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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION
JEFFERSON CITY

SEPTEMBER 25, 1996

CASE NO: EM-96-149

James J. Cook, William J. Nichoff, Joseph H. Raybuck, Attorneys, Union Electric Company, P.O. Box 149, (MC 1310),
St. Louis, MO 63166

Richard W. French, French & Stewart, 1001 Cherry St., Suite 302, Columbia, MO 65201

James C. Swearengen, Brydon, Swearenic;l & England P.C., 312 E. Capitol., P.O. Box 456, Jefferson City, MO 65102-0456
? and P.C., 312 E. Capitol Ave., P. O. Box 456, Jefferson City, MO 65102-0456

Gary W. Duffy, Brydon, Swearengen & >

Michael C. Pendergast, Assistant General Counsel, Thomas M, yme, Laclede Gas Co., 720 Qlive St., Koom 1520,
_St. Louis, MO 63101

William A. Spencer, Attorney at Law, 215 E. Capitol Ave., P.O. Box 717, Jefferson City, MO 65102

Robert C. Jol and Diana M. Schmidt, Peper, Martin, Jensen, Maichel and Hetlage, 720 Olive St., 24th Floor,
St. Louis, MO 63101-2396

Susan B. Cunningham, Staff Attorney, Kansas City Power & Light Co., 1201 Walnut St., P.O. Box 418679,

Kansas City, MO 64141-9679

Paul S. DeFord, Lathrop & Norquist, L.C., 2345 Grand Blvd,, Suite 2500, Kansas City, MO 64108

Jeremiah W. Nixon, Auome% General, and Daryl R. Hylton, Assistant Attorney General, 221 W. High St., P.O. Box 899,
Jefferson City, MO 6510

Marilyn S. Teitelbaum, Schuchat, Cook & Werner, 1221 Locust St., 2nd Floor, St. Louis, MO 63103-2364

James M. Fischer, Attorney at Law, 101 W. McCarty St., Suite 215, Jefferson C18r, MO 65101

Robin E. Fulton, Schnapp, Fulton, Fall, McNamara & Silvey, f..L.C., 135 E. Main St., P.O. Box 151, Fredericktown, MO 63645-0151

Lewis R. Mills, Jr., Deputy Public Counsel, Office of the Public Counsel, P.O. Box 7800, Jefferson City, MO 65102
Enclosed find certified copy of ORDER in the above-numbered case(s).

Sincerely,

@oﬂ\.} m)p7é7""

Cecil 1. Wright
Executive Secretary

Uncertified Copy:

Earl Eakins, 1649 State Highway N, Chaffee, MO 63740

Charles J. Fishman, President, Trigen-St. Louis Ener% C%ration, One Ashley Place, St. Louis, MO 63102

Jim Berger, Asst. Business Manager, Local 309, IBEW, 2000 Mall St. (Rte 157), Collinsville, IL 62234

Dave White, Business Manager, 2, IBEW, 209 Flora Dr,, P.O. Box 1045, Jefferson City, MO 65102

Michael Datillo, Business Manager, Local 1455, IBEW, 5570 Fyler Ave., St. Louis, MO 63139

Gary Roan, Business Manager, Local 702, IBEW, 106 N. Monroe, West Frankfort, IL 62896

John W. McKinney, Missouri Public Service, 10700 E. 350 Highway, P.O. Box 11739, Kansas City, MO 64138

Robert B. Fancher, Vice President-Finance, Empire District Electric éo., 602 JoYlin, P.O. Box 127, Joplin, MO 64801

Kenéleth Lg . Neisdes, 6336%011. Vice President-Gas Supply & Regulatory Affairs, Laclede Gas Co., 720 Olive St., Room 1514,
t. Louis,

Joe Lakshmanan, llinois Power Compang, 500 South 27th St., P.O. Box 511, Decatur, Illinois 62525

F. Jjagr Cl:lml.i‘)i}l(l sé%:{:e President, Rates & Regulatory Affairs, Southern Union Gas Co., 504 Lavaca, Suite 800,
ustin,
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a session of the Public Service
Commission held at its office
in Jefferson City on the 25th
day of September, 1996.

In the Matter of the Application of Union Electric )
Company for an Order Authorizing (1) Certain Merger )
Transactions Involving Union Electric Company: )
{2) the Transfer of Certain Assets, Real Estate, )
Leased Property, Easements and Contractual ) Case No. EM-96-149
)
)
)
)

Agreements to Central Illineis Public Service
Company; and (3) in Connection Therewith, Certain
Other Related Transactions.

