for.ce or 

effect. 
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ORDERED: 10. That Union Eaectl'ic Company shall notify the Cmmission 

i.mmediat<;ly if any average user in any class will receive more than an approxJ.mate 

25 percent rate increase, other than (;he municipalities previously receiving service 

under t.he fixed municipal service and fixed municipal lighting rates. 

ORDERED: 11. That Union Electric Company shall file tariffs reflecting 

refund prov.isions contained i.n the existing tariffs: MPL Tariff Sheet. No. 11.2, MPL 

Tariff Sheet No. 11.3, MPL Tat•iff Sheet No. 11.4, ME Tariff Sheet No. 3.1, ME Tariff 

Sheet No •. 3.2, and MU Tarifr Sheet No. E-4. 

ORDERED: 12. That Union Electric Company .is to provide cost-of-serovice 

studies relating to municipal service, mw1icipal "nd private lighting, irroigation, 

cotton gin and traffic signal rates in its next roate case. 

ORDERED: 13. That any class of customers which want additional cost-of-

service studies from Union Electroic Company shall file a request with this Commission 

and show good cause for such a study at the earliest possible time. 

ORDERED: 14. That Union Electric Company's present depreciation rates 

shall be p!'escroibed for all electric properties. 

ORDER";D: 15. That Union F;lectt•ic Company is to maintain the presently 

prescribed Union Elect Pic Company, Missouroi UtJ.li ties Company, Missouri Power & Light 

Ccmpany and Missouri EdJ.son Company depreciation rates fol' gas, water and steam 

hP.ating proper·ties. 

ORDERED: 16. That Union Electl'ic Company is authorized to apply the 

existing Uni.on Electt•ic rules and r•egulatJ.ons throoughout the subsidiaries' service 

areas prov.l.ded, however•, upon Union E:lectric• s first assessment of a late payment 

charge on a given customer of ~!issouri Power & L.i.ght Company or Missouri Edison 

Company during 1984, the customer shall be notified of the assessment but shall not 

be charged • 

ORDERED: 17. That the tariffs to be filed herein shall ern body the rates 

herein found to be reasonable and propel', and may be charoged for service rendered on 

and after thirty ( 30) days of the effectJ.ve date of th.is He port and Order. 
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ORDERED: 18. That this lleport and Order shall become effective on the 

( 

' 

28th day of December, 1983. 

(S E A L) 

Shapleigh, Chm., Musgrave, Mueller 
and Hendren, CC., Concur and certify 
compliance with the provisions of 
Section 536.080, RSMo 1978. 

Dated at Jefferson City, !1issouri, 
on the 15th cay of December, 1983. 
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B.Y THE C0!1HISSION 

--;;(;' '--1'' ,-yr,-#:-1( -d.. o~(;:::: 
Harvey G. Hubbs 
Secretary 


