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Unanimous Stipulation and Agreement 



Comes now the Staff of the Missouri Public Service Commission (Staff) in support of the Unanimous Stipulation and Agreement filed on May 30, 2002 (“Agreement”) agreed to by Staff, the Office of the Public Counsel, Citizens Electric Corporation and Mississippi Lime Company (the “Parties”), and states:

1.
On November 1, 2001, Citizens filed with the Commission proposed permanent tariff sheets to increase revenues annually $6,548,804 or 13.9% due to (a) a January 1, 2002 increase in the contract price of wholesale power in the annual amount of $4,665,565, and (b) increases in other costs in the annual amount of $1,883,240.  In their Unanimous Stipulation and Agreement Regarding Implementation of Interim Rates, Subject to Refund, and Class Cost of Service and Rate Design for Permanent Rates filed December 14, 2001, the parties to the case at that time agreed that Citizens should be authorized to collect additional revenues of $4,665,565, representing the increase in its wholesale power costs, on an interim basis, subject to refund.  The parties to the case at that time also agreed on the rate design for the permanent rates.  The Commission approved the Stipulation and Agreement on December 20, 2001.  The May 30, 2002 Unanimous Stipulation and Agreement incorporates these aspects of the interim rate agreement, and Staff considers this outcome to be appropriate for the same reasons it supported that interim rate agreement:  that Citizens obtains all of its electric energy by a wholesale power agreement, and has no generating facilities of its own; and that Citizens’ present contract with Union Electric Company, d/b/a AmerenUE, for wholesale power ended December 31, 2001 and a contract with Ameren Energy Marketing Company (AEM) commenced January 1, 2002, at significantly higher rates.  Similarly, the parties to the case at that time entered into an agreement addressing the rate design for the permanent rate case and therefore, the current Unanimous Stipulation and Agreement merely ratifies that determination.

2.
Citizens Electric Corporation is a uniquely situated entity.  Like most of the utilities that come before the Commission, it is a corporation established under Chapter 351 RSMo. (the Missouri General Business Corporations Act).  However, unlike other corporate entities regulated by the Commission, Citizens is structured such that it operates on the cooperative business plan – i.e., it returns to its member/owners all revenues in excess of costs in the form of capital credits.  Despite this structure, Staff approached Citizens’ permanent rate case from the same perspective it typically views public utilities the Commission regulates.

3.
The Unanimous Stipulation and Agreement conforms in all respects to Staff’s positions.  Generally, these positions are set forth in Staff’s direct testimony filings of April 2002; however, some corrections were made to the Staff’s adjustments in the course of the prehearings.  Below, Staff addresses the areas that diverge to some degree from Staff’s initial post-audit calculations.  A synopsis of these adjustments is appended to this document in Appendix A.

REVENUE REQUIREMENT ISSUES

4. 
Special Contract Customers.  The Staff’s revenue annualization for large volume customers included a special contract customer that is served under a Commission approved special contract, which reflects an Economic Development Rate offered to this customer under a separate power supply contract that Citizens has with AmerenUE and which does not expire until 2003.  As a correction the revenues associated with this special contract customer were removed from the Staff’s large volume customer calculations. A corresponding correction was also made to Staff’s purchased power adjustment.  The overall effect of this correction was to increase revenue by $876,135 and to increase purchased power costs by $570,285. 

5.
Large Volume Customers.  Three additional changes were made to the Staff’s analysis of large volume customers.  These changes included:  (1) a reduction in revenues of $2,023 to recalculate the revenue adjustment for one large volume customer; (2) the removal of revenues recorded by Citizens in the test year for a prior period adjustment that resulted in a revenue reduction of $88,756; and (3) separating the large volume customers from the small general service customers in the growth analysis calculation reduced revenues by $118,883.  The rate class that includes the twelve largest industrial customers also includes customers with significantly lower usage levels.  The growth analysis measures the difference in customer levels during the test year to the level at the end of the period.  The twelve largest industrial customers did not impact growth since they were customers throughout the test year.  The average kWh usage level of the remaining customers in the rate class after eliminating the twelve largest industrial customers is more representative and is more appropriate to use in determining the effect of customer growth on kWh usage and revenue for this rate class.  Cumulatively these changes from the Staff’s filed revenues amount to a decrease in the revenues of $209,662.

