ERFORE THE PUBLIC SERVICE OOMISION
OF THE STATE OF MISSCURI

CASE NO, ER-82-52

In the matter of Union Rlectric

of 8t. Louis, Missouri, for m&mity
to file tariffs increasing rates for
electric service provided to customers
in the Missouri service avea of the
Umm'

APFEARNNCES: Paul Agathen, Attorney at Law, and W
"Attorney at Law, Union Electric &
St. Louls, Missouri 63166, for

s, Asaociate City Counselor, 314 City Hall,
ori 63103, for the City of 8t. Louis amd

t M. Les, Attocney at Law, 720 Olive Street,
t. o Missouri 63101, for Lagleds Gas Company,

oot e 1 '
i 63105, for Oormlidaud

District Ne. 6, Jefferson County.

mg_%, Attogney at Law, 314 North -
Louis, Missouri 63102, for Industrial Intnmn,
Monsanto, et al,

g%m, Attocney at Lav, One Mercantile Center,
Eétr Imictis, Miasouri 63101, for Hettq:olitan Sewer
R .

Hexman Barken, Attorney at Law, amd
Attorney at Law, 41 South Central, '
Missouri 63105, for St, Louis Oounty, Mi.

jenige Weible, Attocney at Law, Citym. 00-North Second
Stroot, St. Charles, Missouri 63301, for the City of
St. Charles, Missouri.

Wﬁ; Atte at Law, P, O. Box 300, Holts
+ Migsouri 6 Missouri Public Interest
Research Group.




= v ‘ ' -,,, x~4.-da+l t munm mm .L-. i L 5
- y !: h MI' P. Ot m 4 /,.:_) e :4 '
65102, £ the Staff of the Missourd Public Servic

REFCRT AND QRTER
~ Introduction

On August 17, 1981, Union Eleotric Company (hereinafter Compey) filed with
the Missouri Public Service Comaigsion (hereinafter Comnissics) revised tarifi's
reflecting increased rates for electric service ptwﬂdiﬁo, customers in *he Missouri
service area of the m The reviged tariffs bear a roquom effoctive date of
Septesber 16, 1981, ami are dasigned to incresse thecmam s jurisdictionsl gross
annual revenues by amcqmmtnlar $128,000 ,000 exclusive of gross mceipts taxes,

By Order @Wlﬁm 26, 1961, thecamiuiww ﬁ'epfw
tariffs ard by Order dated Septewber 21, 1881, the Commission further suspsnded the
proposed tariffs for a pexiod of aix months bcyml mu,mz to July 14, 1962.
Those Orders alsc established & schedule of procesdings for the time of the filing of
the Conpany”s evidence, the date by which spplications to intérvene were to be filed,
the date by which t;he 8m€£ mﬂ an other paxties uaga to ﬁil,o evigmoe grd, finally,
dates for prdlming conference and hearing. ' ' '

A mmber of parties were given permisgion to. :l‘nbgm, Scme of the
. parties® interest i very limited in nature and only the Compary, Public Counvel
(m:eimﬁ:er EC) amd the Commission Staff (hereinafter Staff), pa:ticipa&d gerierally
r,h:q;ghmr. the entire prcmsdix;gs.

o o perndt the Gmyany 8 customers an opportunity to testify concernirg the
prmmd iﬁéreén. aﬂ;aamn and evening hearings were held in the St. Louis area.

| - The pwim conference in this matter began on March 15, 1982, and was
attended by all parties except Consolidated School District No. 6 of Jefferson County
(the School District), and the Metropolitan St. Louis Sewer District (Sewer
Diatrict). ek e |
On March 18, 1982, the Company filed its Motion to Place Partial Increase
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in Effect Subject to Refund. ccnpany sought to place 1nho eff.oct hmdiabely an
increase of $23a&67.000. Oral argument was heard on the notion on April 5, 1582.’ |
and briefs wexe thereafter filed by the Calvaw the Btaff and the K. . The Motion
wag denied by the Comnission”s Ocder issued May 28, 1992, .

At the cutsst of the huring on Magch 29, 1902, u;f gqrtln aubnlitad a
Hearing Memorandun containing an dgreement. for a true-up  beazing for . the purpone of
establishing thoee prices, quantities and levels available at April 30, 198%. The
true—up hearing was held onJune 28, 1982, am the evidence offend ;hag beer: used in
the preparation of t:hia lhpott a:ﬂ Order. o

All parties hm bm af:o:da} an oppormnity bo file b;iefn anl mply
briefs and those ésmmts h&e baen mnside:ed 1n thq del:lbarationa in thia mtter.

s JHE LA

Trity

The Hiasmri Ptblic Service Oumtsaim, hnving midomd al}. of t!m
competent and a.zbstanti,al qvidcme ypon the whole :eoord, nakes the ﬁollmiru;
findings of fact: D w

RS AL TR e
THE OOMPANY . _

Company iz a pablic utility ca:poration d.xly organize:! ml exisgm urder

CLE L

the :Laws of the Stat:e of Hiea:gri.‘ It is an electrig ocrgocation ag_dcﬂned in

POIERT IO O s

Chapters 386 and 393, m 1978. with its pri,m:l.pal ettioc and phoe of bmimq at

ety d HITA

1901 Gratiot Street, SE. Louis, Misgouri 63166. The Company is engaged principally
in the generation tranmission. dist:ibution and Bale Qf glgcl;;i , anergy at retail

in the States of Missouri, Ilnnois, ard Iwa The Company alao ulla elootrlclty at

whol.eeale to 15 customers mbjnct ho the jurisdiction qt‘ the E‘odetal nnt%'

VTR Oy Y

quulaho:y dumissim (FERC). 1In addition, the ccwany @g};@@gﬂf au g{@ting

Jarea of
SiTEs T

bus.tmsa in dqmtnm St. Lnuis, and distributes mbural 998 i.n 2 fpall

VP CERIT

5\'(

X {i;

any a authcciud rates are gqorauy ?n iha % og m*v&oe

. l»ljil‘

""‘ Reymue ”?‘i“*‘m“‘ Py eloments of ”%'m“i'ﬁ?%
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authorized to recover all of its reasonable and hecessary operating expenses and, in
addition, a reasonable rate of return on the value of its property uud in public
service. It is necessary, therefore, to establish the va1u§ of the M‘s
pProperty amd to establish a'reasc':mble return to be applied o the value of its
property or rate base which, when added to the allouuble cpoxnthg upunlu, ruults
in t.ha total revenue requirements of the ccupa.ny By calculatig the "t
reasonable level of earnings, it is ponible to mt:hﬂtimlly ca.wuhha t:ho
cxtat.ome and extent of any deficiency between the p;cmt urnings and any
additional revenue requirement to be allowed in any rate prcosading,

The purpose of using a test year is ® creai:e cx «mstruct a ru:‘mnbly

expected level of revenues, expences and imeatmt d:tirq thc futu'«:e pt:iod thring
vhich the rates, to be determined herein, will be 1n effect. . All of the aqocts of
motestynaraponumwbeaﬁjam wpward or downward bomludcmalax
ummable items or to include wwsual items, by mtintion o otherwise, in
ocdar to arrive at a proper MMG lavel of all of the ﬂlmntl ot thg lcgpany s

The Company”s original filmg of August 17, 1981,as well as its ﬁstimmy
and exhibits, mmbaaedonafmmas&: bestyear using bt.ﬂggt?ddauﬂa: ﬂ)e,1j2
ronths ending June 30, 2.982. ALl parties have agreed to use the test year mding
October 31, 1981, utilized in the Staf.f"s cost of service, imllkliu; kmm and
mea&u:ﬁble chaxges at April 30, 1982, subject to the true-a.p hearing

'I'!IE UP

In a&li.tion to the agreement meming the April 30. 3.983. ,ttue w Qta,
the Company proposes to irclude in rate base, with oogre_gaqﬂing ag; HW
dapmciation resarve, depreciation expense, arﬂ prgpertj taxes, additions ﬂaid it
ocnbends would be in sarvice between April 30, 1982 ard the operation of law date of
this case. L o
- The camisnion Staff opposes the inclusion of aw a&liti.onnl 1m in rate

A“u
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base ynless at the time of the true up audit the Company certifies and ﬂn ggfs
verifies that the specific Ategs are fully operational and used for seryice ar
cost of such items can be ldentified. At the true up hearing ps}g Qn Jpgﬁ 39; }?92:

A Staff enginsar performed ingpections of various ?;oggg,t&mm the 7th amd
8th of June, 1982, If the inspection revealed that a yav, agg,i;:g%; as properly in
AeEvice that item was pudited by a Staff sccountant, who ReKfpemed a review of
$he Compeny propacky recceds concluding on June, 10, 1982, fox !@& pucpose of .,
migym; the cout of thoey proparties, The Staff ho verifisd the coeration and
value of the expansion of the perme mt. coal pile hase ﬁg p;,g PANY. 8. Rlom plant
and the keplaced cirauit bm!n;p & the Magon subs ., THE, gg#f reccHmends

Gyelon Boller of Dt Mo, 1 the flom, pant, mm& gag gggg;
the ngn was cplete but the boiler had not heen pl gl in se ;g;g m
Staff does mot recomsend. placing, the holler in the Cowpany’s.yabe base, A Company
witness testified that.the boiler wes.placed in seryice on Juns ”- ”P%c in, t!;a
gonexation of electricity. : T
. - The rate hase ,rmpﬂg,gtjpn by the. pa:ties gﬁgqng@ £8 Belbit 148 ar
Erue w hesring establishes the sppliceble cost to be $9,694,000. .. ...
Two naw txapsfogwars at the Pastus sybstation were not energized on
date of the Staff’s inspection and the cost of these units are not reccs e
inclusion. . The Qovpary”s. testinony establishes that transforper !&?%&ff‘éﬂ’
kelaneed Lor, cperation on June 14, 1982, with a cost of $45f 90&9 T8GRI,
mtqmm: D, a5 & qost of $230,000, 19 be releaned At in seryics diring
the wonk of July .4, 3982... . . T gine goebol ayseses

oriﬂimw RRomeed o ww % %?Mh
. ,
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Aouford eubstation. At the tize of the Staff’s ingpaction none SF the cirouit
brepkers were in service and are not recamerded for imluatoh. The Company witnoss
stated that one unit ves placed in seryice on June 18, 1392, and the placing in
soryioe of the other two units will be deferred until later, The Compary neeks
inclusion in the rate base of the cost Sf the ona circyit bresgur in the ot of
$85,000.

The Staff has verifisd the ¢ yeration qt l.ju mgp;;m At tJ;g W}a
Planmt but only proposes to include the. mri Bortion of the xpanditures verified
throagh April 30, 1982, in the amount of $1,731,000, - The Compary yitnons testified
thet an adlitional swunt of $160,000, ¥pplicable to Missouri, was expended in Muy
bt not cqmpletely recorded in the Coppamy”s books at the.Lipe.of the true p alit,

Meither the Staff nor. ary othar pacty offered Aidmee to dispute the
ey s contention; in fact, the Staff testified 4L Hure. ame 1o ressons to
dighelieve the Compary’s svidexe. Staff aleo intioates that the Comp y'e Pi??‘!l
dons rot differ greatly fram Yhe Mol fraquently yesd to. update. the PM # e
bage in the pact. In the cuceok case the Staff had a Hesixre 19 jise only audited or
verified data and felt it muet use ap April 30, 1992 temmination date P‘?M of
e provimity of the opergtion.of Lw date on the Auperdod tariffs,

The Compiasicn is of the epinion that the inclusion of the *sm }M@#
in the Conpany’s evidence as beipg in seryice Yopld mers pesrly am el
maintain the proper relationship between W%‘?f Plant, and expens
mra;eswiube;neftgstgsgrpﬁ!}ltd-tbﬁ;?%? ./ discussion to foll,

Feflact adjustagats in that respact. The incresses MMM tm 4'&9":91
costs at Sioux and Labidie amd the contested plant. actually &M@xvmatﬁw
Festus and Roxford substations.

- A pxtion of the 8taff’s dilema may bgggmvoq by-an sarly qmminatton
Of the methad of the true wp andit Ard the estab) hoent. of & cutof nfhﬂ? fox “R
Goteraination of plant in service amt its cost. The pacties should sesk » Oqmission
datermination of thege matters, as eirly as possible, in any . mt M*Mv

&




ad in no event later than the Wmt of the evigentiary hearing.

Omrw portrm M:n net cpetatim income aypllable to m&m,gg#m-
Other parties to the proceeding have propomed adjustments which would establish a

hi@m net operating income available to the Company. ST g

The cnqmy pcqugs o irell,igc i;n its revenue tmj.wtp ﬂ\Q O%k :
qmi.ng anml operating an employee recreational ares.

The facility includes & square dance pavilion, a dining.sren, .o meating.
reom, a softhall dissond, a picnic ares, a barbeque pavilion and outdeor movie .
soreen, and living quarters for the caretaker, R e e e

The Saff proposes to deduct fron the Company’s Fate, hase,the, pet aciginel
cost of $207,000, Staff also proposes to dimallow, as 3 reasonsble necesary .
operating expense, the $34,000 asgociated vith the operation of the facility., The IC
and Misgouri Public Intecest Research Group (MOPIBG) propose o deduct the current. .
market value of the facility from the Qoupany”s rate bose, . .

The Company justifies the cperation of the facllity !!Lﬂ! t!;g cmsmtim
that it helps create a favorable exployee attitude that carpies over 0, the wark
Place in the form of greater profuctivity am better job performance, To a lesser
extent the operation of the facility is Justified smc:e various business-related
activities are conducted there and it is aleo used by community ad civig groups, The
Campary also polnts gut that the Comission Staff has known sbout: the faoility for 4.
nather of féag:s and -hae never proposed to disallow its cperation in previous cases.

L. In che Oommission”s opinion the record is inadequate to establish that the
facility 1; & reason

wble and necessary Gagt of rendering AeRvige,.or.is a bamefit
the Company”s ratepayers, The Compuny’s evidence congerning jmproved prpductivity
and job performuce was inadequate to prave to the Cammispion thet the employee
recreation facility is a rassonable Or IecessATy OpRraLing, expanse, The fnility’s
colp 48 & Bite of the Company £unctions appescs to be of 8, YRy secondary netare i
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the evidence in that regard is inadequate to justify inclusion.

In the Comission”s opinion the Staff’s proposed adjystaent to borh the
operating expenses ani rate base shauld be allowed, Evidence oconceming
the contention of PC and MOPIRG that the facility should be digallowed at its currnt
market value is without merit. The evidence doss not fise to th: level neces
this case to persuade the Cormission that their sppreach should be. m, )

B. Mvertising e

The Compary”s jurisdicticnal advertising axpense :g: ﬂla est, ymar q:;ll.gd
$258,713. The Staff has proposed to disaliow a portion of that jmount a8 mt. bairg.
a reasonable and necessaxy oporating expense. . o

ALl parties are essentjally in agreement that under the Omiulon'
qap].ication of the "New Yock Rale® in other recent cases, AI]. of the Company’ 8 test
year aertising expenses would be allowable. As gpplied by this Commiseion, the
rule first excludes all political amd prgwotional advertising and then allows all
°@°= advertising, including goodwill advertising, up to an amount equal to. one-ti
of one percent of the utility“s revenues. L

The Staff’s propoged adjustment is based on two, recommended
of the Commission”s pregent policy. The Staff proposes that O@gp;iesﬂwi;h
juriadict;éml :ev&;gga above $300,006,000 should be allowed only one hmty—fifth ot
one percent of revenues for advertising, vhile all other utilities should be allowed
one-tenth Of one percent. The Staff also propomes to commence disaliowance of all
goodwill adwertising. 7
The Staff is of the opinion that the Comiasion’s yersion of the "Mew York
Rile"” umuld be modified since it has mot reduced the amount of litigation associated
with advertising issues, nor has it reduced the smount of time the Staff must spend
exminir;_g the ade, , L e

Staff contends that except for the categories of advertising Mhich it
recamends i:he Omission cmtime to deam acceptable, most advertising engaged in

by the ctnpmy is umssm'y The Company, howaver, maintains that it is a




metropolitan utility which competes with other utility compapies for the same
customer. With the exception of the areas of heating amd oopling, the Company
effectively has no competition, L

The Commission is of the cpinion that it may be prope to revise its =~
position conceming the acceptsbility of goodwill advertising, However, the instant
record provides mo guidance for the determination of what portion of the Company’s
advertising is goodwill in nature, The Staff’s adjustment is baged on & percentage
of total advertising only, Also, the Company has pelied on the putpome of a stated
percentage allcwence as a vehicle by which the Company can accurately. asi ately
budget its expenditures.

