

          STATE OF MISSOURI

     PUBLIC SERVICE COMMISSION


At a session of the Public Service Commission held at its office in Jefferson City on the 29th day of January, 2004.

In the Matter of the Application of Union Electric 
)

Company d/b/a AmerenUE for an Order 
)

Authorizing the Applicant to Issue Up to  
)


$436,585,000 Aggregate Principal Amount of  
)


First Mortgage Bonds to Secure its Obligations
)

Relating to Certain Outstanding Revenue Bonds
)

Issued by the State Environmental Improvement
)
Case No. EF-2004-0205
and Energy Resources Authority of the State of
)

Missouri in Connection with Insuring/Credit
)

Enhancing Such Revenue Bonds and to Amend
)

Outstanding Loan Agreements Relating to the 
)

Revenue Bonds
) 

ORDER GRANTING FINANCING APPLICATION


On October 31, 2003, Union Electric Company d/b/a AmerenUE filed an application asking the Commission for authority to issue up to $436,585,000 aggregate principal amount of first mortgage bonds to secure its obligations relating to certain outstanding revenue bonds issued by the State Environmental Improvement and Energy Resources Authority (EIERA) of the State of Missouri in connection with insuring those revenue bonds and thus enhancing their credit quality.  

Along with its application, AmerenUE filed a motion asking the Commission to expedite its consideration of the application and to approve it no later than December 31.  On November 3, the Commission ordered its Staff to indicate whether it could file a recommendation regarding AmerenUE’s application by December 15.  Staff responded on November 10, by indicating that it could not file its recommendation until February 12, 2004.  AmerenUE replied that it would be satisfied if the Commission issued an order by January 30, to be effective by February 10, which would allow AmerenUE to close the proposed transaction by February 11 and initiate a new auction procedure for the auction scheduled to commence February 18.  By meeting this schedule, AmerenUE indicated that it could save as much as $120,000 in additional interest expenses.  Staff replied that it would consider AmerenUE’s application as quickly as possible but that it could not file a recommendation before February 12.  On December 2, the Commission granted AmerenUE’s application for expedited treatment and ordered Staff to file its recommendation by January 23.

On January 23, Staff filed a Recommendation and Memorandum regarding AmerenUE’s application.  Staff recommended that the Commission approve AmerenUE’s application.  Staff indicated that credit enhancing the bonds is prudent and will generate significant interest savings and increase the marketability of the bonds.  Staff stated that any decrease in debt costs as a result of this transaction would be reflected in AmerenUE’s next rate case and would benefit ratepayers when new rates go into effect. 

Staff recommended that certain routine conditions be placed on the Commission’s approval of AmerenUE’s financing application.  In addition, Staff requested that the Commission impose two non-routine conditions to ensure that in the future Staff has enough time to review AmerenUE’s financing applications.  Those additional conditions would require AmerenUE to file future finance cases 120 days before its desired order date and would require AmerenUE to notify Staff of transactions in which it will seek Commission approval at the time the company begins to seriously consider such transactions.

Specifically, Staff recommended that the Commission impose the following conditions:

1) That the Company shall file with the Commission any information concerning communication with credit rating agencies concerning credit rating changes as a result of this transaction. 

2) That nothing in this order shall be considered a finding by the Commission of the value of these transactions for ratemaking purposes and that the Commission reserves the right to consider the ratemaking treatment to be afforded these financing transactions, and their results in cost of capital, in any later proceeding. 

3) That the Company shall file annually with the Commission a report of the net interest cost savings achieved as a result of this transaction, with each report being filed by March 30 beginning with the year 2005.  The net interest cost savings shall include the expenses associated with securing the EIERA debt and the insurance purchased to insure such debt.

4) That the Company shall file future finance applications at least 120 days prior to its desired order date from the Commission.

5) That the Company shall notify Staff as soon as the Company begins serious consideration of a transaction that would require Commission approval.

