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Staff's Report to the Commission  

COMES NOW the Staff of the Missouri Public Service Commission (Staff) and for its report to the Missouri Public Service Commission (Commission), as directed in the Commission’s Order Directing Filing entered in this case on October 24, 2002, states:

1. On October 24, 2002, the Commission entered an order in which it stated:



On August 2, 2002, Union Electric Company d/b/a AmerenUE filed an application with the Missouri Public Service Commission, requesting authority to convey to and lease back from the city of Bowling Green, Missouri, certain land and improvements.


The Commission is concerned that an effect of this transaction may be to deny funds to school districts relying on property taxes generated from AmerenUE’s ownership of the property in question.  In order to make an informed decision, the Commission must know if there are school districts receiving funds from property taxes generated by AmerenUE’s ownership of the property and to what extent those districts will be affected by the proposed transaction.


Therefore, the Commission will direct its Staff to investigate and determine the effect of the proposed sale and lease back on the school districts.

Following this explanation, the Commission ordered its Staff to:  



investigate to determine whether there are school districts receiving funds from property taxes generated by AmerenUE’s ownership of the property at issue. . . .;  . . . if there are school districts receiving funds from property taxes generated by AmerenUE’s ownership in the property, Staff shall determine to what extent those districts will be affected; . . . [and] the Staff of the Commission shall file its report, detailing its investigation, no later than November 5, 2002 . . . .

2.
In performing its investigation, the Staff, on October 29, 2002, held a teleconference with personnel and consultants of AmerenUE knowledgeable on the matters the Commission ordered the Staff to investigate.  During that teleconference, the Staff inquired of the matters indicated in the Commission’s order as well as related concerns the Staff heard expressed by Commissioners during the Commission’s agenda meeting of October 24, 2002.  After the teleconference, AmerenUE shared with the Staff a draft copy of an informational pleading AmerenUE intends to file in this case.

3.
The land and improvements that AmerenUE seeks authority to transfer to the City of Bowling Green include a power plant made up of four combustion turbines.  During the Staff’s teleconference with AmerenUE, AmerenUE related that the power plant began operating in June 2002 and was essentially constructed after January 1, 2002.  Since property tax assessments are made on property owned as of January 1 of each year and become due and payable on December 31 of that same year, as explained below, political subdivisions in Missouri that receive taxes from property owned by AmerenUE should not receive any significant taxes for tax year 2002 attributable to the power plant in question; AmerenUE estimates these taxes for year 2002 will be $61,037.  

4.
Before the power plant began operating in June 2002, AmerenUE’s assessable property at January 1, 2002, included that portion of the power plant classified as construction work in progress (CWIP).  Therefore, the political subdivisions imposing taxes in areas where the power plant is located, including the applicable school district, may receive funds from property taxes paid by AmerenUE on December 31, 2002 based on the initial CWIP associated with the power plant at Bowling Green.  Based on discussions with AmerenUE, any additional property tax base for the CWIP associated with the power plant will have a very minimal impact on the funds received by the school district.  AmerenUE reports that it paid total property taxes of $193 in 2001 for assets related to the transaction proposed in its application and that it anticipates total property tax liability of $61,037 for the CWIP in place on January 1, 2002.  (In Missouri taxes for CWIP are paid to the taxing authorities where the project lies; taxes for plants in operation are distributed to the taxing jurisdictions where AmerenUE has property based on transmission line miles.)

5.
AmerenUE also informed the Staff that the required public notices given concerning AmerenUE’s plans to construct the power plant at Bowling Green disclosed that it was being done as a Chapter 100 development project.  AmerenUE stated that no public announcements were made until an agreement was reached about the nature and details of the entire project which included the sale – leaseback option that results in the claimed property tax advantage.  Given the timing and content of the public announcements, AmerenUE believes that no taxing authority had any reason to anticipate a greater future tax revenue stream as a result of this project.

6.
Finally, Section 5.04(e) of the Pre-Annexation and Development Agreement bearing an effective date of November 9, 2001 and attached to AmerenUE’s Application as Exhibit 2 provides that the annual “grant” of $200,000 that AmerenUE is to make to the City of Bowling Green for twenty years is to be allocated among other political subdivisions or taxing jurisdictions as determined by the City of Bowling Green.  How the $200,000 annual payment is distributed by the City of Bowling Green is wholly within the City’s discretion.  It is possible that some political subdivisions may receive more funds from the City of Bowling Green than they would receive in increased taxes if AmerenUE were to retain ownership of the power plant.

7.
In summary, the Staff believes that, to date, no school district or other taxing jurisdiction has received property taxes associated with AmerenUE’s power plant located in Bowling Green, Missouri and that only minimal, if any, property taxes will be received by them for tax year 2002.


WHEREFORE, the Staff respectfully submits this report to the Commission.
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