While soms, or all, of the Oowpary”s goodwill advut;gmgmbe
unnecessary amd objectionable, exclusion of the cost of such Wmimm .
await the time when this has been established ani those costs are definable. For the

purpceas of this case the Staffs proposal camot be acoeptad.

To justify inclusion a8 an expense in future procesdings, advertising
testimony concerning its effect and its benefit to the ratep npmrdcn shall
be on the Company to identify, for apdit purposes, the category into shich the
advertising falls and the criteria used to classify it, Other pacties gay then have
an gpportunity to challenge the reagombleness and wee of the cxiteria ;ln_m,‘s
classification,

C. . Uncollectihles ‘

The Cospany proposes to increase its test year losees&xetnmnquectﬁnm
accounts by $255,700. The Staff recommends a reduction from the test year
uncollectible losses in. an amount of $35,000. e .

- The Staff hus used a four-year average of the lopaea%;;\ !:ha ounta. of:
$1,728,300,.$2,022,256, $2,172,739 and $2,442,783 for the years 1976 through 1981
respectively. The Staff has also taken into oonsideration the ratio of the

uncolleotibles to the Company”s. total revenues for the corresponding years and the
9




sbsence of ay discernible pattem to that relationship, Company’s uncollectibles,
as a fraction of revenues, appears to be wwsually high for 1981, -r

The Company contends that the incresse in the level of umouectjbles is
Justified because the amount has steadily incraased and the Company’s credit am
ooilections section has arrived at its proposed level of umollecti.bl.es by the une
of 1982 budget data, L

The Copmiasion has been willing to move in the direction of the uee of
budgeted or forecasted data only when the methods appear to be reasonably calculsbed
to insure accuracy. Such assurance is not present in the instant omt:xm.rsy.

On the other hand, the Cosmiasion has frequantly accepted the yse of A
average to establigh a level of expenses whan thers sppeacs to be 1}%:;1& L2 - B
pattem to the fluctuation. It is recpgnized that there is. qpattg;n to.the incruase
in the amount of uncallectibles, that there is ro pattern to the level of e
uncollectibles when oompared to overall revenyes. In the Cmisqia} » qp!,nim l'.htﬂ
ummallyhighmntqfumallactiblaainﬂxecmpuysha&;mrmmmxmu
by $35,000.

D. D its

The Staff proposes to redwe the Company’s calguJ,gtg; mtg bgae l;y the
34,394,000 representing customer deposits. he Staff also proposes to, allow, as
operating expenses, spprowimately $264,000 required to pay interest on the deposits
At the rate of gix percent. provided in the Company’s tariff, . The G
deduction from rate bage and also proposes to alimimtp the intan;st
its operating expenses 18 1 : ot the Comparny”.
leve). of expenges, G m e e D

funds should be midem cost-free cq:ital on miqb t#xe giwolde;p gg tbg Wny
should not earn a rate of return since the shareholders are not the mource of the
funds. The Cowpany contends that the characterisation, 0f the deposits in this

manner is inagpropriate becmige the six parcent interest rate remcues the deposits
10



fraa the caet-free categoey.

The Oatpury portrays its weighted cost of oapi.tal a8 12, 34 peroaat. The
Staft’s mid-point recommendation is appmcimahely 11.69 pemmt._ If the razbwuyar
receives a lower rate of interest on his deponitl ml is uqu!.rod tn pay, m uhuo
higher amount to provide a reasonable rate of ret:um, the cowaw n oont of urvioc
has bemn artifically inflated. In effect, the wm: :ls boing aikod ho wcqt
relatively low rate of interest on his irvoluntary hwut:mnt ard at tha una time
furnish & higher rate of return to the watcdian cf the 1nvolunta:y imrestmnt._
8ince the customers’ daposits are at least partiany oest f:ee and customer ssﬂ:nad,
the deduction frcm rate base ig proper anl the inclusion of the a.pptxting inumst
to the customers should be allowed as a remble a.nﬁ nacmnry aperating e.zqamae
This canbination of treatwents will cmpensam the Omparu gx ‘i-z:e aotual cont of
using the ﬁm:ls which are mt mlied by the mu:ehohi;rs. T N

The cmny coneerﬂs that the ol.tstomt dapon#ts are uplogcuu to btuond
funds. In the Omission 8 q:i.nim this is mt tx:ue.r Shardaolders mmioe a cholce
in investing in the Company. Lenders mrcise a dmiée in becming crediho:a 1n the
Gmpany Although deposits are in many cases j&stified, l:he provider o:E that dcpouit
has mot done a0 vvoluntarily a;ﬂ ghould not. be further pemli.z«! by providim hoth
the principsl ang a rate cf retum.

E, Int.erest on Custmer mitﬁ | ,

énblic Ownael and MPIRG advccate the imrem of mumst :aba on
cusm: dwits 0 nine percent, The Company cpposes the request and the Staff
t:ock no poaitmn . L

Omparg,r 8 cbjection is based on the assuption t'.hat six pemmt is sinilar
to the xeturn wailable on passbook savings, which t:he cmtuﬂe ia the mly

ek i*t :%{l Fy oW nvg

gmrally available imestmt. of an amount equal to the mrage c\mr on-u: qg \

}LSJ ht TR
$82, 'rhe request to mreaae the rate of interest is baud on the oonuntion tl'aat:
e S T & ¢
six percent 13 uinply mt a raalistic rabe of intzmat in boday l mw
WO s IS

In the cemiuion 8 cpinion them are mer;_; _q&;g}:h'!gti.o@, u dmrabod
: "




by the evidence, between the customsr deposit amd a paubook mings accwut.
Passbaok savinga are not involunhary 1nvestnmts and can ba teoovemd on aith mt.i.ce
at the option of the d@ositor. Customer dwosit;s m i:woluntary i.nvmlnts an!

j ~‘

ordinarily must be left with the coq_:any foé a stat:ed period of tiue, zp t:a ona year.

I

In t:he Oomissim 8 upinion the t:ariffa ho be fil.qd as a usult: ot t'.hil

1‘.),

case shall provide for a pqgmt of nine parcmt int:emst o wsmr dq:omira. . 'l‘he
funds to support those payments shall be included in the Ganpany 8 reasonable m!

necasaary operating expenses.
¥. Rush I :

In the caxpary ] m Nn. BR—TI-IS&, the Omission aJ.lcmad a ﬂwr-ym
amcrtization of the camellation costs associat:ed with Rush Island units thiee am
four. The Commission alm authctized a fiva—year mrtint:ion et t,ho minusmme

HAET TN R fut e

expens: aszociated with l:ep).mt of the Siom-z unit No. 2 boiler ﬂoa: 'rsne !l.vo-
year period authorized was to m in Jamary of 19?8. 'I'he cmmm dld not |

U*_.ri s
pamit umm:rtizoa balames ta go intn the Cumany s ral:a bue and aumd tm
BVLR IS VTR A SRS T
Coppany to rwwer the coats ln t:hnir ent:irety through m tatu.
M NTA SIED w1x P
The Staff prq:ous m a.‘llow five amd om—half mths mtization cf the

IGY

co&sing:astionhthemsfc: thepuxposeofﬂziacgae Themrycmmnds

3

that a full-year 8 mtizationcf both expenses mould be imluded calpam s '7 |
criticism is based on t;.he claim immmistemy of using a projeoud tnst yaaxc for
only one purpoea while retaining a hi.storical test year fot all others. cq:nw
contends that the St.aff‘a t:eat yw mling chober 31, 1931 ard t:he t_.rue-'.p yoar

‘ﬁﬁfg

enﬁing Apfi’i 30, 1962, bo&a imlude a full-yea: 8 mrtization uhich mm bv-

W

allowad as q:erat.ing Wse
'mesuff spoaitimiacorrectmi is not themo!aptojoched ustyur

.'nrg \\

fm: an isolated purpoae The end of the mtizatim pg_:i.od on Jamuy 1. 1983 viu

TS S NN A

be qptu:muly five ard one~half mnths afber t.he rahea wil.l go inho etfoct: ms 7
aut.thizsd by this neport amd Ordex. At mat time the balame 1n I:ho q{ic_d:]e B

acomnts will reach zero, The mtization has boen mt&uisd tot i specific
12



purpose for a specific period and the rates previcusly authcrized included that
cacorery. R
Since the rates to be authorized hexein ame for the !uw:e, i.t 10 L@:cp.;
to provide for costs beyord their temimtion dnte of J’amary 1, 1983. Suchan
inclusion would amount to an over-recovery. | -

LE

. P
L S huy

The Commission finds that Staff’s imluaion of £1ve anl om—halt : ”} of
the Rush Islard and the Sioux awcrtiszation is proger,
G.__ Bank o
The Oatpargr prcpo-u to imlude in A&ninutratiw anl Gmaral« uq;mm an

I

amount to reflect the estimated value of bank service dmga avoided a2 :omt of

ER N A 22, LAST

the Company uuintainim a mi.nm.n cam balms. Tho p:opol-d incluuion mld reduce

S G o £3% ?Flja‘w A

the Company’s cparating mt 1mun by $135.000. It 1- the sutt‘l cpi.n!.m that the

e

LR AR ‘x;\ffi 3‘1‘3 X k3 ,LL; i
inclusion is improper bocule the Conpany has himidaﬁf M pgl}d trmtion
1 T :-¢ i TFE * Y j:f_g_f

fees and its current policy roﬂ.ecta ‘the Ocqmg{ s abnity to saintain average bank
balmmtomidtramactionfm mems&ummmm

FOUBETLOUHD NS

urvioe charges is fot calendar year 1981 and does not mimi?e with either the
P vie cain e

Caqaryserthesmr‘nuﬁwurinthiamttar._ - e
~ The Cnupany mintaim bank balancec for two nm Arrangnlntc for

BLUEAS sy T Marinenst g 7.

Vlims ct short term credit reqxi:e ouupmsating bnlamoa tn mmt thcn lines of

FLET LR N NS LV S T

credit, Balames are also maintainad v avoid bar;: uryioe dqu 'l‘hc balance

CROMEAN LY fuw

required to avoid bank service charges is amaller than the balarne required to
sa;:port theConpaw 8 lines of credit. The cmpawyremtly haa $anl11£ono£

OPRLOUE el Tpous O b
balances mquired bo spport the lines of credit, huuwer, thore is no stat:ad or
A Cuwideg g Rl

zaq:ired bnlame ﬁc:r the midnme of bank aervieo charg« As a result of a la'ug
term qkipg relatiorﬂaip with the banks, the cmrg in inﬁnrm if its bank

i HIRT Y PRI W

balances are not hlgh enough to avoid charges prior to thou d: helug hvimd.

Fr o (é EROYARY (3 Comisiooy

,As mmbymofthemryswitnms, thecuupawhnboemm lchnti.ﬂc
in its, spproach to the barks and has realized that 1n the past bank balm may hawve

VIS f\ i 3*& ._‘3":‘ ';fl;; 5

o act] tifically hiqh By the use of sound _mony mmg” nt a;«»"f%‘;",g' Wrgﬁhm
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been able to reduce those hard balamesmaslwalwelwpmiblemuiumt
the requirements of the banka in ceder to maximize the use carf the cull in thelr .
In the Oxmission”s opinion the Staff’s positim cwt igmting ﬁn onzll:s of.
the Company maintaining bank balames is carrect since tlm are o Mdﬁdble
costs associated with mint.ainj.ng minimam balances, -

There&mldbamimlusimofmiddbaﬂ;nwioedutgusm e
appaars that there is no genuine exposure of the colpaw ho hlcurting thoae dsarqu

H, Corporate Frmchiae Tax

The Staff and Cowpany disagm on the apprcpriate treatnmt ot the
Company”s cm:pocahe trmme tax. Staff proposes tx) tramfer: 2 portim of um beot
year frarchise tax in the amount of $436,000 o comtruction ml:k i.n progreas‘ It is
the Staff’s contention that the tax is an expense, a purtion of vhich can be
idmtifiod as bsing inouxmd due to the ownership ot uuta _vhlch are om’ The
Staff also contends that its position is in ma:came mn the unim symm
&oownts, 0mstrwtian 'mrae, paragraph 16, whid'a atabaa:

“Taxes includes taxes on physical ptoperty (imlﬁdirug land). d.lxing

© the period of cohatruction ahd other tikes priperly eiclodable “in -’
construction costs before the facilities bﬁ_mlae1 avail.galo for lewi.on.

i PO O o 43 x5 [ i ‘,{:‘_ig P

msuﬁfismtomtaﬂirgthatthetaxisiwmethemm;i

asaets thmlvs, although it-. is clearly and di:ectly mmted by the cmt of

Acoounts claarly amt:mlat:es c@italization of taxes o-ther thm tmu on plrnicol
propesty.
o 'I'hemny is of the opinion that the taxd! are imondbxmu t.uxlng
au&nxities for the r:ight to operate a husinesg in the stahe arr! that these taw:s are
based on c@italizati.on ard not property. Since the taxes are 'an amua!. recutri.ny

MERI I

cost of doi.ng business the Company contends that: thay mculd be reﬂwhd wﬂy
in the Company”s rates.
In the Gmission s opinion the Company” 8 pociti.on 1a mrd muu um

)
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tax is not imposed on the physical assets thenselves, and the proposed t-.unsfet of &
portion of the corporate franchise tax should not be adnptnd

Fasidmtial Insulation Prggtm

Az a part of the settlement agreement in Case Na. m—s:—zao. the M{
modified its existing Rasidmtial Insulation Progrn. '1‘hc nndiﬁoa}im 1m1udﬁﬁ|e
roduction of the inbemst m;e on maney loaned un!qr the progxa fm; M pemt t:o
5 peroent amd \@p to a total amcunt of 32.5 million i.n ouhli'.llﬂh'a loam at uy t:ilrl._
As a part of the settlenant ajreemant, an additional szzs,aoo was i:;cm.a m'm- | "

,,,,,

cost of service, ‘I‘his amount represented the diffeme bet:nen ﬂve peramt ard the
14 percent interest then charged, applied to the total b&lm:e of §2.5 un.lion.