On January 26, the Commission issued an order directing that, if AmerenUE wished to respond to Staff’s proposed conditions, it do so not later than 1:00 p.m. on January 28.  AmerenUE filed its reply on January 28.  AmerenUE vigorously objected to the imposition of conditions four and five proposed by Staff.  AmerenUE argued that there is no basis for imposing such conditions only on AmerenUE and that if the Commission wished to consider such a filing requirement it should do so through the rulemaking process.  AmerenUE also contended that even if those conditions were included in a rule, they would prove unworkable and costly to AmerenUE’s ratepayers.    

Though the Office of the Public Counsel is a party to this case, it did not file a recommendation, or a response to Staff’s recommendation.  


The Commission has reviewed and considered AmerenUE’s application and the Recommendation and Memorandum of Staff and concludes that the application should be granted.  The Commission will require AmerenUE to comply with what Staff describes as routine conditions.  The Commission will clarify that the reports AmerenUE will be required to produce shall be submitted to Staff and the Office of the Public Counsel, but need not be filed in this case.  

The Commission finds that the two non-routine conditions proposed by Staff would unfairly impose time constraints on AmerenUE that are not imposed on any other company seeking action from the Commission.  The Commission certainly encourages AmerenUE, and all other regulated companies, to consider Staff’s need for sufficient time to review any application filed before the Commission.  However, AmerenUE did nothing wrong in this case.  It acted within the rules by requesting expedited treatment and the Commission granted its request.  There is no reason to discriminate against AmerenUE.  The Commission will not impose the additional conditions on its approval of AmerenUE’s financing application.  

As required by Section 393.200, RSMo 2000, the Commission finds that the money, property or labor to be procured or paid for by the issuance of the bonds proposed in AmerenUE’s application is or will be reasonably required for the purposes specified in the application and that such purposes are not in whole, or in part reasonably chargeable to operating expenses or to income. 

IT IS THEREFORE ORDERED:


1.
That the application filed by Union Electric Company d/b/a AmerenUE for authority to issue up to $436,585,000 aggregate principal amount of first mortgage bonds to secure its obligations relating to certain outstanding revenue bonds issued by the State Environmental Improvement and Energy Resources Authority of the State of Missouri in connection with insuring those revenue bonds and thus enhancing their credit quality is granted.


2.
That Union Electric Company d/b/a AmerenUE is authorized to issue, execute, and deliver an Amendment to Loan Agreement relating to each issue of revenue bonds issued by the State Environmental Improvement and Energy Resources Authority of the State of Missouri and all documents necessary to facilitate the securing of its obligations related to those bonds and credit enhancing those bonds with bond insurance. 


3.
That Union Electric Company d/b/a AmerenUE is authorized to issue, execute, and deliver eight separate issues of its First Mortgage Bonds and the Supplemental Indentures relating thereto, and all other necessary agreements and instruments (including such that constitute evidence of Union Electric Company d/b/a AmerenUE’s indebtedness) necessary to secure its obligations related to the revenue bonds issued by the State Environmental Improvement and Energy Resources Authority of the State of Missouri with its First Mortgage Bonds.


4.
That Union Electric Company d/b/a AmerenUE is authorized to do any and all other things incidental, necessary, or appropriate to the performance of any and all acts specifically authorized in this order.

5.
That Union Electric Company d/b/a AmerenUE shall submit to the Commission’s Staff and the Office of the Public Counsel any information concerning communication with credit rating agencies concerning credit rating changes as a result of the transaction approved in this order. 

6.
That nothing in this order shall be considered a finding by the Commission of the value of these transactions for ratemaking purposes and that the Commission reserves the right to consider the ratemaking treatment to be afforded these financing transactions, and their results in cost of capital, in any later proceeding. 

7.
That Union Electric Company d/b/a AmerenUE shall submit an annual report to the Commission’s Staff and to the Office of the Public Counsel regarding the net interest cost savings achieved as a result of this transaction, with each report being submitted by March 30, beginning with the year 2005.  The net interest cost savings shall include the expenses associated with securing the Environmental Improvement and Energy Resources Authority debt and the insurance purchased to insure such debt.  The annual reports do not need to be filed in this case.


8.
That this order shall become effective on February 8, 2004. 

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

(S E A L)

Gaw, Ch., Murray and Clayton, CC., concur

Woodruff, Senior Regulatory Law Judge

6
6

