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SUPPLEMENTAL AND CORRECTION ORDER

On July 2, 1982, the Missouri Public Service Commission issued its Report
and Order in this matfter. During pest-hearing proceedings, including a rehearing on
October 22, 1982, and in the briefs filed on rehearing, the Office of Public Counsel
(PC) contends that the Commission’s Report and Order inadequately addressed one of
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allocation, to the respective customer classes, of the percentage of the rate
increase resulting from fixed costs. PC contends, however, that the Commission has
failed to determine the proper amount of fixed costs to be allocated.

The Commission, in its Report and Order After Rehearing being issued
concurrently, has determined that the issue of the amount of fixed costs, not being
the subject of a motion or petition for rehearing, is not properly before the
Commission in that regard. The Commission is of the opinion, however, that its
Report and Order of July 2, 1982, is deficient in that regard and should be
supplemented. Moreover, its July 13, 1982, order approving the Company’s compliance -

fariffs should be corrected.

Findings of Fact,

Variable costs are generally described as those costs that inecrease or
decrease with kﬁh production. Variable costs are contrasted with fixed costs which
do not vary significantly with production.

The Commission Staff’s position throughout this case was that the only
variable expenses are fuel costs, ﬁurchaséd power and interchange sales. The Company
originally classified several other items as variable, but during the proceedings, it
abandoned its position in favor of fhat of the Staff’s. As a result, the Company and
Staff ultimately agreed that, for the purpose of this case, variable costs should be
limited to fuel cost, purchased power and interchange sales.

It is the position of the Company, and certain industrial intervenors,
that, while the final rate order did not specifically address that issue, the

Company ‘s compliance tariffs applied the same fixed/variable split agreed to by the




Company and Staff.

During the original hearing, two Company witnesses stated that they
believed the variable cost components should be comprised of fuel costs, purchased
power expense, fuel handling expense, and other variable production expengses such as
water purification materials, lubricants, pumping supplies and maintenance expenses
which vary with energy output. PC supported that method of calculating variable
costs in its original brief and in its briefs after rehearing.

One Company witness stated in the original hearing that maintenance
expenses'which he proposed to include in the variable cost component depended
primarily on the hours of generation and the use of power plant equipment so that the
maintenance expenses included were directly related to the output of the plants.
Another of the Company witnesses testified in the original hearing that fuel handling
expense should be included in the varilable component since it takes labor and
equipment to move fuel into the bulkers of the Company’s production plants to
generate kilowatt hours, and the amount of fuel handling increase as the amount of
kilowatt hours generated increases. The Staff witness on this issue did not review
the accounts concerning those variable production expenses and did not know how the
Company allocated expenses between fixed and variable. The Staff witness based_his
Judgment not to include additional variable production expenses on statements frqm
members of the Accounting Staff of the Commission and those variable production _
expenses have not historically varied significantly by kilowatt hour usage.

In the Commission’s opinion there is no competent and substantial ev;qénée
to support the Staff’s determination of variable costs and that position cannot
be maintained. The only competent and substantial evidence on this issue has pgen
presented by Company witnesses Wucher and Kovach. The variable expenses described by
Wucher and Kovach, enumerated above, should be included in the variable costs to be
allocated. That result is consistent with the Commission’s Report and Order_;n_tbe
Missouri Public Service Company case, ER-82-39, in which the Commission founq_th#§ _

all increases in production operation and mailntenance expense should be spread on a .
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kwh basis since those costs increase as production increases.

It is recognized that the Company, in filing its tariffs in compliance with
the Commission’s Report and Order, designed the tariffs incorporating as variable
costs only the cost of fuel, purchased power and interchange sales. Since the
Commission’s Report and Order did not resolve the issue of the composition of
variable costs, it is deficient in that matter and the Company’s tariff filing was
based on a material factual omission in the Report and Order.

In the Commission’s opihion, the tariffs to be filed as a result of this
Supplemental and Correction Order and the concurrent Report and Order After Rehearing
shall be based on an inclusion in variable costs of the total production operation
and maintenance expenses as well as increases in fuel and purchased power expenses
and the net of interchange sales. Those increases shall be spread on a per kilowatt
hour basis.

Conclusiocns

The Missouri Public Service Commission has arrived at the following
conclusions:

Orders of the Commission must be based on competent and substantial
evidence and must address all disputed factual issues.

When the Commission’s Order appears to be deficient in any respect, the
Commission has an obligation to respond to request to correct that deficiency. The
additional findings of fact confained herein are necessary to supplement the
Commission’s Report and Order of July 2, 1982, and to correct the Order Approving
Rate Sheets issued on July 13, 1982,

It is, therefore,

ORDERED: 1. That Union Electric Company of St. Louis, Missouri, be, and
is, hereby directed to file, for Commission approval, revised tariffs consistent with
the findings and conclusions in the Commission’s Report and Order effective dJuly 14,
1982, its orders herein and orders in the concurrently issued Report and Order After

Rehearing.
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ORDERED: 2. That this Order shall become effective on the 21st day of

December, 1982.
BY THE COMMISSION

ooy A Mot

Harvey G. Hubbs
Secretary

(SEAL)

Fraas, Chm., Dority, Shapleigh
and Musgrave, CC., Concur. and
certlify compliance with the
provisions of Section 536.080
RSMo, 1978.

MeCartney, C., Not Participating

Dated at Jefferson City, Mo.
this 10th day of December, 1982.