HE$H

memqmthiscmprcpomsbocmtimmmprwisMajm ‘
mmarﬂmwadby&:ecamissioninthelastcm. . N
The Stat! proposes to cont:ime \:he program as agmca ho ln Case I;lo._

i s Ll F-r

m-aH.ao vith ona exception, ’I‘he Staff has pa:cpoaad u: mduce the mmt incluﬂo'!

in the Company’s oot of aex:vioe to $143,000. Staff’s prq:oul is buad on the ’f.&.:t
that the balanve c£ t:he f:.ve percent loans was $1.1 milliou as of !hrdx 3, 1902.
Hmawer, as the cmpamv 8 witness testified, the balame had immmd d&e next month
by abwt $300,000, to $1,409,ooo. Asgming the same tronﬁ wil.‘l. conu:m, the balarce
muldbeat the$25m111mlimit for almsttheentire lz-mnthpe:!.oﬂ aﬁetthe
ratns t:ake effect t:hat are to be set herein. The original 3225,000 ﬁgm vas basnd
on the rate of nine percent as the diffemnce beueen the tive percent arﬂ the thm
current inberest rate of 14 percent. According bo the Staff t:his di.f!emthl is mw

g ISR

up t:o 1.2.69 petomt.
'l‘he Oampany”s proposal to continue the q:iginal agremt mlth :em o
t.he residmtm inmlation program should be appr.wed 'l‘ho Ooqmv indieahu

CIGERnE PoRms
fumda wiu soon be Euuy oauaitted. The Oamiasion mts this gon to bo tumma

Lty ('} 3 "’ r{'i [

and wtha:izw the imluaion of the applicmle costs becmge er the qurhme of the

TUHTLRR oY

P'-'ngm- _ . —
o Thc Pv.blia (buml di.d not bake a pocition on the m\: ho bo mam u»

Sty



cover the cost of the service item, however, in its mply Brief requested t'hat the
coet of the program be borne by all ratepayers of the Cmm egually tat’het ﬁm
just. by the residential customers under the present: ar:emgamt. By ;aish? tials
omtmtion in the Reply Brief the Public Oounsel hw eﬂ.’ectivel.y d.\id othu'
parties an cppoetunity to reapord ard the Public coumal‘s t*aquwt uhmm be
disallowed,

The Staff has recomeended that the Commission institute a docke: to
investigate the progress of the pa:ogr&a 0 dataamine who ix bemﬁtting mﬂ ulmt!ur
those benefits cutweigh the coet to the &mtin; rabqpayar. In tho Ocluduicsn s
opinion that poction of the Staff's pesition is sound m! a docket ahall be
instituted for the purpose ot imeet:igating all aspactsot tha cmhctot thn }
Irosi.dmtial insulation program, to include uheﬂ'xer or not tx: contm or dimdm
the program. Public Counsel’s position may be eacplomd in that: peoamding

J. _Edison Electric Institute Gmt.i:ibutim

mmwprmsmmwem&ofthemnqupudmme N
Edison Electric Inatitute (EBI) ard an a&ﬂitional a;mni for a apeé'iﬁc EI pmjec.t.
The Company proposes an exclusion of two percent of the mr ches uhich are maﬂd
to be in support of pol.‘.ti&l arﬂ lebbying activi.ties. ‘i‘he Ouu)any in i.ts brief,
claimed support by the Cimission St:aff This ommucn is in erro sime the Staff
disclaims any position in the mt;ter, somevhat inconsistent with its Erequmt momt
reccmmendations to disancw m ézes in rate proceedi.nga. _

Public Counsel recmﬂs disallwame u{ the_@l dues ard omtributitm
beca.me the organization dembes a larger and wqaantifiable puttion ot‘ its btﬂpet to
lcbbying than the two percent conceded bytheecupany P\bliccuunaelrem-mds
the disallowance of the entire Missouri junsdictmml munt: of $313.0m. Oa;mry
contmds t.hat the P:.blic Counsel”s position mould be rejectod bocm the p:qu:md
diaanmme is not supported by competent ard substantial evidm

The Edison Electric Institute is a voluntary u:ganhation ubou manber ship
13 made up of electric utilities throughout the Unit'.od St:ahas. m studiea aul
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develops information cxweming all aspects of the electric utility industry,
including accounting, snargy sralysis, enginsering and operation, environmental,
{inances and general Industry relations., Most of BEI"s work 'is dsne by mmercus EET
OGmaittees. Several ewployees of the Compary dre members of BET Givmitbtees:” “The
Compony alleges that information brought £ -the Ooupany” s abtient. ' Birdagh’ NI
camnittee meetings and publications: aid. the Company in its' cpeistions amd re#ult in
operational and financial benefit to the. Company and its catopapers, '

Public Oownsel proposes sthe: disallowarie of BB Daenta-ue: an - operating
expeanse in l:hia case on. ehthnh that w engagnxtn midcmble

Save sy g ouh of
activitiea alﬂ publio nlltm Q!ﬁm.'ts m bd\lll.f ot the. electeiy: uttlity j.rmmy

SIS 1({“, AR HE Gped

- Company contends that tiwtrue lchbying e&futrof m upmim ﬂwa two

ciiR AAET N A, PHe g8 i

percent of the BEI. btmnt' amd am theeafm so algniticam m‘zwm ot huwve

O PEInRSTE Cdn [ mcwt

meﬁﬁwtmthaaﬂmwdimlmwmm ‘asUAn Ekpdiise in this casy:.
The two percmt figum, however, is bssed solely on the amount reported by EEI
pw:suant to t:he Federal mgistration of Lobbying A_:t, 2 U.s.c. Section 267(a). That

CUREDTAY IBB Y RUG CoumrpRzyOU
!edeml statube rewims any paraon engaged for M in attqpti.ng to influenmoe the
. i PSS ify ZL; lﬁt Fﬁf’}})"!f;fﬁ Iﬁ%i {’
p&sage or dafeat of any 1egislation by the Unitad Stahea Oangreu 40 register with

it of QOY CTOL JUGSSOLY Gy

the Clerk oﬁ Oargrau anﬂ o file a quarberly veriﬂea repqtt cf all mOneY tmiwsd

FATEML TR M1 G

and mpenaad by such perscn d.:ring t:he previous calmaar tm: :ln ?n hi;s
J § B th _éi ‘-'i Ts & J* T SR ] " 2’7 €5
work, Byitsmmterm, the&ctdoas not applyhoazyperaonm“umh;{ r
O TN e 0 @ TerEn
be!.ote a ocmnittae of the conga:ess of the Unit:ed St:abes in mmt aE oc !n
S EO e e P G

opposition to 1egislation Nor does the Feaeral Mgistrat:lon of Iohbying Act requite
EEI to repo:t m:puﬁitures related bo its efforts to influm the B:mutive Br.am:h

TLEET ‘hh’ oLy IRSEX38 I TR O 7

of the fede.ral gwerrmt, regulai:ory cauuissi.ons ms Presidmtial task forces, or

f}! aﬁ-‘;ﬁﬂj fﬂg‘;b r; 4% t}t}ﬂ;&g{j‘f

its aff;txts related t:o its sv.ppurt of witnesaes bestizying beﬁo:e Oargtcuiunl

ouu’ditbs&s. o
s Thia Omiasion hu defined 1obbying as "an atbugt ho innu-m the
S AT 5&{,}_{ "h !3_ IRy

decisi.ons of regulators arrl 1ogislabora in gemral. Rat

Trelol f'%h_

m p.s.c. Cam No. ER-SJ.——42. page 23 @une 17, 1981). m.mqq. in this
I EER O DR PO WY JEOREDEEI Y G
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case makes it clear that substantially more than two percent of EEI“s expenditures
ard efforts are directed toward influencing the decisions of regulators aul '
legislutors in general. The Comdssion has heard this two pommt anguunt
concerning EEI”s lobbying activities on mmercus occaam in the past, and has
uniformly rejscted that argument. The Cowmmission mlds that the fact that EBI
reporte two percnt of its expenditures as lobbying mpmauunde: the Federal
Regulation of Lobbying Act is irrelavant to the Gami.asi&l’s @idet.‘atim of this
lssue, |

The fact that EEI applies a substantial pacrtion of its expenditures amd
efforts toward lobbying is not nacessarily, however, debemim.t.iva ot this issue
either. If testimony wes adduced, for exagple, that dmd um I rcprumm the
interests of electric utility ratepayers amd ﬁxat'. those as:ta of. rcpremtatim were
beneficial to ratapayers, it is ponible that EEI d.ml, or a paw:tion thmof, ocould
be allowed as expenses inthewwscostcfaewioe Inlh: m__q_!m_
Light Company, P.8.C. Case No, Nl-u. page 24 (June 17, 1981), the Mutm
stated the following:

The rule has alvays besn that dues to crganizations mey be
allowed a8 operating ma where a dizect benefit can be shown
to accrue to the ratapayers of the Oompary, . Ootwermaly; wheme
that sort of benefit does not appear, disallowence of the dues is
required, It ﬁoummmemfwt that:an: sotivity might
fall within the very broad gemeral definition of lobbying as used
by Public Counsel shauld not nececsarily mean:-that it is an

inproper expense for rabtemeking purposes. The q.leation is one of

berefit or lack of henefit to the ratepayers. -

In Re: Kanaes City Power & Lig xpany, id., the Commission fournd!
that the record was silent 28 to the relative benefit of EST activities. As a
result, the HEI dues of that company were not allowed in the Company”s cost of
service. Likewise, in the instant case, benefits to the Colpany”s customers of
participation in EBI, if any, have not been quantified. As & result, the Cospeny”’s
EEI dues camwt be allowed in the Company”s cost of service in this case, See

Res _Miseouri Public Service Company, Case No. ER-82-39,

18



Sle H

expanse and the gost ofurvioe msm:msmatupomtgeuwmam
are unlur—:ehted aml should be transferred to oomtrm*wn uo:k 1n prcqzna o
(WIP). Staff prq»nes to mtize the :mi.ning 7% pcmmt mx a l.o-ym perh;d.
with the wamortized portion included in raba bue Pualia caml ptq:ouizt that )

[T A0S b

the entire XPEI assessment be e tized over 2 zo-yoa: po:iod, with ﬂn mwrtluﬂ
portion excluded from rate base.

mcmw‘s witness tastified that cqaltalizing nm Duaputot the
mclear planthl@mperhmcmaardbdoasmtmimummtmmﬁbe

R

cpitalized andt Gepreciated. Instesd, a techmology or ptocedure is amlqm .&uc.h
canbewadhoinptweaerviceo: reduce cost., Mm,mmmtimpu:tim
requi:esﬂutthembemaognizedinthem incurud. -
The Camxdssicn has since agreed with that amlysls 1n c.us mw,z m!
ER-80-48. The Oomissi.on xeiterabes its cpinian that cq»il:aliution uuuld tuat as _
an asset mthing which may not be mmrately muuroa, sima l.tl m:: blllﬁtl
canmot aluays be assuro:l or Mmti.fied. | .
7 General capitalintlm of research a:ﬂ develqnmt W wouldrmi: ;:h:

ThENT

dilemma of the prmer treat:mant of research arﬂ de:elqnent that bore o fruits.
Such apositimml&plce theCamany inanmmalpmitionot Lﬂdhtely '
recovering the coet of its !;'ailures nhemas recovery ot the cmt of i.ts mm

BARGE LTRAy W 1*i} U

would be deferrad mtil mti.ne 1n the future. 'I‘he canisstm al.ao lm m ¥mﬁt

fay Al ST B R R RS TR IE

in idmtitying the ptojeota directly affecting a uti.nt.y, a.nl dtuuawing the portion
of t:he asumt related to all other ptojects.

pEry eapeet vl Drjumihes; owpee
[ SRR AL

-\11 the puti.ca agjree t.hat mu 8 muu?d; is on the whole mMih. and

EICOOHIT AT BRI f‘i_a) S A ::J“L‘@\g

the msaim therefote wilJ. mt :equire that vari.ous portiam of the assesstant by |

SEREETNE PR 5 AR AR 4 A TR e T

mmaw ﬁoc apocial treatnmt 1n irdiv!.aml raﬁ;oana in an sbeence of a Mng

; O NMEBGYIIRFINT TH O ﬁ"ﬁiig )
RN

that cbrtain T pxojecu are devoid of mrit. The deciston & m this case should not be

vl DAt e Ol 0w @R RGYA Goug repeuy
1ntetpuud by the put:iu as a nigml b terminate inwuy into the marit of

St SR N A
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research and development payments.
In the Comsission’s cpinion the Conpany”s position is mtizely mistmt.

with financial accounting stardards. Althouwgh the cmissim is mt bmm by ‘
financial accounting sl:ardards, that fact alone does mt justi!y a dwtnre fc&
sound principals of acocunting. A utility”s acowntim m:ld dcpa:t frcn mpm_
acoounting practioes only in ceses vham m aooapb.d :au-wking primipal takes :
precedence.

The Comudssion also notes that one inherent prcbla ot the mt.iutmn
theary is deciding wpon the spprapriate period of mtiutlon. As an mh fat ”
that problem, the Staff claime that EPRI benefita uul mrue in 10 yuu mue
Public Counsel advocates a pericd of 2 years,

The Commission finds that it is reasonable to expense the bast: yaar nm
assesanent, and the capm'y s Wal is adr:gmd. 'rhe cmissl.m t.hcmﬁxo mmd not
address Public Counsel’s prqaonl o exclude mtised paymu tra :au bue.

L. KilnGas -

The Commission Staft m pmpcsa:'i that the Ooqmq s cantribm:im ho a kun
gas project be disallowed,

Kiln gas is a pm o cmwerting cml, 1nc1ud1ng high mlplut Illimh
and Missouri coal, into mvir:mtally clean, low BI'U gas. ‘l.‘he tadmol.ogy uls 3
developed in 1970 by mm«mm:s, uhich in 1976 m joM in the ptoject by mi.on

Electric and 10 other utilities,

The position of the Staff amd Public Counssl is based on tvo primary
groumds, Plrst it is questioned vmum oc not the kiln gas project will ever
be of benefit to the Oalpany ¥ ratepayers. vhile it is tme I:hat me cupuy
witnesses could not. oﬁer any guarantees of success, ﬁ\e Omd.aslon m mogniul in
the past: that the:e is no guararxtee of success of any resea:ch ptojact. 'ro ro:;uim a
guarantee of success would virtually eliminate all reaearc;:: ard :lmlqﬁnnt. o

" ‘the Staff proposes a disallowarce partially ff‘ the ‘mia d'mt no elw.txic.

power will be gmeratad by & kil.n gu plant. The projoct is aléo criticized on the
..... "
20



ground that very little of the Company’s total gemration ia fuem by qas The
Company does not consider the kiln gas project as a si.wtitut:e fo: gas but as a
subatitute for the high sslphur cosls fourd in mrby Inimi.a mﬂ Hiami. The
Company”s contribution to the kiln gas project is mmable m‘.! mm bc Qpnmﬂ
for the purposes of this case,

___M_Mtim Taxes
Botusen the time the Staff prepared amd filed its original o cost. of |
service study in eazly March amd the time of hea.ring in thi; :m, -Bouau nm No,
1521 vas signel and became effective on Apeil 1, 1962, Urllar the oid m, the tix
rate for 1962 was .5 psrcent. The new 1aw mcrema t:hat t.an: rau ho 2.6 pctcmt.
Under the new tax rate, the m s mlaymnt eupunution t.au unl be
approximately $940,000 on an amual basia, B
The Commizsion Staff mr:eﬁ in the pr@oned adjuatmt an! :lnm:eaud it.s
propossd amnualization to reflect &w current cha:gaa No other puty a&l:uled I:ha
matter in briefs, and the MMm aaqm the position advamed by m ca-;mv ané
agreed to by the Sbaff.
Reconnection m' '
Under the &many 8 existing miﬁs, a ousmr moae uwioe mat. be
discomnnectad is charged $10 at the time such sewice 13 mmwmm

In this case the Company pr@oees to imrease the dmrge t:o $25. Statf pmpoaes an

R o]

increase to $15, while FC propoaes that m imreaae be mthctized.
: B 35 XY }x
The mr:lstin; level of the ma:ge was establiahed in 1978, a:ﬂ thc cqamr
wim testified &mt the actual coet of the rmtion anl diaoamtim i.s nosy

” LT .._;f

in mm ot the cmpary ] $25 propoaal. Neit.her Sbatt mr Pu:lic Oamgel g:a};lgx;e
the lavel of coat Instead, they advocate that t.heir lugqest.i.om be adopmd tn )
mitigate a praposed 150 peromt increase, . o
" In the Commission’s opinion it is a desirable goal to move in the direction
of assessi.ng ul:ility costs against those causing those oosta. In the iml:ant cane,
however, the hm:shmss of the propoeed increm al'mld be t.-npoud mﬂ the m |

[ (A SN B ISP



toward recovery of cost should be less abrupt, For those raanons, the ccluduion is
of the opinion that the tariffs to be filed in this matter s!’m].d a.:ﬂm:ize a
reconmection charge in the amount of $20.

