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STAFF STATUS REPORT RESPECTING RETROACTIVE

RATE REDUCTION AND THIRD YEAR SHARING CREDIT OF

 SECOND EXPERIMENTAL ALTERNATIVE REGULATION PLAN

Comes now the Staff of the Missouri Public Service Commission (“Staff”) and provides this status report respecting the rate reduction retroactive to April 1, 2002 and the third year sharing credit of the second alternative regulation plan (EARP) which were addressed as part of the Stipulation And Agreement executed by the signatory parties on July 15, 2002 and filed by the signatory parties on July 16, 2002 in Case No. EC-2002-1.  The Staff noted in its Addendum To Staff’s Memorandum In Support Of The July 15, 2002 Stipulation And Agreement that a question had arisen that the Staff believed warranted being brought to the Commission’s attention respecting the effect of the July 15, 2002 Stipulation And Agreement on structures that had recently been transferred from Union Electric Company (UE), d/b/a AmerenUE as the electric service provider to Gascosage Electric Cooperative or Lewis County Rural Electric Cooperative.  The Staff indicated in its July 24, 2002 Addendum that it would report to the Commission on this matter.  As its initial report to the Commission, the Staff states as follows:

1.
The Staff in its Addendum To Staff’s Memorandum In Support Of The July 15, 2002 Stipulation And Agreement advised the Commission and the other parties that the Staff on Monday, July 22, 2002 received an inquiry from the office of a State Representative respecting the effect of the July 15, 2002 Stipulation And Agreement on electric utility customers who, pursuant to the Commission’s approval of a territorial agreement between UE and Gascosage Electric Cooperative, were switched from UE to Gascosage Electric Cooperative as their electric service supplier.  As a result of the Commission’s January 24, 2002 Report And Order in Case No. EO-2002-178, a change of electric service supplier from UE to Gascosage Electric Cooperative occurred respecting approximately 1200 structures.  These former UE customers were switched to Gascosage Electric Cooperative on June 14, 2002.  Thus, these electric utility customers were UE customers for two or more months of the period for which UE’s rates are being retroactively reduced pursuant to the July 15, 2002 Stipulation And Agreement and a prior commitment by UE in the instant case.

2.
The Staff also advised that there was at least one other territorial agreement/ change of electric supplier case also affected by the July 15, 2002 Stipulation And Agreement.  On February 14, 2002 in Case No. EM-2001-695, the Commission issued an Order Approving Application For Change Of Electric Supplier And For Sale And Transfer Of Assets respecting the transfer of approximately 550 structures from UE to Lewis County Rural Electric Cooperative.  These UE customers were transferred to Lewis County Rural Electric Cooperative on July 17, 2002.

3.
The Staff noted one other Commission case in its Addendum To Staff’s Memorandum In Support Of The July 15, 2002 Stipulation And Agreement.  On July 18, 2002 the Commission in Case No. EO-2002-458 issued an Order Approving Application And Approving Stipulation And Agreement respecting the transfer of approximately 800 structures from UE to Callaway Electric Cooperative and the transfer of approximately 600 structures from Callaway Electric Cooperative to UE.  These customers will not be transferred until after the rate reduction retroactive to April 1, 2002 and the third year sharing credit of the second EARP are effectuated.

4.
As previously noted, the crediting of the sharing of earnings for the third year of the second EARP is a different matter than the crediting of the reduction of rates retroactive to April 1, 2002 pursuant to the July 15, 2002 Stipulation And Agreement and a prior commitment from UE.  There is a set procedure according to the Stipulation And Agreement in Case No. EM-96-149 for the crediting of the sharing of earnings for the second EARP, which is the same procedure that was utilized for the first EARP pursuant to the Stipulation And Agreement in Case No. ER-95-411.  In fashioning the methodology to be applied to distribute the sharing credits in the first and second EARPs, the effect of territorial agreements/change of electric suppliers was not considered by the Staff because the Staff did not anticipate this matter.  Furthermore, prior to July 22, 2002, any similar event of this nature had not been brought to the Staff’s attention.  If the Staff had anticipated the effect of territorial agreements/change of electric suppliers, or if the effect of such an event had been brought to the Staff’s attention, the Staff, at a minimum, would have raised this matter with UE and the other parties for discussion.  It is not unusual that parties do not anticipate all possible events.  In the limited situations where a recurring unanticipated event arises and is identified, it is not unusual for the parties to attempt to address the matter, or at least acknowledge the event.

5.
Attached is a copy of a letter from Toni Messina, the Commission’s Legislative Liaison/Coordinator, to State Representative Blaine Luetkemeyer indicating how UE earlier proposed to proceed on the rate reduction retroactive to April 1, 2002 and the third year sharing credit of the second EARP respecting customers transferred to cooperatives as a result of Case No. EO-2002-178 or Case No. EM-2001-695.  (Please note that the Commissioners are shown as being copied on the letter.)  As the letter indicates, UE recently engaged in discussions with the two cooperatives.  Based on those discussions, Gascosage Electric Cooperative will work with UE and send checks, based on customers’ particular usage, to the affected customers in the October 2002 time frame.  UE’s discussions with Lewis County Rural Electric Cooperative have not been as successful.  As a consequence, UE, rather than the cooperative, will send checks, based on customers’ particular usage, to the affected customers in the October 2002 time frame.  On average, the refund for the rate reduction retroactive to April 1, 2002 will fall in the range of $2.00-$3.00 for a residential customer transferred to either of the two cooperatives.  Due to different levels of usage, on average, the sharing credit for the third year of the second EARP will be approximately $18.00 for a residential customer transferred from UE to Gascosage Electric Cooperative, and approximately $12.00 for a residential customer transferred from UE to Lewis County Rural Electric Cooperative.  The Staff will report further to the Commission when more information is known.

Wherefore pursuant to the Staff’s commitment on July 24, 2002 to report to the Commission, the Staff submits this status report respecting the rate reduction retroactive to April 1, 2002 and the third year sharing credit of the second EARP.  The Staff anticipates submitting to the Commission at least one additional status report on this matter when more information is know.
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