6. 
Purchased Power.  Purchased power costs were adjusted to correct for a change in the definition of peak demand in the new power supply contract with AEM.  During the test year AmerenUE computed demand charges to Citizens based upon the peak demand during only the “on-peak” hours, 10 a.m. through 10 p.m. weekdays.  For the new contract effective January 1, 2002, AEM computes demand based upon the peak kW level without regard for the day of week or hour of the day.  Citizens actually exceeded the “on-peak” demand during off-peak hours in five of the twelve months of the test year.  The correction to calculate demand using the new definition resulted in an increase in purchased power cost of $149,459.

The Staff originally filed an adjustment for energy losses based on the test year actual energy losses.  Citizens used a five-year average of energy losses to determine kWh for purchased power in its case. After discussion with Citizens, the Staff and Citizens agreed to use the three-year average level of energy losses to calculate the level of Citizens’ purchases required to meet its kWh sales.  This resulted in an increase in purchased power costs of $236,681.  Cumulatively these increases along with the special contract customer correction result in an increase of $956,425 to the Staff’s filed purchased power adjustment.

7.
Payroll.  Minor corrections relating to Staff’s calculation of overtime, FICA and employee hours worked resulted in an increase of $46,730 to Staff’s payroll annualization.

8.
Property Taxes.   Staff updated its property tax annualization to take into account plant in service at Citizens last known weighted property rate (2000).  Staff’s analysis demonstrated that plant in service balances were ever-increasing and would continue to rise due to Citizens five to ten year capital construction program that projects spending over $30 million in the next five (5) years.  As a result, Staff’s property tax adjustment increased by $36,430. 

9.
Cash Working Capital and Uncollectibles/Bad Debt Expense.
Due to the interrelated nature of the underlying calculations, the adjustments discussed above resulted in calculations that increased Citizens’ revenue requirement for cash working capital by $2,747 and for uncollectibles/bad debt expense by $443. 
RESIDENTIAL CUSTOMER IMPACT

10.
The additional revenue increase of $1,608,690 (above the $4,665,565 interim increase related to the increase in Citizens’ wholesale power costs) will increase residential rates by 0.37¢ per kWh.  For a residential customer with monthly usage of 1,000 kWh, the monthly bill will increase $3.70, or approximately 4.5% (which ,when coupled with the interim increase, will result in an overall increase of $11.21 per month, or approximately 14.7%).

OTHER ISSUES

11.
Rate Implementation.  Staff recommends that the Commission approve the implementation of the new rates in the November billing cycles.  Allowing Citizens to forego billing its rate increase while summer rates are in effect, i.e., the increase would first occur  for customers’ usage in October, may reduce, if not eliminate, the immediate impact of higher bills following the rate increase, because although customers’ bills may be higher than they would have been absent the rate increase, they may be lower than the bills for the preceding month because of Citizens’ lower winter rates and/or Citizens’ customers lower usage levels in October.  Staff believes this arrangement will benefit the customers by lowering their bills on an overall basis and assists Citizens by reducing the complications of altering its rates in the midst of each billing cycle.

12.
Depreciation.  The parties recommend that Citizens be allowed to continue its current depreciation accounting practices in accordance with the Rural Utilities Service (RUS) accounting guidelines.  This permits Citizens to meet the requirements RUS places upon it in order to receive low interest loans.  RUS requires a specific depreciation methodology so that it can readily compare the accounting information of the companies with which it transacts.  For the purpose of reporting to the Missouri Public Service Commission, Citizens will use the depreciation rates recommended by Staff in the Unanimous Stipulation and Agreement to determine a Missouri regulatory depreciation expense for the reporting period.   Citizens will determine a net salvage expense and disaggregate its depreciation accounts to show the depreciation reserve balances that correspond to the plant cost accounts.  This information will be reported to the Commission in Citizens’ Annual Report.

13.
Surveillance and Reporting Requirements.  Citizens agreed to accommodate all of Staff’s requests on power supply portfolio development, peak demand and energy forecasts, capacity plans and transmission and distribution plans as well as general surveillance data.  Staff believes this information will assist in Staff’s oversight of Citizens’ regulated activities.

WHEREFORE, for the reasons stated above, Staff requests that the Commission approve the Unanimous Stipulation and Agreement and direct Citizens Electric Corporation to submit tariff sheets to effectuate the provisions contained in the Unanimous Stipulation and Agreement.
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