0. _ Fuel Coste

The dissyreesent as to fuel costs is whether fuel p:ions moul.d bn buod on
historical or on projected costs. The Staff origimny ptcpmad o caloulaho oonl
costs using a blend atthebabadie?lantof??Spemmthigh mlptutooulamzzs
percent low sulphur cosl. The Compeny proposed a blena of 65 pemmt: high nulphxr
and 35 percent low sulphur coal. As x result of evidmtiary pmaentation t:he m
and Staff have agreed to use a mix of 71.2 percent high mlpmr coal and 28 8 pemf,.
low sulphur coal. |

Fuel is the larqeat single itmoﬁm mmec@wsmu
providing service and has heen. miatmtly rising in mcmt ycau.

Generally the Comission only has been willing to use budgeted ﬁm- oc
allowarces when not too distant f:mﬂzebeatyur for mmotmuabiuty '1__!»

LEETE

Commission has besn using t:udgehad fuel cwts, m them m baan an m r:efuu!

.........

.‘.sj RIS

fuel costs will be refunded, A.ny under mcawery ot fuel coﬂ:s wil.l still be mw
by the Comparny. Sinte it ASSURS the risk mmng any tuol ooahs atme buhet, the
Company still has the incentive to keep its fuel coii:s at: a levol 2 umnb:.a a
possible. 1In the Camissim s opinion the refund pravisim is adqnbe prohctim
against the Public ccuneel’s criticism 'chat the forecwt my rot be pmiu.

The Public Ocunsel also argues that t:he ::efund prwision aﬂvocai:u’! ‘is |
inadecuate bwmse the Gotober involces are not necusarily mpreamuva of the costs
for the 12 months erding July 1, 1963. while it may not prove to be 100 peroent
accurate, absolute precision i not attainable in a coat ot uw}m, au! i.n the ase

T waeEd

of ‘the fuel refund the Commission is of the opinion t.hat. d\o un'o: Oatnbar nﬁeim

is raaamubla. _
The Public Counsel also argues that the Staff’s proponl is in conflict
22 - I VT =y .7



with the dezision in State ex ral. Utiiit_:x i v ?uh}_},g

Service Comaission, 585 Sw2d 41 (Mo bam 1979). Tha comiuion has ccmidamd B
the Public Counsel’s ocontention ard finds it wimcut m:itg B

v“

The Public Oounsel offered no evidence but questioned the wuauy of the
proposal in other respects. ‘I'ho Gmiaai.m has est:ablinhaa & trem! of allauing
focacasted fuel costs in prcpor cms. ao-zss, BR—Bl—iz ard E!-BO-AQ, am by
merely questionim the remablma of a prcpoaal t:hc parties dmld not be

z 1 A% 55 - IR ¢

pormitted to charge a g«mrally waopud practice. In r.hc cmissi.on s opinion the
Stafs’s proposa) should be adopted since it contains both a reoognit.ion of prctvable
increased costs during the period the rabas 1n th:ll matt:er will bt in etf.ec*, ml an

Sty Lu

adequate method of monitoring am refunding &eﬁéhugn, i any.

At the true wp hearing the ccnpaw prembaa widenoe toducirq 1ts
projected fuel costs by $17.4 miilion or 4.2 percunt:. 'l‘ha reduction mkes the
Company”s fuel requests, subject to true up and mfund, o be $4,691,000.

Certain events began to occur 1n April cf 1982 vtnieh caueed t:he capaxy ho

SR

tevise its October, 1981 fuel bu:het. ’I‘he Ompany star.bed bo mtice a mderatictn in

LR A

the price am avai.}.ability of coal in the spot market. In aﬂdition, the cwany hw

TEMES EE ,,

found low sulphur coal available in Illinois mic.h ha] previously bean muvaileble
becauae its pri.mry maxket is the stael i:mmy uhi.ch has rethoad its Mﬁm
sigmfi.cantly. Due tzo t.he general state of the eom the price eecalation buﬁt:
into the cwany 8 existing contracts were less than anticipated. There have beun no
freight increases fo: the flrst six months of 1982 and promctivity of the coal

ERUR D A &

snppliers haxs imreasad mupectadly. Foreign mkats, midx hwe been taking ctal

[T A 14 Fy

fraa domestic sources, have also debe:iorat:ed, mnking additi.oml ooal availaplz in

PRY e yuE g
u:e Unitsd suma ard further dcpmssing the priou. chp?rg hu algo not butmd its
ww’i§‘“’i J,’("J‘; MR

\am-icipabed quantit:y of conl during the first five mtha of 1982 be:mu of tho |

wiiwta ar{p e whir SRR IE

avauahnity of i.nterdmnge power at pricea less than oould be mrabgd by !:he
Gwpany-

PR SRMNBRDLL L Dy

The mu,a Oounnl reiterates his benes tm tm m ot‘ fuel mm not
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be forecasted at ali amd pointa to the fairly large errer in this cane. In the
Comdssion”s opinion the refund provision is adaquate £o prouct: tha mr f.rcln
any potantial overcharge espscially in view of the reduced munt at; ism:e

Although the Commission does not intend ho lnborfem ww\ l:ho mi:it of the
method agreed to between the St:af! ani the Omry the Gmiuion dous put th«m
partiss on notice that it will require teatimny at the fuel true wp hearing t
asoertain if October is a rapresentative mth toc fuel ooﬂ:a an! uhaﬁm or m'it; at
that time, there sre any unususl flwtuat.m in t:he p:i.ce of ooal eit.her m"ds a:
downwards,

P.__ Nuclear Labc

The Staff proposes to tranafer to mtrmtion wm:k 1n progren ml l'hcnby
cspitalize certain epenses as being directly cmat:uction relatul.

The Company a;reea that all labox related tn t:he Callmy mclm pomr
project is apprepriately qued to construction wo:k 1n progron, but amm: t.h@t
$66,000 was mistakenly cmitaum bacmae that mm: u properly attxibutable ho
operations and maintenance.

It is the Compary”s contention that the mmt in question uas immctly
characterized as being relauﬁ to the mnlear mml:ion m! uhile m ot thon
employees charge their time to the mclear payroll mt all ot their activit:iea relate
to the Callaway Plant. In reviewirq apprmimately 3,000 tim lheats tha Sta,tt |
isolated a very mmall amount of labcr that omld prq_:erly have been att:ibm:ad t;: |
operations ard maintenance. '

If there is a misunderxstarding of the nature of the ao-called nuclear E.abu:.
it has been czeabed by the Grmany ard the Oaunission ﬂ.nds the Ouany has not:
sustained the burden of proving the charges are not. prq:erly vhat. t:hn '
stated.

Q. uung Nuclear Power Overgight y-,;_
The Btaff proposes the cmpary s csont.ribut:i.on ho m‘s m bo wludsd
from allouable eupmses ard, if foumd acceptable, tramfer;ed tQ qm gg gm ugom
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reccomend that the oontribution be disallomd in 1ts mtirel:y
LEE P R

Prior to the filing of the Staff's caae, the chany inf.amad the Statf |
that UNPOC"s primary function is to further mcl.oar safety. m;ing the omraa ot thc

BT

hearing a Company witness izﬂicahed txmoc’s purpones to be (1) micention effq:u
to incresse pblic mﬂatatmz!irg for the nead foc ard safety ot meleat ;'mr am {(2)
amlysis of the design and epe:ating q;\pli.cation of wents ocwrrlng in tha nuclear
industey amd ccemunication of that informat:ion ho paxticipating ch:anies 80 they oan
systematically amd effectimly utilize data to avoid imidmts det:imtm to | )
customer interests, -
In the Ocnmiasim s cpinion the P:.blic counnl‘m Poeition is ual. takan.
The evidence available in this record indicates tt_:at the Priumy psgrpon of: mwoc 1-

I B

to form or mold pmuc opinim a,rd t:hia type ot ot!ou:t 18 dimtly

i g,'.’ﬂ ‘fjr'[ ?gg A

LT

political mrti.aim. 'l‘hia Quniuion hu fairly oomutently diu}lmnd eama

S BRI 6

for similar p.\rma other than lncurrad for advcrtising or dies or dmntionm
lobbying groups, En t-.he Qcmiw.on 8 opinion it ia_ entitaly consistent bo mnlude

BRI VL SRR LAl RS S

the payment of muxx: Ercn the Omny 8 masomble arﬂ,neoesury opetating awms
and o diaallw, for rabe-uakirg ptmpoaes, the parymtin 1ts em:irety: | \

REDINPILY A%

R. w ,__'-' N
As a result. of all ot the adjusments, henein fcum bo be remable axﬂ

proper, the Camission finds that: t.he cmmny 8 net cpergting immn available for
the purposes of this case, 13 :ln the unount of $122,178,000
Aa a reau}.t of the Staff’s imestigation 1t is of the opinion that tlw .

A RRTE RIS L) ?':: FLRd

Gmny 8 net origi,ml coet rate base is in the munt‘ of $1 283.718&00 Oclpaw
claim a rate basa of $1,.441 802,000, A 6iffemnce of cpinian is eontained in a
mumber of ismes Hhid’: will hezeinafter be discusaad ﬂeriat!.m. |

ERREENS T Tt

Mgrﬂ Tms ,
. Pl UEpr ByolinR L

m Stae proposes to daduct: $142.865,000 of aoowulam %afermd ima
TE O Srouday i

t;m frm rate base- 'I'he cmpany agrm to a dduct.i.cn ct $83.022,000 but cbjects



to the disallowarce of the remainder which repreamta ﬁm dutertod taxes auoctamd
w:lth the Mmhimﬁmculw&clm Plant, It is mmammn
that the deferred taxes related to the Callaway plemt mw be dﬁ:ctad f.tm rate
base only when the plant itself is included i.nrattbue ’lhecmwfuls that if
the Staff position is adopted, then the ptoaent. culhours \mld be qi.vcn a dimt
bcneﬂt from the construction of Cal.lmy, a mm-. whid) ;m&ully bolsm;l tn the

I ,JJ..:\-.,-.,

Iutmce ratepayers. The Company nlso ia ot the opini.on timif the prcponﬂ of.tntting

TS

against rate base placee a part of the oont of oomt:uction uork 1n progrels in rate
base in violation of Section 393.135, RMo 1978. 'I‘he cwany is of the opinion that
the 8taff’s proposed treatment is Mstmt wir ..'.u it"?Dﬂd treatnmt c\f oﬁler
expenses associatad with the Callw mclear projoots. )
Daferred Mmammhtﬂm amqr. ummma to ’l
normalize tax timing diﬁem If detorrad 1ma|e *',a:en m mtml.iud the
cmparqrmda memuuanmwtawmt uacl:ually mtudohothe

RN 5 8% 2

Inbemal Revmue Servioe, 'I'hem is ™ :!.sm in the mst.ant m mming
mrmlization versus flow thmsgh 7' | o
This Oamission has mtly demctea tha awumlated ‘t_ld!en:ed mea

"/“‘&j 2; SRhEe
resulti.rg from normalization frm rate base evm whm QIIP ia mt in rate
...... dE

2iFE ,".9,- B DLEN 3

base, Re: Missouri uuur.mm Caao Non 13.245,: 18 ,35_2'_au| 18,37 (1975),

?5},)':

Rmm Cigx Power mﬁ Liggt, cane hb.s aa-'n-m (1971). .
Deferred imme taxmhubem included intheme,rseutcf

servioe in this case., Such an incl.uai.on temlts in preaent cusbomers pmvi.ding coBk-

g:{ ‘ " f i k. fE,",ﬁ:

fmc@italwthem suztprepauddoferm tmbmmmamwgim the

EEcie ;x_‘:! SRERFLTSY @D Ew s
currmt taupayers reooynition Eor tha hmeﬂt thcy hm prowldd i.n the l;un‘ gf
N Tt!«’ ¥ 1¥ 3 431
coat-free funds, b e rwes
- Evun thmgh cmmt: uupqyers do not providc a retum on mmu qmt: fou

PAY I i SRR AT "%g A% TR <3 B

omm:uctim wa:k 1n pmgmsa, t:m cwparu in ompmuhd thmagh the aocrual

FLELA vt iR CENTRGN D Spa

allme ton: funas ussd an:irg comt:rmtion. 'l‘he Wny in being tuuy caNpansa tad

OO DGR DS DENE

t:h:ough the latter troatmnt. 'l'he Ocnpany 8 proposalﬁ eiimimbes any recognition of
26




- e
the provision of cost-free capital by the current ratepayers. The Staff’s treatment
13 consistent with the practios of attributing a zero cost to sscumulated deforred
taras.
The Comparly argues that this result is not pemltm mdar Seotion 393 135,
RMo 1976. The Commission has considered the con'pauy s poeitim and ﬂnﬂs it ummt

merit.

The Staff proposes to melmify &8 transission amuaa pact of the
investment which the Company classifies as diatxi.bution fmilities. 'l‘he Sta,‘.'f'
proposal. is based on the fact that 138 kv lines are the pmnz source. T:arﬁsaim
facilities are considered to serve all jurisdictions and are allocated on that
basis, Distribution facilities are treated as local £acilitiea and migncd o the
jurigdiction gerved. Staff is of the cpinion that the Ocupaq,r il 1mmistmt in
assi.gnim 138 kv mtatims to Missouri bac:mae thay m:e 1ocated 1n Misaouxi whi}a
allocating 69 kv stations in Towa and Iliinols to Missouri because they are classed
as transmission substations,

The Company”’s system is integrated in that all gmrati.ng plant:s 1n various
points of int.ersection are o:mae!:ed by txammlssion linesa 'l'he Staff and Oalpnny
utilize the roll—in mt&m of allocati,ng fwilities as adopud by t-he Mexal Emn;y
Regulatory Missiqn (FR) . The roll-in method relies on the cq:d)ility of a -
facili.ty to dmtacterize its function. The five 138 kv watatiom at issue are
inmgraud into the ccugany 8 system anl can provide a tranauﬂ.ssion f.unct:ion M am
exmple. pover cm be trarmittad thrmgh the 138 kv t.ramulssion line that gms in
ard out of the Dorsett substation and can be dizacted o the Oc:upam s Wamn
m.bntation m Staff, in its brief, cites FERC Dncket No. . 76-184 _&__M

"_"\;-_'"3 SRRE L “

Q'_ Fower and Ligp_t_m which contains the :eault thea cmiui.on considers t)

be proper in the inmm: omtroveray. FERC determined tiaat if 34.5 kv arﬂ 69 kv
systm, u;nder any circumtnms, under any couiiti.ona. can prwide tran-lluion

S it} tg‘s:".a-_‘ v
tumtion, thc,r aht:uld be rolled in.