ORDER REQUESTING ADDITIONAL INFORMATION

On September 5, 19%6, the Commission conducted a hearing and
received evidence on the proposed stipulation and agreement negotiated by
the parties.

However, the Commission is concerned that the issue of market
power has not been adequately explored either in the proposed stipulation,
the filed testimcony, or at the hearing. Therefore, the Commission requests
the parties to submit additional testimony, either individually or jeintly,
regarding the market power which will be created in Ameren Corporation, the
proposed new holding company which will own Unien Electric Company (UE),
Central Illincois Public Seyvice Co., and a non-utility investment company
i1f the merger is approved.

A. Concerns About Market Power.

The term “market power” is commonly used in the electric industry
to refer to the ability of a competitor to exercise some degree of contrel
over the price which it receives for the sale of electricity. An

individual competitor exercising such control may raise its prices and




| ® ®
lower the guantity of electricity sold, thereby increasing its profits.
The public interest may be harmed by the exercise of such market power.
Despite the advent of open access in the wholesale electricity market, the
ability of a competitor to contreol prices and restrict output could have
a detrimental effect on ratepayers in general. Moreover, while any
increased profits for Ameren Corporation could mean reduced rates for
Missouri’s UF ratepayers in the immediate future, the exercise of such
power in the long run could be harmful to consumers.

Proposed federal legislation mandating direct access to the
electricity market for retail customers raises additional questions whether
Ameren’s profits from electricity sales would necessarily benefit consumers
in UE's certificated territory if those consumers were given direct access
to alternative suppliers of electricity or to wholesale power marketers.
It is also true that utilities serving other customers within the State of
Missouri are now engaged in wholesale transactions with UE, and can be
expected to engage in such transactions with Ameren if the merger is
approved. To the extent that Ameren can increase prices and decrease
sales, the retail customers of other Missouri utilities might be adversely
affected.

Therefore, the ability of Ameren Corporation to exercise such
control over price and its effect upon the public interest should be
addressed by the parties in their additional testimony.

B. Points of Analysis.

1. Relevant Market.

Each party should define what it considers the relevant market for
UE today and for Ameren, if the merger is approved. The parties should

describe and quantify, if possible, the factors or assumptions influencing
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their definitions of these markets, including transmission access, transfer
capability on transmission interfaces, transmission c¢ongestion, and
transmission pricing. Because market power might be of greatest concern
to Missouri customers if full retail competition were authorized throughout
the Ameren market area, assumptions based upon that scenario should be
included. Finally, the parties should note any significant barriers to
entry intoc the post-merger relevant market that could restrict the number
of competitors or cause competitors to be at a disadvantage when competing
for the sale of electricity with Ameren.

2. Measuring Market Power.

The parties should set forth how the exercise of market power by
Ameren can be measured or tested. If any party believes that an increase
in market power is likely to occur as a result of the merger, it should
state whether such an increase will be or may be detrimental to the public
interest.

3. Mitigation of Market Power.

If a potential increase in market power will be or may be
detrimental to the public interest, the parties should state what measures
could mitigate or circumscribe such market power. The Commission is
specifically interested in knowing whether an increase in market power
could be mitigated by means of (1} the creation of an Independent System
Operator (ISO) for the transmission system; (2) a regional transmission
tariff, approved by the Federal Energy Regulatory Commission, which would
eliminate the pancaking of transmission rates; (3) the expansion of the
transfer capability of restricted transmission interfaces, or (4) any other

means which a party may propose.
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All submissions by the parties will be filed no later than the
close of business, November 1, 1996.

IT IS THEREFORE ORDERED:

1. That the parties file additiocnal testimony as described in

this order no later than the close of business, November 1, 1996,

2. That this order shall become effective on the date hereof.

BY THE COMMISSION
Cecil I. Wright
Executive Secretary

( SEAL)

Zobrist, Chm., McClure, Kincheloe,
Crumpton and Drainer, CC., concur.

ALJ: Dberque
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STATE OF MISSOURI
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 pahﬁ and seal of the Public Service Commission, at Jefferson -City,

Missouri, this 25 day of SEPTEMBER | 1996,

o G Socd—

Cecil I. Wright
Executive Secretary




