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SUBJECT: Staff Recommendation On The June 12, 1996 Application For variance 
From The Commission's Chapter 14 Promotional Practice Rule 

DATE: June 28, 1996 

The purpose of this application, submitted June 12, 1996, is to obtain a 
variance from the Commission's rule concerning utility promotional practices 
(4 CSR 240-14.010 (2)), pursuant to tariff provisions contained in Union 
Electric Company's (UE or Company) tariff Sheet No. 152. UE states that the 
proposed variance will allow it to compete with an unregulated electric 
cooperative for the potential load in a planned development called Cedar 
Park Place. This subdivision is located in the City of Linn, in Osage 
County, Missouri. 

UE is requesting an order from the Commission granting a variance which will 
allow it to offer to Mr. Byron Baker, the developer of the subdivision, the 
installation of underground facilities at no cost for the Cedar Park Place 
Subdivision. Under existing tariff provisions, a contractor is required to 
pay the additional costs to serve the subdivision underground versus the 
standard overhead system. The total waived cost pertaining to this 
application is $1,950. The Company has requested expedited action from the 
Commission to provide it the flexibility to respond to the practices of 
Three Rivers Electric Cooperative (TRC) . UE states that if it is unable to 
match TRC's practices in a timely manner, the Company is of the opinion that 
the customer may make the decision to take service from TRC in order to 
proceed with the development. Mr. Baker had indicated to UE by letter dated 
June 5, 1996, that TRC has offered to extend and to install all of the 
underground facilities at no cost to the developer. 

4 CSR 240-14 allows that a variance from the promotional practice rule can 
be obtained from the Commission by application providing good cause. In its 
filing, UE stated its good cause, to be that the additional service is 
economically justified, will allow the Company to more efficiently utilize 
the facilities it already has in place, and to the extent UE is unable to 
compete with TRC, TRC will be unwilling to negotiate territorial agreements 
with UE. UE has indicated in its filing that it has electric facilities in 
the immediate vicinity of the development and is capable of serving the 
subdivision. UE represents that existing customers may benefit by more 
efficient use of existing generation, transmission and distribution 
facilities and by the contribution the new customers will make toward 
existing fixed costs. 
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The total after-tax cost to serve this 13 lot subdivision is estimated to be 
$21,648. Company has used its 'EVALUATE' proqram to establish the maximum 
investment in facilities necessary to support the new customers' anticipated 
annual revenues. Yearly after-tax net revenues have been determined to be 
$11,410. Staff has not analyzed Company's 'EVALUATE' proqram because of the 
complexity of the 'EVALUATE' proqram, Staff would need to commit siqnificant 
resources to make an appropriate analysis. 

Pursuant to the Commission's decision in UE's Case No. E0-91-386, the 
Commission determined that allowinq waivers as an incentive to encouraqe 
rural electric cooperatives to enter into territorial aqreements is in the 
public interest and overrides the concerns Staff may have with the 
'EVALUATE' proqram. This filinq is consistent with those directions to 
encouraqe territorial aqreements and to afford equitable treatment between 
UE and TRC. Therefore, Staff recommends approval of this application. 
Staff also recommends the ultimate disposition of the expenditures incurred 
pursuant to this waiver be addressed in the Company's next rate case. 

This case arises in the context of a competitive environment between UE and 
TRC. In this case, a letter from Byron Baker, the developer, to John 
Propst, of UE, was filed as Exhibit 2 with UE's application. The letter 
stronqly implied that a commitment for free underqround facility 
installation has been obtained by Mr. Baker from TRC. However, UE 
subsequently stated that there is no aqreement between TRC and Mr. Baker 
specific to this area. Thus, the Staff has not been qiven evidence of prior 
conduct of TRC upon which to infer TRC' s likely position on the free 
underqround facilities issue. Based on this evidence, it is reasonable to 
infer that TRC would provide installation of underqround electric facilities 
at no charqe to the residential area involved in this case. The 
intervention of TRC in this case is not necessary to form the basis of its 
recommendation and TRC's assertions do not alter Staff's recommendation. 

In summary, Staff recommends UE continue its efforts to reach a territorial 
aqreement with TRC, and the Commission approve UE' s application. If 
Commission approval is received, Staff recommends that the Commission order 
UE to file a revised Tariff Sheet No. 203 modifyinq the unrequlated 
competition waiver to include Cedar Park Place. 
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