It was zecognizeﬁ that the facilities could still be classified an
diatribution facilitj.ea 1f t:::uly iuolate& frcm the mugutod m ard opuataa in

.‘

a aa.t}utantiany Gifferemt mamer f.ram the rast ot t.he ayam, such u aerving a
single distr ibutim culwmr. )
Altmugh it ia poesible to ehow t:hat facilities cqwdole of fmctiming u

'''''' L"; N .52 jq‘t‘g

tranamd ssion zacmties are actually used solely as aiotribution facilities, that

perdo g opnin Crafegtth oo

widentia:y Mm is lackim here an:l t:he Staft‘s posil:lon h cormt. "l'hl

4?

x:aclasaiﬁicmtion ard reallocatmn o£ the invol.ved mmm mmlt h\ M:cwti.oa 1n
!:ha Company’s claimd rate bua in the amunt ot $1 338,000.
c. Aahhy ?lgnt Allocatim N

ALY S

'Ihe Cmpany 8 st.eam heat:ing business 1n dambam Bt. Imis iu sq:pliu! from

3 I (T A

theccmamsmgyplant Theﬁulpawstatesthelfmleyplantis;houmm

2rAR ]\ T }.w&,_:_ <R Er. r

poaking and stardby servica 1n the Omam 8 eleutric hus:lmu 'moporeim a’

s M, 15) _4 ” l) % P CEIY
plant used jointly in t:he steam and electric bmineaa {8 *common ‘plant®, arﬁ o st
be allocated bem the sbem and the electxic x:ate ba.ses.

'I‘he mtlwd of allocating t:he Aahley plant t_uaa eatablimeﬂ by l:m Otmlnion

PR RIS ‘:\_T s’( H_

in a st:aaa rate caae, 3.7,904, in Hay 1974. The Oc:wmy prépoul o use an

B f"f’U} S FRNEY

ailocation of 66.5 percent ot the Mhley plant ccmon facilities fa: iu; electric

¥ ? =]

,ig.:; i

buainess, amd 33 5 petemt for the st.eam business
The cumissmn Staff propoees to allocate the mm gem:athug facilit 1es

bebween the stean heat.ing aystem an':l elect.ric systam in proportion to the
mmoimidmt mnﬂxly peak danmis for ateam ani electric aervi.ce 'l'he staff

b !\

sypports its prcposed daange 1n the allocat:i.on on the basis that: uhlay hd nag&ive

generation (.’uring t.he teat year.
In t.he Gumission 8 cpinion the Stat‘f’s proposal should be rejecbad The

TG WA pTard 1s

generally mept:ed allacation was established in a stean rate case. Staff sv‘;topwal

SHSETEERY MRLGL PEQUTON a3t gt

would decrem eleatric rat.es by q:prmcimtely .07 pemmt and could increase stean

heati.ng rai:es by qxprmimte1y 7 pe:cent.
w1 i WLAUTREI R ] (M dh s
In the Cami.ssim 8 opi.nion ubptim of the Staf.f"s proposal. would create a
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serious due process problem in that the pecple to be affected the most, ﬂw steam
hoating customers, have not bee notified of this proposal and are waware of any
pobmtial increase in steam rates of the magnitude deqcri.bgd An i,r@m;y intn thin
allecation may either take plwe in a steam rate case or in t:he &W 8 next
electric rate case, but only with adequate mtice to the stegn cmgmts o,
ﬂwstnmial change in allocation, Focr the fotagoim reasons the propoesd 81:9;
:eal‘l.ocatmn of Ashley should be rejwtad

Varioun ﬁmilities are rmdod on the Coxpany '_s }poq;a as gup;gg. uplem:"
which mists primnrily of the Gmg&ry # general office building in St. Louis,
ofﬁon furniture am equipment, micauon equipmt, a gar a}g e wthe Q,ffice
bullding, a warshouse and certain power cperated oquimt., Id.ke oﬂm:ﬂratje ba;e
1tm used for total O@ary cperations, gemral plant muat be allocabu! amng me
cwmy ks four rate ju:isdictims ‘The Company allocates general plant on the basis

A s VS T LS T ;,}!rxa}f Lrosr oy

A ‘fuu% g#W1%§'r9h

of each juriadiction"s d:are of pro&ntion, traragiqai.m %

RTOGEE

LTHEY TARME

Althmgh Staﬂ’ stated in direct tent::lmny how its %ggg%f pwf{‘ 8
develcpeﬁ it was never fully wplained In the absence of sufficient contrary

widm, the ccundasion approves the catgamr 8 method toc allacathxg gggerw_ gg.gm
E, allocation of Power Pool Facilities

o 'melm@ary . t‘.ﬁe Staff have both allocaw:! grodugtion trargniuion

facilitiee, include:i in the "pomx: pool”, between the Ccupaty 5 four rg:e

Af

.3 f.,i"‘J lil Pt

'juxiadicti.ms on the basis cf relative kw demmis. 'rhg dmrd allqggtiqgs‘ﬁ 0 hqr hgns

been calgulqbgd on the basis of the 12 colncident paak. Jethod, The mgpq: of the
a;}ocation fgpho;: for any jurisdiction ig the average of. fthgt jw;;qg&qt;log ?rgw:i '

SR

at the time of the 12 mnmly peaks in the uy 8 systun The Genom mtol: is tho
average of t:he 12 mnthly peaks for the entire system, Thg boga.'g.“wvng: a].}]{ogg

to a];1 faur ;)urisdictions for 2 qivon ‘test pericd should Aqual 100 pe:eant cf t;‘t}ei
cmw ' mr 9001 Wﬂtﬂﬁto ST P B R T I 1 ST L LA

A
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Thera are four basic differences in the way the Company and the Staff have
domand allocation factor of 68.75 percmt, ymemas, __the s@ff,pzqqggsrss‘;sz.mmwt.

In calculating its poser pool allocation fagtorg, the Conpany doss not N
tnclude the kw demand which it considers to be interruptible ir. n;nt:ure, ﬁmdil;g
to the Company, it may interrupt all or apart of the demand of one infustrial
custower in Illinois, two in Iowa ard three nunicipal Meaale axstongrs in Hismuri
by wocrking thraugh its subsidiary Missouri utilities. It is the cmarg{ 8 oonhmt*i.on
that it does not build power pool £aci.1£t:1es to serve rinb;err:_,g!ptiplz lcad. 'I'he

Company argues that power pool costs are mot incurred by reason of interrputible
loads, and no portion of the power pool facilities should be allocated on the basis
of such loade, -

Respongibility for reserved capacity is directly ptcpattioml to the firm
loads served in each jurisdictm Company advocates m’&“‘-ﬂ! the fiw costs
asaociatea with gystem resem oqacity in that mamer. The revenue detivd from
interruptible aales ace :xedited back ‘o each jurisdictim 1:; the sawe mtim -
t'.heir reapwtive pcmr pool aJJ.matim fwtm:. N , .

Since allocations axe buad on MAH qenerationj, Sta!f deberlined the dﬂlul
of t-.he juriadictions at the 12 coimidmt peaks by meter dauan:‘l, an!l uhat cupacity
was ‘gs;s‘med to be Missouri iurisais?&i@ﬁl demand.

Staff also oontems that the t.hm mﬁgipﬂl cust-mers 1n Miseouril are not r:enlly .‘
inaz:mtible, as claimed by the cagmg Staff’s contention is based on the fact
that theae mmici.pal cusmers are not served directly by the prgry, ht,;l: th:cugh
its absidiary msaouri Utilities, ard that the FERC tariff unr.'n;r miq-‘ t:hey e
served doas not giva Missouri Utilities the right t:o interr\pt: i:heir sgwice. ; It is
true t.hat they are not inter.rtyt:ibles in the strict Benge, of the yq;;d, M{:}, l;t;g
danarﬂ dmrge billed by Missouti Utilit:iea is based on the dmrd charge fpai.t}l by
Missouri Utilities bo the carpamr. The mmicipals have thei.r o g&mtatiw

X
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capability which they use when motified that Coupany is .approaching a pesk, thereiby
reducing their cwn demard charges throughout the entire year. Whsther or not the
municipal customers are legally obligated to curtail service, the economic incentive
in effect makes their service interruptible, and the cmparq‘ 8 witness tectified that
they do in fact curtail service on reguest. In the Gw.iasi.m 8 opinion th-
Carpany 8 existing treatment of tha Misaouri Utility i.nburrtpti.ble lcad is mnblc
ard dmm ba continued,

The Company’s msidiuies have several peaking type gmmting facilities,
the use of which is coordinated betnaen the load dispatdx ofﬁces of the Owany and
the subsidiaries., In calculat:ing the 12 coincidental peak pouar pool allocatdom
factor, the Company deducts the awount of this genax:at:ing cq:dailit:y f:aa bo&t the
system peak and from the system peaks of its whelesale customers. According to the
Comparny, it iz normally more mmicalonawtal sys‘mbasishouaethewnys
own generating facilities as oppoaed to those of the absidiaries. 'I'he mtdiaries
cauld reduce their own peak loads every month by ruming their generating facilit ies

IR 1S
foc several hours, thereby redn.xcing their demarﬂ charges frm the ccnpary xn ctder

to eliminate the incentive for uneconomic generatidi by the absidiaries,ﬁx:y ate
simply given credit for their generatirg cq:abxlity Staff cbjects o thi.s credit
and contends that the Company cmt use the mbsidiariesf cwity ml thus Mm
the demand meyplaceonthecumatyssyatea 'I'herm:hn approved mecug:nny
tresatzert of its subsidiaries’ mration an:! in the camissim 8 opiniut it monld

he ziso aporoved for ﬁxepurposecfthiscaae. ’
m Ompany treats its sales to the City of Cblmbia as 1nberchage

5;‘« : 0

trasucticas. Sach loads are not considered in arriv!::?? :tanﬂ}g.fgt}onfrcﬁorby
the Compeny. Intwccharge sales are accountad for by crgdittrq t:ho -Mte:dlmge
rovee to profection epames, tuaslting in a rediotion in themmm of
service, The Staff proposes 0 treat mmwcohwiaasﬂmmu, aaomoaed
to a normal interchange trassaction. o N

mwmtmmmnmmmmumjutm
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the jurisdiction of the FERC, as are all other wholesale tariffs. A (:oupany wim
mstifieﬁ e capacity has besn installed by the C‘mpaw to aewe the City of cohﬂaia
ard the Cammisagion does not beliave that capacity cost.s shou}.d be all.ocahed [
customers for which no capacity has been installed. 'I‘he cunnission i.s cfP. the cl:inion
that the Company”s treatment of sales to the City of Oolmﬁ:ia ia proper. " |

The Conpany”s proposed ailocat.ion fachor:s hwe bem q:proved, i.;'t the past, ,
by all feur ragulatory jurisdicttm 1n mich it cperams, i:ﬁiqdirq the ﬁtaw of
Misaouri. quuemt dmnges in the allccation mthcds wi.ll lead t:o instability of
ratea as well as an inability of the Wuw to recover all of its cost of oarvice.
1t tha four Commissions regulating the m urploy the Rame allocntion moﬂwdn;

the cmpany will earn a return on all et it‘,s zat:e baae but when dif:emt mthoﬂa are

l
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utilit:iza:‘. by different jurisdictm t:hem is a likelihood ot' over or urder

el

:ecave:y.
while the Commission is willing bo aﬁjuat cmparg p allocation facbor in a

J ihofE

proper case, it cannot do s0 based on the evidence hereim houwer, the ccmission

would enccurage the parties to raise the issue in the future, d‘eﬂpeci:ilyx if i
negotiations and proceedings in ot;hex: juxiadictions have failed to pzm a
satisfactory result. o RETC IR

| . Cash Working c@im

Cash mx:king capital is generally defined as the amnt of cam required o

pay the day-to-day expenses imurred by the Outparsy to provide aa:vioa l:o ;:he B
ratepayers. In this case the Oatpany claims a cash working c'qoital allovnme in the
amount of $601,000 a3 a componant of its rate base In the sl;ff‘é opinion the
ccupany has a negative cash mrkirsg cq)ital requirement ard *m .028,000 should be
deductad frcm the Carpany 8 claimed rate base. Cash working c@ital can be applied
by either '.:he ratapaye:s o the shareholders, Spacific areau ot diugrmt imludu
mterest expense, d@reciation, deferzed inccme taxes arﬂ t:hm St'.aff"s ptq:osed o

IR x“i}

expmae lag for salea arﬂ use taxes.
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L. Bond Interest Expense
As a part of its rates the Company collects funis which are re'quitod to pay

the interest on its ocutstanding bonded indebtedness. The mmt coll.ectod from the
ratepayers for the purpose of payi.ng the interest expenae is a fixed mmt ard these
funds are merely held by the Company for & tesrpo:aty geriod a.zﬂ thm puaed on ho the
bondholders, In the Staff’s opinion the pericd of time during whid'x t:he an?my
holds the interest. is one during which the Company has use of the money without

cost, which has been supplied by the ratepayer. - o

The (hqpany concedes that a disallmnae of bond intereat ag a
the rate hase has been spproved in the past in cases involving othar utilities. The
Campany contends that the Btaff’s position umunt:s ho a Little moce tha.m tmarr
confiscation of shareholder proparty and ig in conflict: with dacisions o£ tix;lé?ﬁargl
Energy Regulatory Comission that such funds belong to the utmty an! its .
mardmlders 80 that a utility cmld not be expected t:o ua thun as ouh mcking ;

capital without remuneration, _

The Commission recognizes the difference of opinion with ﬂ'\e Moral mengy
Regulatory Commission but is of the opinion that 1t: is proper ho continue 1!:9 lmg
starﬂing practice of @plying ac:crued interest on long--ter.m debt as an cttnet: to the
cash working zequirenmt. Such a generally acoeptad ratamking ptinciple mauld be
waxtumed only crn cs,ear ani parmasive evidmce ani t.hat parmasion 15 mt pmamm
by me instam:. x:ecord.

2. Degeciatim and Deferred Taxes

Dap:eciation ard deferred taxes are simi.lar in that t.he Staff propoeea; o
deduct frcm cam mz:ki.ng capital any amount of expmae un:ler the oonhmtinn that they
::equire 7o) caah outlay by the Company although t:hay are bookad as enqpennes. 'l‘he two
items are also aimilar in that the Commpany, in its brief, refera ho thau as '
"so-called “non-cash” 1tems " The chrpany feels t:hat the tm iteml m stmilar ho
any othe: itm of! expense in that the utility doas mt. enjoy the beneﬁt et the _j :
paymt until it is actually recei\rod It is the cmpnny 8 oonhention thal: thue is
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s8imply no logical reason to ignore these items in calculat:ing cash mkim cq:ital.

In the Commdasion”s opinion the logic of ignoring thm mnl in a cam
working capital allowance has been established in mmerous rate caees. 'I‘he qu;btim
of cash working capital is mot 0 be received by the util.ity but: bo be paid by the
utility for empsnses ilncurred in x:endering sarviaa.

Thege i8 no contmtim by thecarpany il!ﬂ i:hem owld be none, l:hat thom_
is any actual outlay of cm for either d@reciatfm o def.emd l:axca. | -

When the definition of cash mrki.ng cq:ital is considered it can be seen
that amounts bookei for dq:raciat:ion ard deferred taxes do ot qualify., Since
no expenditure actuslly occurs on the booking of an eocpense, the ccmissioﬁ is of |
the opinion that it should follow its long-standing policy of di.ullowing
depreciation and deferred taxes as a portion of cauh mrkim cmital allounme

3. Expense LaiFor Sales and Use Taxes

The Staff propoees to increase the amun*- of t:he Cmpaw s negative cam

working capital by some $230 ,121. A disagreemant :;t:em fran tuo conflicti.ng

positions as to when a liability for sales and groﬂa meipts tax attwheu. cclpmy
expresses the opinion t.hat the liability for sales tax as the tima the bill ia booked
and mailed tx: the mstomr arﬂ vses a proposed expenae 1ag ot 45.63 days. 'rhe Bi:att
praposes using an expmse lag of 65.22 days based alsumsd 1iabi.11ty at the time lhe ‘
service is actually prwidad or at t:he time the meu-r mns.

