BEFORE THE PUBLIC SERVICE COMMISSION
OF TEE STATE OF MISSOURI

in the marter of Arksnsss Power
& Light Company of Lirtle Reck,
Arkansas, for authority teo file
tariffe increasing vates for
electric service provided to
customers in the Hissouri
sexvice ares of the Company.

Case Bo. FR-B85-265

G Yl Mg i e gl o

In the matter of the investi-
gation of the revenue effecrs
upon Missouri uriliries of the
Tax Reform Act of 1986.

Case ¥o. AD-87-48

T ™

RESPONSE TO MOTION 7C SUSPEND PUASE-IN TAFIT:ED

Comes now the Stalf of tne Missocurl Public Service
Commission (Staff) and states as follows:

1. 1In sccordance with orders issued by the Commission in
Case No. ER-85-2653, Arkansas Power & Light Company (APEL) has filed
tariffs designed to ismplement Year 2 of 1its phase-in, effective
March 21, 1987,

2. On HMarch 5, 1987, Deoe Run Company and ASARCO, Inc.
(Mines) filed a Motion to suspend said phase-in tariffs. The Mines
also requested that the Commission establish & hearing schedule to
determine the impact of trhe Tax Reform &ct of 1986 (TRA)} on APEL's
revenue requirement, and reguested that the Commission sdjust AP&L's
phase-in to reflect its findings.

The Mines filed rtheir motion 1a Case Nos. ER-83-265 and

AD-87-48. The Staff does not believe either of these dockets is the

proper forum for the Commission to address the issues raised by the
Mines® wmotion, but since there 1ig not an appropriate docket in
existence, Staff is £iling its response in these dockets.
Nonetheless, the Staff will not waste rescurces by serving a copy of
this pleading on the myriad of disinterested parties im Case No.
AD-87-48.

3. The Staff agrees with the Mines' position that it is

legally permissible for the Commission to suspend &P&L's phase-in
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tariffs befors they take affsct, Secrticn 3%3.130 R3Mo 1988 provides
that the Cosmission msy suspend 20y schedule filed by en eslectrical
corporation staring & newv rare or charge.

Section 393.153% REMo 1986 (che phase-in stature) parmits the
Commission to pre-spprove phase-in traxiffs applicable to future
periods, but in this case the (ommission has sxplicitly declined teo
pre-approve tariffs spplicable o yesrs two through sizx of the APEL

phase~in. Absent such pre-approval, the Cosmission clearly retains

its authority to suspend any or sll of the phase-~in tariffs.

4. Despite the fsct that the Cosmission has the asuthority -
to suspend APEL's (lariffs, the $Stafi does =nrt Lesiieve that the
Commission should exerriese chat authority in this instance. State ez

rel, Ueiliry Consumers Council of Missouri, Inc, v. PSC, 58% S.¥.2d 41

ssion must consider "all relevant

(Mo. 1979) dictates that the Comm
factors”™ in adjusting the rates of a public utility. As a result,
suspension of APSL's phase-in tariffs would precipirate a full-scale
rate case for AP&L.

Despite the fact that the TRA will provide additional
revenues for APEL, Staff does not knew 1f APSL's earnings will be
excessive when all relevant factours ere considered.

In Staff's opinion, {t would be inadvisable for the
Commission to presently allocate a large amount of its rescurces to a
full-scale APSL rate cese, merely because of the existence of the
phase-in.

5. 1In prior pleadings filed in Case Ho. ER-85-265, the
Mines have suggested an alternmative for reflecting the effects of the
TRA in APSL's rates. The Mines have pointed cut that APSL's existing
tariffs permit an sutcmatic increase or decrease in rates to reflect
any changes in tax rates. As a result, the Mines contend that the
Commission could decresse APSL's rates to reflect the TRA without
considering all zelevant factors in accordance with the UCCH decisionm,

In the Staff’'s view, this is an sttractive slternative since

it avoids the rescurce commitment which would be necessary in 2
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full-scale rate case., Alse, it seems ntally fair since APEL
authored the tariffs which would be the basis for the Cosmission's
&ction. Forthersere, 1t would permit the Commission to effectuate &
rate reductiom om July 1, 1987, the dste that the new tex rates take
effect.

However, there are seriocus legal risks isherent in this
procedure. The UCCH case could reasonably be interpreted to hold that

the Commission lacks the statutory suthoriry to adjust rates without

comsidering all relevant factors. 1If this is trua, the existence of

APEL’s tariff language cannot scrve to incr-ase the powers of the

Commission bevond rhose exn'solzly or implicitly granted by statute.
Despite the fact that APEL has apparently sgreed to allow the
Commigsion to decrease its rates to reflect decreased taxes, the
Commission is powerless to act unless the authority has been granted
to it by the legislature.

WHEREFORE, for the aforementicned vreasons, the Staff
respectfully recommends that the Commission deny the Mines' Motlen to

Suspend Phase-In Tariffs, and that the Commission approve APEL's

phase-in tariffs for year 2.

Respectfully submitted,
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omas M. hyrne

Douglas C. Walther
Assistant General Counsels

Attornev for the Staff of the
Missouri Public Service Commission
P. 0. Box 360

Jefferson City, M0 65102

{314) 751-4873




CERTIFICATE OF SERVICE
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I hezeby certify that copies of the foregoing have been
mailed or hend-delivered te all partiss of record in Case No.
ER-83~265 on this 12¢h day of March, 1987.
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Thomss M.




