             






  STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a Session of the Public Service Commission held at its office in Jefferson City on the 16th day of July, 2002.

In the Matter of the Application of Citizens

)

Electric Corporation for Authority to 


)

Borrow $11,200,200 from the Federal 


)
Case No. EF-2002-1123
Financing Bank, to be Guaranteed by the

)

Rural Utilities Service




)

ORDER APPROVING FINANCING



This Order grants applicant’s request for approval to borrow approximately $11,200,000 from the Federal Financing Bank to be guaranteed by the Rural Utilities Service.


On June 10, 2002, Citizens Electric Corporation filed an Application for Financing and Motion for Expedited Treatment, requesting that the Missouri Public Service Commission approve its application by July 15, 2002.  The Commission’s jurisdiction is pursuant to Section 393.180, RSMo 2000.  Citizens Electric averred that an approval date of July 15, 2002, would allow it to draw down a portion of the loan funds on August 15, 2002, allowing it to reimburse its general funds for capital expenditures on a timely basis.


On June 12, 2002, the Commission issued an Order Directing Filing, ordering Staff of the Commission to submit a recommendation by July 1, 2002.  On June 17, 2002, Staff filed a Motion for Reconsideration of Order Directing Filing, requesting additional time within which to submit a recommendation.  Citizens Electric did not respond to Staff’s motion.  Staff then, on July 1, 2002, filed a recommendation and attached memorandum, suggesting that the Commission approve Citizens Electric’s application. 


Citizens Electric asserts in its application that the funds borrowed will be used to reimburse general funds.  In its recommendation, Staff asserts that Citizens Electric’s request to borrow funds, pursuant to Section 393.200.1, RSMo 2000, is reasonably required for the purposes stated in the company’s application.  Staff points out that Citizen’s Electric has shown what effect the loan will have on its capital structure and that, according to Standard and Poor’s rating system, Citizens Electric will be considered to have adequate capacity to meet its financial obligations.  Staff recommends that the application be approved, with the following conditions:

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

That the Company file with the Commission the final terms and conditions, including the aggregate principle amount borrowed, expenses, actual interest rate paid and portion of debt subject to the fee schedule.


In its application, Citizens Electric avers that the borrowed funds are to be used to “reimburse general funds as described on the Cost Estimates and Loan Budget,” attached as Exhibit 1.  However, it appears from Exhibit 1 that the borrowed funds would be used to subsidize costs.  This concern was addressed through an Order Directing Filing, dated July 3, 2002.  Citizens Electric was directed to file an explanation as to the use of the borrowed funds.


On July 9, 2002, Citizens Electric filed a Response to the Order Directing Filing.  Citizens Electric explains that it will receive financing from the Federal Financing Bank.  The Federal Financing Bank will not provide any of the borrowed funds to Citizens Electric until the costs have been incurred.  Citizens Electric will therefore use its general funds to subsidize its costs, then, reimburse its general funds with borrowed funds.

After reviewing Citizen Electric’s application, Staff’s recommendation and memorandum, and Citizens Electric’s explanation of the use of the borrowed funds, the Commission finds that the proposed transaction is reasonably required for the purposes set out in Citizens Electric’s application. 

IT IS THEREFORE ORDERED:

1.
That Citizens Electric Corporation is authorized to borrow $11,200,000 from the Federal Financing Bank.

2.
That nothing in this order will be considered a finding by the Commission of the value, for ratemaking purposes, of the transactions involved herein.

3.
That the Commission reserves the right to consider any ratemaking treatment to be afforded the transactions herein involved in a later proceeding.

4.
That Citizens Electric Corporation Shall file with the Commission the final terms and conditions, including the aggregate principal amount borrowed, expenses, actual interest rate paid, and portion of debt subject to the fee schedule within 120 days of the effective date of this order.

5. 
That this order will become effective July 26, 2002.

BY THE COMMISSION
Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge
( S E A L )

Simmons, Ch., Murray, Lumpe, Gaw and Forbis, CC., concur

Jones, Regulatory Law Judge
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