T S

The Compeny j“stiﬂ“'s approvel of its position pursuant ® @: Karsas

o TeN

City J?ower & L J_g_ht Many, 33 PUR 4th (1980} . calpany point.s mt that, in t:hat
case, a m:ic:ity of the ccmission agz:ead that sales tax becam a liabnity on thu!
dabe t:he bill is booked ard mailed to the msbomer. |

B The Staff points out in its brief that it ammncessfully atteg:bed tp

b

persuade the Gcmisaion to accept the argumt that i.he company inc.ura m liability_
for aales and gtass receipts tax until a bill is rendtered in H‘i_.Jsmri Pomr & _Light
WW ER-BO-ZSG“ e ‘ 1‘“ :
'I‘ha caﬁel c_;lted by the Company was decid;d Jx.lme iQ, 1980. In Mim i. o
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Power and Light, decided March 23, 1981, the Commission rejectsd the Staff’s
contention that the Company incura no liability for sales and groés receipts tax
until a bill is rendered, and accepted the Company’s position that the liability
occurs at the time service is actually provided or at the time the mster tumms.

In the Commission”s opinion the more - recent dmisi.on muu the oxrrect
view and we herein reaffirm our dpinion to thal‘. effect and ﬂm Staf.f‘s proposed
increase in the negative cash working capital allmme of $230,121 should be

Callavey-Bland Tranawiseion Line and § gum - |

The Company proposes to include in its rate. base theJ cost: ot the Callmy- j
Bland transmission line and subatat_ion at a oost of $12,947,000. The Company
contends the transmission line will be placed in service between April 30, 1982 am
the operation of 'law dhﬁe in this case, July \4, 1982. It is the Staff’s opinion
that the line will mt be "fully cperational and md for service" arﬂ inabea! the
Conmission should aut:hcu:ize the Conpany to continue w lécc:re Al-‘ULC on the p:e:ject
until the Callaway plant goes into service.

The primary purpose of the transmissi.on line is ho provida an outlet ﬁor
Callamy plant generation The design amd 1ocat:ion of the 1ine vmm not be tm sane
if built solely ﬁor system reliability. Secorﬂary purpoaes of Fhevtrapuﬂsaion li.ne
is it provide mtions o power sources over mote than one riéht:ot?my an! o o
p:ovide pover to the Callamy gite chring t.'ne initL;l test prqgrafn. . A oa&xchm: size
was dehemined bo load-flw study assuming full genu:ahor wt;;t EatkCallw wibh
specific t:ranmiassion circuits between the Callaway aibe ard the mtatiom

mt—of-service for mainhmame

In t.he (aumission 8 qpinion. althmgh uw; mfmry ;m!pouc ta.- tive

153.\ 1405

tranamission line mt associaud with Callamy, t:he trMuienl um .am smntatlm

L S I ¥ ;“:‘s

would not have bcen built: but ﬁor the euciatame et thta mmm muhax punt site,

RESENERIH i

‘I‘he Cctrpaw cites a similau: 1natam-e in _11._

TUDOBEGOER S DOTTOR

M 34 PUR ad 222 (1970) merein a ccmiulm qut:let was allmad l:o go h\ba

CERE R QL TRRG
35
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rate base although the plant was mot yet in service. Since the decisi.on in that
case, Section 393.135, RiMo 1978, has been enacbed nrd stabes as follows:

Any charge made or demanded by an electrical cca:porati.on £o|:

service, o in connection therewith, whid) is -hased:-on:the costs .

of construction in progress upon any exisiing cr new facility ot

the electrical corporation, oc any other costs: assaciated with -
owning, operating, maintaining, or financing ary pxm it is

full fational -ard ‘used fot service:is unjust-amd ®
'{rﬂ'ﬁ%ﬁ;. (ewphasis supplied) :

In the Cmission 8 cpinion the Callmy-illarﬂ !zamuission 11ne ard

EDRRE AR B P

substation exists only bwmaa the Callaway generating atatiqu. will md.at au! the
incluaion of.' the facility in rate base is prchibitod by thc cil:cd mtiom of thc _

. ;i;f

utatutes. In the Ouuuinaim & cpinion the St:atﬁ‘a :oom.ﬂation !a prapar ard wlt.l

‘f*"ﬁ f: b

of the Callaway-alam ttanmd.ssion line am mbstation lhculd be not :Imluded 1n (.he

PRI L )‘. :'7;,: . S s
coupary 8 rate base and the Oaupary mould continue to accrue mnc on thi.s 1tam
. f-' i LT S PO 71

until such time as the Callaway rmlear ﬁaci.lity is fuliy @emtioml and uled ﬁol

se:vice.

E-__._S.M;! .
As a rrasult of t.he ﬁorego:lng adjustmmta, the Cauﬁnsioﬂ ﬂndl the mt

Bk SEEER f A

c.:iqmal cost, depxeciaeed, rate base to be $1,331 399,060. o

LUIETI Y RN

RATE OF RETURN

'Costofmy&teofnemn

A, c;.;ital Structure

ML

Fca: purpoees of this prwéeaing Oa@awmmlvstaff have agreea to the mﬁhcd
t:o be used o] calculai:e the oost of debt: ard prefe‘;:mdj‘sfb;ck Pursuant & late~filasd
Eﬂlibi.t 154 the Canpaw and Staff agree i:hat the appz opriata cq:ital strum:ur:e, ani
the ooet of debt m’d pxefer:red sbock, are as follmr |

Capital Meﬂ | " weighted

Common Equity - 3.46 e

Preferred Stock 14,87 9.29 R 1 |

Long-Tern Debt 49,67 9.64 i gl
Belpaes B L v
3%



MoPIRG and Public Counsel contend that the m.reased oost of debt acquireél,
during the 1970”s is in part allocable to the construction of the Callawsy muclear
facilities. As such, the increased cost of finaming dxaﬂd be attributable ho G'IIP
through the AFUIC formula and not reflected in the oost o prcportlon of debt 1n th«'
weighted cost of capital used bt determine the return on ctupany 8 raha ba!e, an!
that such facts should be taken into consideration in debemtning Oa@aru s cost of
capital sppropriate for purposes of this case.

Neither MOPIRG nox Pv.blic Counsel preamwi any testimqy on thia 1ssue
Conpany witness testified that the returns to imreebou. in J.xﬂividm. aocurities are
not linked to the profitability of individual assets, au'd t:he ho]ﬂers ot sacuritien
are campensated from the income of the mti:e Cmpary. ca:pany further oonbezﬁs that
because a particular financial i.ntt:mnt lzsued to the public by the Company cam:t
be att:ribut.ec‘.\ to a particular irmat.mt pxoject, t:he :.q:ital st:ucmre mmot be
dissected to assign a different cq:italization amd oosl: b: an,{ auset omed by the |
Cenpany.

| In its initial brief the Office of the Ptblic Chounaelr stabas that it is
imossible in this case to quantify t;he amount attributable toCallawy I 1nc1uda! in
the Company”s current cost of capital ard mggeshs w mt:hoq bydxidx the om“ion
could account for this effect, oﬁm tmm rmmmingi that the cauni.ulon lhmldi
limit the Company”’s rewrn on equi*y ho the 1ow and o!' the Starf‘s range in N
recognition of theee incr:eased coats. a _

Based on the cmpetmt amd aubatant:ial evidam before it in t.his case, the
a:mission finds that the appmpriate capital structure to be qtilizod in this case
is that agreed to by Company and Staff.

-B', ‘ Retur on 1 _

St:aff a:d cmpany disagx:ee as to the return on cc:mn equit:y reaaomb]n aul
appropriate for: parpones of this proceeding. Staft uriginully prq:oaarl a retnm on |
caunon equity within a range of 14.96 percent to 15 67 pc t. Sl:dfr__hu auuld

wo T tEEG

its mumﬂed range of :etum on cmmon equity tp 15.11 pl:cmt. !:o 15.8‘? pommt.



Comparny proposes a ret,urn on comnon equity of 17 percent Pu.blic ccunsel ard uomm
wpport a return on comwwon equity ot 14 .96 percent, mld\lrepreu?ms the low uﬂ oi,’
t:he Statt‘g cciginal range in this case. )
Company determined the currant cost of comon eqlg‘f.étjy by mns ct diacountaed
cash flow (ICF) amlyses, O@uw first perfomed a le!!' amlya;; for a gra.p ot '
ccnpanies whose risk is ca:parable to that of Union Eleotric. In order tp fim

cmpanies which are similar o Unian Elqctric in tem of ::ieskr

utilized the Value Lim Investmnt-.

- “‘-l L

: result of this initial amlysis, 6’1 manies viare found to be of cmparable risk bo
Cvaary The next step in Oatparq a tirat amlysia was to calculate thon ocapanies’

HEEES 1 ;1, , j‘x 2.

ave:age return through the DCF mmadology 'I.‘hg tqu;l_y.tla used was R= D/P + G, \ham

FRAC TN S LS A 1Y £ T

R equals the required return on eqxity, D equals dijrjidmﬂs per ahare, P equals _glarket

}\)j‘a

price per share, amnd G equala gronth rate in expected future dividmda.' 'l'his

FieoA RS

:alale oxmpanies of 16.96

WIS MM Osn JiU

as the source: of hisarisk masures. Aa a

1 e L F i,,

amalysiz produced an average D:F ret:urn for the

- "T

pe;cent. Adjusting the raw mr' return for flotation oousts, vhich Company aimasa

cammoN
S

stock, the average adjuatad ncr :emm of the 67 ompmible cmpanm bqocnas 17.54

?' £ Bt R e SRS 2 T N

testified have averaged four peroant: in the last.fﬁw: nevw is es

FRA 145 TR % ¥

percent., | S _
Company”s second DC? aml.ysis uas essent:i.ally ﬂ::aﬂag\e ankthe firsl:; m&o’cgt
that the calculation was based on u‘nion mectqq }'1_93‘15,‘}’,"{ ﬂ)m! }r{ahes{; il:ra;tead c»f
using data for a set of cmpa.rable mnies. Again, relxin&{ﬁm Ya].
nvest:aent Survey esthuates, Ompary witness utilized a dividend yield of 13.8 o

fEy A fwad T TURDL A oLy,

co.;plea wii:h a growth rate of 2.8, rasulti.ng in a reiurn of 16.6 percmﬁ. Mjusting
thin :eturn for fiotation ms, thc raturn on equity beconss 17,18 percmt.

,,,,, 14 ooty Lfi“ U!fUTH £ C¥E LR

oquity for the

Ccnpany wit'.ness also calculat.ed the return on

TS {(”‘Lﬂun B OIS s e H g
mn—utuity ccupanies in the grovp af 67 catparable tims. Buod on !:his mlysi.a,
S (M HEIL T f iies

ard eliminating the high and l.ow extxemes, the madian ret:um was al: acmm

HEm Tt D O IYAISRTE (O g

percmt.

i TS O

: the

A0 A0

S A

Staff utilized two met:hods bo arrive at t:.l_m_e oam; of ity toc

RS HA f‘al“} OE CLELN

y X y %




discounted cash flow mxdel and an econometric model.
it was discovered by the Company that the eoommtric model as appliod bfy

Staff in this case had signiﬂcant data errcxs, in that 33 o:t the 78 ocnpani.u in t:he
model had load factor (LDFAC) variables imrectly speciﬁed w:lt.h a value of .001.
The Staff confirme that the data errces were presmt in itn aoommhric mdal
rendering the results of the model inacourate. In its i.nu:ial brief £iled in thi.s;_
matter, Staff acknowledges that for the pm:pcms ot this mm, th; miift; o} the
model are not accurate and, therefore, should be 1gnotod. | o

' In its DC¥ mlynis, the Stagt ammm t:ha atvmm ymd pocum et !:hc
discounted cash flow model by mnining hist:orical di.vmm violds on cuupam stook

fRa00 vy MW ;"!‘“ BT

from Januacy, 1979 through Decenber, ].981. Calculating t:me averégo yield d.u:irq thie

b RN

period bo be 12.62 percent, the Stafs debamimd its masmable range of. dividcnd

vy 1L c ﬁii\: J, :
yields o be wi.thin one atarﬂard error of the mean, . .2‘7. 'l‘hi;{l mmlud in a :atge
ECLS ML O R STES0S SO S

of 12.35 persent - 12.62 percent - 12,89 percmt. si-.;:: then adjusted the dividend
Ser LS 41 o }é ({;H
yield to account for flotation oosts, which have averaged wratmuly 4.0 per?mt
.;‘:l..zt BT Ean S SR IE ;;; ! &
in Company”’s last fiw cammon stock sales. Dividing the divMuﬂ yiel.d by one n!.ms

flotation costs results in a rarge of yields of 12.86 w 13.43 peromt. '

St:aff calculated the t.rendad growt:h rate 1n dividmd; x;er mw;&x the
period 1965-1981 to be 1.67 percent. The trended gromth rate in divideiés ;;n} “ghare
for ‘the period 1975-1991 ws calculatsd to be 2.76 pmm:ﬁetm&gﬂ gfqau{:?u
in ear:nings per share for the cmpary during the P??M 1*975-1981 m '3._:69 pewt.
'Ihe Staff witnees oomluded that the growth which i;:;em“ can rembl.;;:p;:::

LR 1Li

li.es wi.thin a range of between 2,25-2,75 percmt. Staff }based tnis ocmmmi n the

LR Tae ;5 X3 '.; 5 _1_}.‘-:.‘}5.‘«.

2 76 percent gtowth 1n dividmds per share tenpemd by the lm;er eamings per s

growt.h Addirq the :ensomble range of yields ho the mamble grouth ratas mlults
v FREECE U PR VLS N 7 §

in a range of returns on equity of 15.11 to 16.18 percent. When weighting this

anal.yais with Si:aff‘ amlysis uaing the eoorunatric mdal, a r_arge of .;'emnbl.e

{’\;‘

returnl on equity rqgulted Eram 14.96 - 15 42 - 15.87 pmmt. The Staff lt.m.

N f i, BiA \SJ Tad A4 ,;ﬁ }‘T\i{‘ug‘

oonmn that this 15" a reésomble r:an;a, but tn light ot the fact um were data

LTS Dachowsn Ty RITe et



errors in its ecorometric model causing it to be useless for purposes of this case,
Staff amended the low end of its recamendation to 15.11 percent, Theredore, the
rarge recomended by Staff for purpoaes of this case is 15.11 - 15.42 - 15.87
percent. "

Company contends that Staff’s ICP amlysia is unmmomble in at least fm
major respacts, both of which deal primarily with the time pel fod uti.lized by the
Staff, As pointed out above, Staff used monthly data frcm tm peri.od 1979 through
198) © calculate a éivi&md yleld, while Company”s div!.dmd yiold annlylis is based
upon investor evaluations for 1380 and 1981. Company contends that data f:m tha |
first nine months of 197 have no inpact on what investors are eupoct!ng fot thea near
future, and thus, such data should have been elimimted fran the Staff’s amlysisa.
Company”s contention is based on the rationale that in Octnbar, 1979, the ?odtml
Reserve made & rat:her dramatic change in policy, the effecta ot whi.d'n were
sigmificantly increased interest rates. Conpany contmds that imubora
expectations regarding uhlity dividends will be be.aod on en:poctati.onl mgazdiug |
interest rates, which in tum will be based on events sinee Oci:ober of 197.

The second cmponmt of Staff’s ncn' amlysis mich cwary ombends is

- b

FRA SN

unreasonable ¢ oconcerns the eupect.ai grewth rate utilizad by suff. It i,s cquy‘s
position that Stafs has gone too far in the past in atteupuug bo dohmim '
irwestozs expectations for the future, Gwpany contmas that if hishocical data Ls
t0 be used, a reasonable approach would be to use only the am for 1975 to 1_931, |
which gwes St:aff witness his upper range of 2.75 percmt‘, Ocqbany points mt ﬂmt
the use of &ata from only 1975 on, is auppocbad by Staff’s wimess in the an:ary's
last rat:.e case, ‘and that the resultant 2.75 percmt grawth rate is sli.ghtly belon the
current Value Li Line projection of 2.8 percent,

: MQarding Staff’s revised range of ret:um on ctmn eqaity, Ompa.ny
ccntends that although Staff conceded that the zesulta of its mtric lodel o
shmld he igrmad in this proceeding, the Sbnff's mvisesd range of 15.11 peezoant bo '
15.87 percmt doas not fully eliminate the effeot.s ’of saitsl:adel. Oqarq pointa aut
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that Staff witness derived a range from the model of 14.81 to 15,55, ard a ranje

from the ICF amalysis of 15.11 to 16.18. Staff witness then averaged the two Lows
and averaged the two highs, producing the initial zecmﬂation ot 14.96 0o 1%,.87.
Company points cut that if the model is in fact ignorad as Staff. now rom'ﬂs, the
appropriate Staff range is that derived solely from the DCF &ralysis, which praoduces
a Staff range of 15.11 to 16.18.

In Responsde to the Company criticism roga:ding 1ts use of the ﬁnt nine
months of 197 in determining the dividend yield portion of the DCP fo:mla, swﬁf
maintains that using only the last two years of mrailable éhta fa: calculat.tng &
dividend yleld would not be reasonable. Staff contam; t:ha\t utilizati.on oc yieldl
experienced in only 1980 amd 1981 would result in buing a reasomble yield on
Compary”s stock solely on a period of near chaotic mket cmdii hann, just at t.hmt
point in time when the threshold may have been reached am Moral nnsewo poliqr is
having its intended effect of reducing interest rates. Or stated another way,
Campany would be looking at a period of time that is only enunin:lng t'hoee int:emat
rates that reflected only the most negative aspects of the change in I"ederal Raum
policy without looking forward to any of the benezits t.hat hwe ylt to mrue. Statf
further contends that the dividend yield on ut:ili.ty sbocks is signiticmtly
correlatad with the yield on public utility bords, ard t:hat: Ocnpany i,t-elt mpacts .
interest: rates on first mortgage bonds to decline in 1982 and 1983.

’ 1In c::it:i.cizing Company”s approach on this issue, St.aff oonhmds bhat thu
Camparny witneaa did no real independent amlysis, but x:eliad wholly on the Value |
Line Invast:mnt Survex estimates which he mechanically plugged into the ICF
formila, Staff contends the Company witness did not putpo:t bo hwe any spocific
knowledge as to the amalysis engaged in by Value Lim, arxi that thexe 13 o
evidence in the record of the data inputs, aasmptiom or t:he exercm ot judwnt
inherent in the Value Line estimates,

The Conmission finds that the Staff range of dividmd yields. u adjulted‘
for flotati.on oosts, of 12. 86 bo 13.43 percent is reuonnblc arﬂ ahml.d be utiu:d

{ -



in this case. 1In this proceeding, the Company has mt permadd t.he Commission that
the first nine months of 1979 should necessarily be e:ncluded in debomining i:he
dividend yield portion of the ICF formla. Nor has the camarly perauudad f:hcv
Commission as to the accuracy of its dividend yields as used in its ICP amly‘ses.
While financial data am ew.lmtim mide by Vala Lim o: ou.er tnvoltmt adhrha'y
services can provide assistarce as a sypport bool, the conj.ssion p:eters an
independent amalysis and mppo:tiu; evidence sch as !:hat promced by the Staff
methodology employed herein. - o

In determining the mptopriate growth rate bo bs utilized, t'.he Ocmission
finds that the utilization of data for the years 1975 ho 1981 is a reuomble
approach amd that a growth raba of 2.76 percent is app:cpriate in this proomiing

Having considered the botnlity of ccq:etmt ard nnbstantial evi.dma beﬁou-
it in this case, the Oatmission Eincls that the apprcpriate anl naoessary remm on
cammon equity to be allowed Company is 15.62 percent. Applying this figure the '
cepital structure found Wopriate herein results in an overall rate of return of l
11.71 percent.

G.  Rate of Return Adjustment

sty et

While the Gz:missim ng raise or louer a caq:ary ' rata ot remm t:) |
account for management efficiency, o lack thereot (See wﬁwrities citad in Cau
Nos, ER-82-39 and WR-82-50, Missouri Puhlic Service Ouunj.ssion, decidd Jumz 2].
1982, pp. 58-62), there is rot mfficient avidence in this casa won mich to b-us&
such an adjustment. However, t:he pu'ties shculd be mre of the possi.bility ot such
an adjustment in the future amd dmﬂ.d, in future cases, p:esent testimny \maa |
appropriate, upon which the cumisaion cmld baae mch an wd or damuard o
adjustumt.

mvm m;_

The rate of return found herein to be reasonable amd propet féﬁlts -tn a '-
CELEIE TR ) -

total net cper.al ing income requirement for Missouri opentiom 1n the munt of

$155,907 ,oao or 333 /128,000 greatar than the net cperating lnaon Eot the tn:t ytm
42



—— -

as adjusted. After applying the proper allowance for incame tax, the gros revenue
deficiency 18 found to be $65,205,000. o
' FAIR VAR m BASE
For the putm of eatablishing a fair value rate baae tho cmpmy L
witness portrays the total current value electric rate bae qplicd:le bo msaouri
operations to be $4,818,446,000. For power prodwtion tacilit.i« the coqnw uud aa
“modern substitute plant m&m * For most o&mr proporw, outmt ooﬁn s arrivoi

at by the trsnding process.

The Staff witness presentad fair value teatimny an! calc;dlahad a
trendod original cost less depreciation of electri.c plant for Missouri apexations
in the amount of $3,063,023,651. Neither of the witnuus were qrou-u-dmd.

;SJ(,I} REE N

Company proposes to attribute apprq:riata weight bo both original oo-t arr!

Curren: value, Baged on the Ou:pmy 8 cq:italizat:im ratim ot 63 5 pcroent ﬂ.xd
dollar capital, and 36.5 percent common equity, the cumary prq:om a tnightlng of
63.5 percent original cost amd 3.5 percent current value,

'7,:__1-“ ;ar )‘i

In the Ocmission s cpinion the proper fair value rabe bam fo: the purpoue

of this case is in the mmt of $1,935 939,000,

Applying the net operating imane reqnx:eumt which has been fomtl |
reasonable in this case bo fa.ir value rate base produces a rate of retum ol' 58.05;
whichi, in the Camdqsion 8 cpmim is fair and remble retum.

RMIE [ESIGN

‘The many prcposes bo allocate the allmnd increaae mrg a:ﬂ wi.thi.n rate
clwseal by firat ml.itting the increase in to variable ard f.i.xd cmmts. 'l‘he
varimle porticn of the increase would then be mplied ho ea:h ral:e c.laas in
prcgorti.on to !:he kwh uged by each class. The fi.xod po:tion ot the incteele would be
allocated in prcpo:tion of the fixed costs being reco-ur.ed fm emt; cla; rundler
existing rates, L 'l u | R

.suft Wts the catparw 8 prq,:oul excqat thiat st;ﬁti prqoua 0 um.
the i.mu:ean for incardescmt street lighting bo the wetall pemml: imr.ama allowed
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in this case.

The industrial i.nterver.ars mpport the Oarpany 8 prq:osal

PC supports the Company”s proposed allocation af va.riable costs, but
prqaaaes that only 39.4 percent of the fixed caq:mmt: shmld to be allocated o the
residential class, with the rminin; port.tcn of fixea ooata al.l.ocabed anon; l:he

A

other classes in ;;roportim to their respective revenue,

Laclede Gas proposes that in the ca:pany ] allocation, the ooats of new
plant designed tn permmit substitution of lower cost fuels shauld be treated as ‘
variable ocostas and also proposes to distribute tha increase mng blocks of the
residential rate on a mif.ocm cents per kwh baais.

The School Dist.ricl: proposea: (1) to eliminate or reduoe the ndnimq
billing demand in rate 3{1»1); (2) to mt 1ncrease the rabe 1im1tar in ratm 306; (3)
to bill all winter use at a flast, lmrer winter rate, witlmt regurd bo dmm!ﬂ in the
sumer billing Beason; (4) 0 z:edefine the process of charging fran om srate class o

Eina }’ ilr oo

amther; and (5) to determine whe&xer the Sd\col Distri.ot is prwi.ding a fair rate of

return.
8t cxarles cbjects o t.he c:oupany 8 street 1ight mms ard tari.ﬂ:‘s '

R P E

sof

relatmg to traffic signals. St. Charles also pmposes bo mjo: omm

Fa ;;i’:}: e

electricity mployed foa: the maintemme of. plblic health ml ’aafet:y be billd at th«e

iua'

winter danm! marged thrcughmt the year, and furﬁ'aer: !:hat all sueh oomectiom be

consolidatad for bil.'l.ing.
Aocording to the Campany, the basic objective of its proposal is o
maint:ain ‘the a:isting rate design and class revenue relatiorﬂxip. 'rhe va:iable

Fhou e

cmponent cﬁ the rate is dzrectly related to kwh cormti.on The fixeﬂ oaiptmt of.

"i !“xa

existing ratea is generally mot altered directly by p:oduction o km m‘tion

In the Cauuission s opinion RC has damm&ma that as revenue arﬂ
megawatt hour bills dnarge between clusaa, the rcupodti:re; c?J;;s\aes ao-call.ed fixed
costs responmibnity also changes. A larger increase or decrease to any par ticular
class results in a lm:qer dmnge in t:he percmtage of t-.he prcpond !imd coﬂt

T TE LR IR PUSTS
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revenues increased to be allocated to that customer class, |

Public Counsel gubmits that the best method of allocating the ﬂxﬁ cost.
camponent. is contained in the Commission” s Order in c'ase No. B}O—')B-;.GB vhid1 1;; !:h?
Union Electric rate deeign case completed in 1980. The order i.n ':hal: cane 13 bmi
wpon ooet of service studies submitted by several parties to the proondim. ’l‘hc
order in that case, approving a stipulation of all the parties, allocatad 39.4 ‘
percent of the fixed coet increase to the 1-M cusbomer clm, with the balame being
allocated to the other three customer classes in prcpoa:tion t:o the r:eva;ues of ear;h
class, In the Camission’s opinion it is proper to continue to allocate 39.4 peromt
of the fixed cost increases % the 1-¥ customer claas

The parties, other than Laclede Gas, are gmrally i.n qremt ‘that the
Ompaw 8 variable costs should be applied to each ral:c dbau :ln pa:?ortion -3 l:ha
kwh used by such class. The Commission is of the opinim that i:hat aspect ot rate
design is proper for this case amd mould ba @plied. 5 ’ .

'I'he cmuission Staff cbjects to the cwgany 8 P)’.'qJDeed mre ot t.he : |
varisble calponmt of the street lighting schedule._ With r}e}spoctA hothe ;
incandescent lighting schelule, those custoners mopremain*on the Unton Elgggic
sd\aaule are no longer receiving maintename by the

_y:y to: their facilities.
Replacmts wil:l, not be aﬂfected by the cmpany in ths m a! re!.ubuumt ﬂor

TRIE

wt—of—poaket: enpenses, inc}.uéing all applicable mtrwtion ovethead In qﬁ.tc of
t'.he fact that the Cmpany is not perfoming any unmiubu:nod minl:u)ame on t‘.hue
ﬁacuities, t:he coupaxy is asking for a szbatantial i.ncreaae In ;he Mssi.on L3
opinim the étaff‘s mcaune:ﬂation that the cmgaqg 8 admdule fou: imag!;uemt
_1ight.1ng be imreaaed only by the overall percmtage imfeaae allouad | Wty is
reasonable and ghould be implemented as a part of the rate dcsi.gn in the W
new miffa.

Laclede Gas suggests that certain invaatmt con!:g I:hat dimtly -.batitubo

ERN 4

foc higher oosts of fue), shmld be allocatad for rgta-mkirq purpoua in the sum

WL EED TRRR
mamer as varia.ble coats. 'I'he mpecific exanp)e citad by Laclodo are pouul:ion

Amm




control and coal blending facilities. The px:imary diff.i.culty with aullocating such
facilities as thouwgh they are variable oosts is the fact that: thay are 1n reality

LU nelEEy Pid ;

fixed, Once such facilities are in place, t‘ha cost remains the same, ™o mttar vhat
EERETE Iﬁ’;E

the kwh output of the Company.

If Lwlede 8 mmmﬂatiom are follcwad, cushnmrs ydt:h tailblook ungc
would be assessed gteabet costs whid\ will result in highex raua. Lwldo L. SO
position is admittedly band on an attempt to oatbat uhat it oonsiders Unicn
Electric’s unfair ccnpet.itiva practioes in seekirg cust'.mers foc  space hoating In
the Comission”s cpmicn the ef.fects of cmpetit:iop d\m;;l.d not be a prfmry x:ate-
making consideration ard the proposal of Laclade Gas th;.lld be rejected |

The City of St. Charlas iztpliea that an existing stxect l.iqhting omtxmt

precludes any charge in ratns i.n the terms of the contcgct, 'rhe com.rwl: providu,

'l; i f T Rs __, 3

however, that rates are abject t:o chazge by the Missouri. P_dalic Servi.c;» Laululm.
The City of St. Charles al.ae qpars to be of the cpinion thqt tra(fic si.gml use is
being billed mproperly, hmaver. the evidence eatab}ishes that the C:u:y i.s bei.ng

g liii ““%

billed under the correct ratae. As pointed out by the Company”s testi.mrajr, t:he City
has the option of segregatirq its use at certain 1mations bebween lighting ard

Prrandy :: oy

traffic signals but the cmy h& eleci:ed to take a single mel;enad awice.

BT A

The City of St. Charles arﬁ the School District alsq _raise a nmba: of

R A L e SRS AR T A

other 1ssues, primarily atbwt;ing t:o negate the t of rate reform: aproved by

e
TIEMY

the Oarmissmn in the :at:e design caae, E0-78-163. _

G TaEN JH.LRdE

The Camnissim is _smat:hetic o the fipnspial pxoblm fwing 9mrmnu1

YO Bl fe TR 757 B

entities, but the very purpme of; a rate deai.gn proeeeding is to increate oc decrease

MG LT MIOU PR s e *fi’

various rates in a:der ho minimize any existing cross apsidi:ation mng custcner

i DETETERY w oy

classes.

R ,\_.; ey iR A

T'ne School District inplies that: the reqent rate es have (.u.und it o

‘ LiFR O 5!&? JORURD GEnm T ER)
experime an imrem in its coat o:E electric“_gorvicg 3&;?3},% ger?gnt, ; It ppears
them was no preciae cmpariaon of the bills for the iwo gerlodl and that mt. all ot

STRTo Be iy TONEE T g €3

the imreue rosulted f.rcm rate design. 'I‘he incr?alu %“? includes the eftovt ot' a
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rate case which was also affected by changes in use pattem o weather batmm tha o
two patterns. In attempting to arrive at an eq.xitable tate diatribution, based on A-
costs, the solution is mot to create exceptions, That methql mmly mifts
inequity to be borne by another unknown customer claus.

Although the Commission is satisfied that the 1nll:ant rau duign is fair
and reasocnable it is mecgnized that a more au:rent oolt ct aetvice ?rqaudlng Ay be

HoR L .

Justified. A number of parties have attacked the preaenl. rgpe donign The teql;hn?
establishes that the cost of service changes with tim. m:;t;her j"i;btiﬁcation uy ::o
the pending placement in service of a new generating facnity. o

Several part:ies suggested that the cmpamr mo.:ld pertom a new cflm aost
of service study. The Commd ssion agroes with the suggention m! wnl o:dcr Oulpuw
w present such a study as a portion of its case in d1:le£ in it:a mxt general rahe
cae,

mmam Im

A, Lat;e mm: Chargg

The Carpany hae proposed a late payment dmarge, consisting of 1 5 parcent
applied to any balance cut:stazﬁing when the n.a:t b:lll is ,rendergd 'l'he Staff _
suwports the Ccupany 8 prc:poaed late paymnt charge, mid:h- is cpposed by ﬁ:e city oE
8t. Charles, the Plbli.c muneel arﬂ MoPIRG

The Staff a:pports i:heOmpanyspropoaalbecmae theoostoffm'ldlho
carry the mnthly arrearages adds to the overall cost of doing business anl this can |
be reduced bo sae degree by a late payment daa:ge. xn the Staff"s oplnion the hi.giu

coeﬂ: cf shce:t term dd:t makes it impoa:tant to encourage thnely paymts so the

wverall coet: ct provlding gervice can be minimizad. Late paymnt eharges urge frcn
one percent t:o five percent for those companies that currently have much charges.
' Bot:h t.he cvmparw and the Staff cite numercua cms 1n their briefl tor the

LR 35 gy

propositlon that a utility 8 hte paymnt charge comtg.;ut.u a dwlm

LRI e i x%ﬁu}h E

eoats incurred by the utility becauae of late pa;umt.a.
In the ccmiaaion s op\nion 1t should oont.im. to touow t.ht qmoral. )



accepted practice of muthorizing late payment charges to recover the costs caised by
late payers without discriminating against timely payexs. | | |

The proposed charge of 1.5 percent closely g)lp:xqcimates‘ the c@aw“s_
embedded costs of money, and is below the current comt ‘ofe furﬂis;ig ar?ea;agaa #nrﬂl
should be approved. | o |

B, Btudy on aasistmce to subsxd:.a:ies

The Staff has recommended rhat the cuarpany be directad !n perfcm a smdy
quantifying labor hours anmd wages used in providing aervioe mtually baneﬂci.a.t bo
the consolidated corporate entity. Staff is of the opinion that: the study uoulLd bt a

useful rate-making tool in debemining actual costs £oa: Union Mectrtc as woll a,l 11::
subsidiaries, "
In the Commission’s opinion the Stafi!“s recmmtion has merit mﬂ w;.l.l.

R

permit a more accurate plwmnt of sate coats 1ncurred by the pa:ent uhid: my
direcﬂ.y benefit its oarporam aubaidiaries. At premt theae ooots aremt |
identifiable or assignable, S@ a study could be useful foc rate-mking purpones
not only in cases involving Union mectxic but also in cases involving its
subsidiaries, | |

‘ cmpanyisofthecpinimmatmecostofsmhastudywinwmighits
benefit. The Staff has not mqnsmd an umnecessarily a‘l.aborata syst- ad has
expressed a willingness to work wit.h the Gmpafy i.n devising a uaeful but. not -
umacessanly burdensome fwn of studg or method of recocding the oost arﬂ autnution
of benefits of services that may accure entirely, or in part:, ho one or m aﬁ ﬂ:be
Carpany g subsidiaries, The Omwny am'l ﬁle Staff are hereby ditectod ho collab::rahe
in davi.sing a proposed form of study, and anticipaten ooets, anl d'nan mr: t'ha |
prq;osal, within 90 daya of the effective date of this Repo:t arﬂ 0:der, £oc

Camlssion @prwal.
C. | Calculation_ of Allowance For Fun

Wamever construction work in progress is mccmdad frun rate baae, _the

e

utility incurs a cost in car:ying the construction project fran thektim aanat:rmtion
48
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funds are borrowsd until the plant iz placed in service and starts to earn a retum
from the ratepayer, The coat is raflected by captbu}hing; Ag'unc Concepty ’
there is little difference betwsen capltalization of the cost of pgr):qm gum' am
capitalization of other costs of construction such as labor ard %@tiq}q. T
AFUIC is calculated woocding to a fomula eataby,sngd ij, opted as
part of the Uniform 8yatem of Accounts. (18 CFR part 101,, Blﬁqgt:}.ﬂ ?lpnt
Constructions, par. 3 (17). This formala specifies, aong o__the: l:hlngs, thn mth::d
for determining the oost of the various gources of funds Qand fox thion, The
formula requires the ocost raba for common equity to e the rate granted comon emiity
in the last rate proceeding for the ram-m@king body havirq p:i.na:y rate
jurindiction. All parties ajreed t:hat thia m.tuion la H}g rate-w ,Hing hndy hming

_ p:i.mry rate jurisdiction for Union Electric. L I o

The Staff is mquasting that the ccmission q:dp; tgp M tx} L
rogalculate ARWUIC on all mtrmticx_x work for:uhid\ the rate applied had an equity

camponent. greater than 13.1 paroent:. o s fiiza mp

The last rate of return on the Ocupgry s oo ahg;u;gf ¢ ?}r‘ﬂ# ﬂ@ﬂ:},ﬂd
by t:hi.s Cammission was in case l'b. mm—-1.54, by ordqr datqg{ ;!w 19,; ?8,01;1
was astablished at 13.1 percent. e s

The Company, without Omaission mthcdntiong Fecomputed t,i;g :%gz of
ret:um on oamon equity for pnztpoaes of the Amnc fatm;lg gg 13«?"&1’?@?“: :{gxgyy
1, 1981, aml again to 14.6 percent at Aiyust 1, 1981, Although the Company did not
aeek this Omiasi.on" ~approval oneithnr occasion it did rlopeivietm woval of
Fmtormemﬂd\me. - -

'l'he Ompany calculataﬁ the changes as a result qt ;sfl;!gg.?m g;t;w%s in
Cases No. ER-80-17 amd ER-81-160. e e

'J.‘he stipulati.cn in Case No. ER-80-17 recited that it m 'mumtmny

silent reapect:ing an agrews rate of retvrn,”

fosha] B

'lhe zt.ipulation in Cage No. ER-81-180 rqgitnd tp at ;t. yos 2. mgu;?\d

dollar éettlgnmt for the sole purpose of diagpsiog Q! %, No. KR J,TLBQ'W *that
49




noné of the parties to this stipulation and agreem it gha dqnad Yo hme
spproved or soquiesced in any ratemaking primlga_l x sy ytmgi 32 omg of lp;yi.m
datamimtim, or cost allocation underlying any of the rates and Ia:i.‘.ts provided
for in this stipulation aml aqramnt. , L |
It can be aeen, therefo:e, neither of the rocmt aettl.«! cades p:cwidd a

rate of ret:urn, but were bued aolely on a si:amd 40;,;.&: Set ~r‘;ﬁ;:«~,“ ‘1110 Ouw

RE R

,)_‘}

juatiﬁcl the :ecalculat:l.on of its AFULC rate by using rates of return that were
within the range recomended by the Staff in ita preﬁldi butimqr 1n thc two
aer.tld case8, . . -
None of the partis. imluding even the sm!t witms;ns. hga mw
that 13,1 peroont is actually a reasonable cost. cc common qi d.lr;lng 1981. )
Alt.hmgh cantinuea use of a mn equity rate of 13.1 percent may be desmed in-
adequate, the mny simly did not procesd promr{y in weking ary change. As the
Y Specifically burgain, "S’P

Staff points cut, even in a settled casie, Compay
rweive from all parties a propoead rate of return on common equity which cm

----- 12 SN
WP

In the caunisaim 8 opinim the contention t;.ggs thxe Oﬂ-is-im-

in Wwing stipulatbons an:l a;jzemta, can be a.umsﬂ to hawve made a ﬁndiag that
the Staff"s recammended rate of x:eb.nm on equity is reasonable is i

L r? l;}t? AT

Caunission is alse of the cpi.nion, however, l’hat 1t would mtdtly mua the

AT

caqaanytaforoem@mmtimemmanmﬁaustic:gtgotgpmpmﬂgq;p‘_

L

calculationofitsmm Staff"s recamended recalg:lgtim 7 ghb{cqqupt

l!‘?zi ; 2L

the Cmpaw is directu! in making or p:opoei.ng future d:m;u tn its lel:c Elg! to
infcxm the Staft oﬁ the Ocmnission #o that it may qmgj.ggr migw of such |
d‘m’qn. bafore the fmt. In the evant the Btaff. .‘.9.1..{ gm; ”@' }cp% wuﬁg

p:oger itmay recmmrd m x:emdial wtiononmopnﬂ;of q@
alao has available to it the mathod recammended by the Staff fox m}&q the v,

of an whdat:ed zata of :et.um on ooamon ecuity thmugh lgpnl in%tb{}qﬂ

cate cases.
%0
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D, ﬁage Policy
The Comission is cmcemed by bastimony of a Staff wiimeu b) the eﬂ!ect

that the gtaff has mot in the past audi.tad the reamablunu qt (

oolts:
. Q. -In the pest, lmibb-mthamm o] - Y
Btazﬁprwtimhomceo: mwmm
qosts &5 théy axe incurred’ by the 0
A. The Staff does try to do some Lype
analysis as io where the costs are tr ibuted
R B
suﬂ Bt., p. 98. : o co s sl W Gaan pRieshefey

_ " A situation:where the. Wuu 1eved afumid e
labor costs, vhather: contract.cr salary, oc any- other:major’ Tdonta el the: Qllpdhy Tl
ot been analysed by the BEaff, Office of the:Public-Counsel, o¢ e e Ot parey
camot oontinue, The Commission itself cbwiously cannot do such an audit, yat it is
the responaibility of the. Commtssion to detarmine whether the Ooepany’ GW onic Ry

gnnasoﬁzerm, are.fair and reasonsble, : mmmmwmum
the Oosmission must rely upon the input provided by .the parties. - P
@fthisismwthatmmmdwm‘mm éosts in
ﬁlis-cgae:is-mtg:faitrmﬂ‘-mmnble. By inclusion of Lmog costs in its testimony
copseming.3ts need for rate: Ancresse; the-Company m pllm wn@gsﬁn With
the snly. evidence - cn. labex 'costs, No other party introduced ary contrary evidence,
Thus, under the evidence in.this case, the Commission has o divice but 5 oaniliade!
that .the .Company s Jabox mstsmzemmble
. In future general rate cases, ‘the: Oowrai s ion will exgect ‘& caNpany W
addreoa the issue: of the reasonableness of: ita: evel) of labor mests; snd Other najoe:
coots of its cperstions, ard that other parties-including the Staff; ehall eiamine

 such. iseue socordingly.

11



Conclusions of Law
The ¥issouri Public Service Oommission has arrived at the f£following

conclusions of law

The Company is & public utility subject to the jurisdiction of this
Compisaion purusant to Chaptexs 386 and 393, R 1978. The Comphny”s: tarififa which
are the subject matter of this procesding were suspended pursuant to the mithecity
vestad in this Cosmission by Section 393.156, R0 1978,

Tho burden of proof to show that the prepoeed increased rates are: just and
resscnable 1o upon the Comparny.

Orders of this Commission wust be based upon ccmpstent. and ‘sibwtantial
evidence vpon the whole recced.

Tho Commission after notice and hearing, mey crdsr a-change in the rete,
charge, o rental, in gny regulation or practice affecting the:rate, charge oc
rental, and it may determine and prescribe the lawful rate, chimrge or- pental and ¢he
Lawful xegulation or practice affesting said rate, charge or-xental thersafter t0-be
chearved. i - : T VI S

The Cosmission sey consider all facts, vhich 4ndts dudgmént, have ang
bsaring wpon a proper determination of the price to-be ciarged with-dis-regiid; wiking
other things, to a reasonable averege return upon the cspital agtuslly epinded; ad
to the necessity of making reservations out of income for surplus ard mimm

quantity wmwmmammemmmummbemmmume

objected bo q:: mmaxmd.
mmwsmw :ammmwgesm insufficient tu yield
reasonable Wum ﬁa: electzic service Mem hgf it in this State, and

acooedingly, rwiuionn i.n the cmpmy 8 upplicable miﬂ duxgu mm{

o CLENLN OO
authcrized, are pran ana :ppropzi.am and wiu yiold bho m a m: mbun ore
the net ocigiml oont :abe base or the fair value rate bue tou:d prqn: honin ™w
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rates resulting fram the authorized revisions that will be fair, just, reasorable and
sufficient and not unduly discriminatory or unduly preferential should be authorized.

Althogh there is no requirement that a test year, o any other spacific
procedure, be used, a test year is coaworily utilized in an attespt to measure a
period of novmal cperations, to which reasonable adjustments may be made to pormit
the establishment of & reasonable estimate of conditions m:im the period of time in
which the new rates will be in effact.

Under ordinary circumstances, adjustments to a test year are confined to
thoee permitting a matching of revenues and expenses. When known increasee in
expanides will ooour, the ineguity in disallowances for a lack of precise L He T
sy cutweigh the potantial for unfairness in the allownce of the expanse for whish
the precise mrewm revenues cannot be established.

No individual - auomme is iwproper if it has not contributed to an
ultimtexabeiﬂelt!mh mmofma:mm ie fair and ressonable.

Wmtionmtprevimalymleaonmmmmm, sl ay
objection not previously ruled on should be considered overruled, |

It is, therefiore, ' N

OROERED: 1. That the prcposad revisad elantri.c tariffs £iled by mim
Electric Compary of St. Louis, Missouri, and hemin smpeu!d, are hexshy dhmm
amd Comparny ig autharized to file in lieu thereof, fa: approval of thh Omd.:sim.

WEIEEE L 0d ] 25

miﬁss d&sigmd o) imreaae revenuea by q:pmtimhaly 365.%5.000

oy Fii Yy A
K SILAYOS ' Bt

mnmz 2. 'I‘o the extmt t:hat the reviaed tanffn hcmln uﬂniﬁd

153 IL; t?

allon the zecwery of forecashed imreases in 'éhe m of fuel, .t:he hnmm :atm

-_:_.:_. 14 g R ;5_: ” P

shall be wjact to neum in the manner p:ovm«: ﬁdc in pu‘cgnph IVA of Buhibit 5,
a3t Jeo THYE WO .;"y_
Locaivaa in evidmce 1n this matter,
) cwm: 3. That the tariffe to be filed hereln shall embody the ra

e

PR RTINS T A

deaignlureinfanﬂhobereamblemﬂpmper,anﬂwbedwmoﬂﬁarum!:oe A

‘

rmdamd on and after the effwtive dnba of this mpoct m: o:du. o
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ORERED: 4. The Company amd Staff shall agree on & proposed form of
tudy imlw!ing mmm oosts, of the m murs amd muund mp:widing

PRE SO £ % ER gt
u:vioo to the Oasparq 8 mbsidtaries m! the valuo ot those urvlou The p:cpnu&
15 ETURNE VORI W A E Hi z‘u-» LR R

LER
shall be pmmmﬂ o t:he cmd.uion wtthin nimty (90) days from the c!foctin date
TRV RPETY wEaddh QU LS
0! thia Rnpatt alﬁ Otder
omm: L l‘nckct No. %83—2 is hmby m1m for the

i _{"1 U }_“ 1} ‘_A‘}% ) SryrhE

imrut.tgatlm Union n«:txm m s maidmtm mmuon ram.

GEPFEEYC LS JLIOGESWOES LW

mz 6. In its mt qmaral uhn p:eceuung the M shall fila,

AP WU LE R RRLETe WOME R

wapxtﬁmofitscmmmuf,amcmmxnmm
v A e tEaRtanGt

m: 7. 'I'hat this RApott ard O:dcr shnl.’& bm effective on the liith
: R DT CRATE OORAGT SRt
day ot July, 1982.

e went DA GE Ry L VPRLeE ] fz,-?;:s’i“)i’;i,g;,—-ﬁzg
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Fraas; €, ; MoCaxtnay,. Docity, R r el RED LR T
aqueigh amd Musgrave, CC., Contur.
amd certify. m with the o G LAl SO W CHG
Ewi;giggs of Sectim 535.080, '

Deted: at. Mﬁum m:‘f wii T I DM BTG
this m duy of July, 1962.
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