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i ,
What is your name and position within Aquila, Inc. (“Aquila” or “Company”)?

Jon R. Empson, Senior Vice President of Regulated Operations.

What is your educational background?

I have a B.A. in economics from Carleton College and an MBA from the University of
Nebraska at Omabha.

What are your responsibilities within Aquila?

I have overall responsibility for the state utility operatidns in Aquila’s seven state
service territory as well as the regulatory, legislative and cen&al services functions.
When did you assume this position? |

I- assumed thesé responsibilities in January 2004.

What was your prior work experience?

Since 1986, I have held several officer positions in Aquila, regponsible for many
different functions including regulatory, legislative, legal, engineering, gas supply,
human resources, accqunting, measurement, and data processing. Ialso had a seven-
year career at Northern Natural Gas/Enron in three different subsidiaries and an eight-
year career at the Omaha Chamber of Commerce primarily dealing with economic
development.

What is the purpose of your rebuttal testimony?

I will be specifically responding to direct testimony filed by various witnesses that
discussed Missouri Public Service’s (“MPS’s”) affiliation with the Aries plant; the

overall volatility in the natural gas market and the appropriateness of a fuel cost true-up
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mechanism; the vacant office space at Aquila’s headquarters; and the allocation of
corporate costs to Aquila’s Missouri electric and steam operations.

Aries Combined Cycle Plant

What will your testimony concerning the Aries Plant address? |

Missouri Public Service Commission Staff (“Staff”) Witnesses Featherstone and
Oligschlaegér have both expressed the opinion that MPS, one of Aquila’s Missouri
utility operating divisions, should have built the Aries Plant rather than entering into the
competitively bid, low cost Purchased Power Agreement (“PPA”) with Aquila’s
affiliate. Aquila witnesses DeBacker aﬁd Sherman will be providing the detailed
economics of the benefits of the PPA. I want to discuss the decision making
environment that MPS, the utility, was facing at the time the decision was made to enter
into the short-term PPA rather than build a new electric generation facility.

Do you agree with Mr. Oligschlaeger that Aquila/UtiliCorp did not “consider the option
of allowing its MPS division to construct and operate a regulated generating unit to
meet the MPS division power needs in the 2001 — 2005 period” (;5. 10, lines 3 — 12)?

I do not. It is my understanding that the Company considered building a regulated
generating unit but within the context of the economic alternatives and current
regulatory environment.  Mr. Oligschlaeger has not explained why building a
regulated generating unit at that specific point in time should have been considered a
viable option. Mr. Oligschlaeger has not discussed the regulatory conditions that |
existed at the time the decision was made. Given the economics discussed by other
Aquila witnesses and both the national regulatory trends and the policy guidance being
received from the Missouri Commission Staff concerning the potential for creating
future stranded costs that would be borne by our Missouri customers and/or the

Company’s shareholders, any decision to build a new generating unit would not have
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been a good business decision. It is important that the decision be reviewed within the
context of the economic and regulatory environment known at that time and not within
the context of what is known today.

Please explain.

On May 1, 1998, Dana K. Joyce, General Counsel for the Missquri Public Service
Commission (“Commission”) submitted on behalf of the Retail Electric Competition
Task Force, ité. final report. Through a series of orders, the Commission had created a
broad-based Task Force “to create a public record that will enable all members of the
public, including their elected representatives in the General Assembly as well as the
office of the Governor, to become knowledgeable on the issues involved in the electric
restructuring debate.” (page; 3)

What “issue” addressed in this report created concerns for Aquila/UtiliCorp?

One of the major issues in electric restructuring is the potential creation and subsequent
recovery of strgnded COSts.

What is stranded cost?

Stranded cost, as defined in this report, is the difference between the value of a utility’s
assets in a competitive marketplace and their value as determined under existing
regulatory procedures.

What position did the Task Force take on the issue of overall recoverability of stranded
costs associated with implementation of competition?

Given the diversity of Task Force members, the Task Force could not reach a consensus
and therefore took no position on overall recoverability of stranded costs. However, a
very strong theme within the report itself and the subcommittee report on stranded costs
was that Missouri utilities should be held accountable for aggressively mitigating any

stranded costs before the Commisssion should even consider having the customers bear
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any of the cost.
How did the Staff respond to the Task Force Report?
On June 12,_ 1998, the Staff filed an “Electric Restructuring Plan for the Compeﬁtive
Supply of Generation in Missouri.” I have attached this report as Schedule JRE - 1. -

} R
Since the Task Force could not reach a consensus on an overall plan, the Staff made the

following statement on page 1:

“The Staff of the Commission (Staff) having participated fully in the Working
Groups and the Task Force will take this opportunity to present a comprehensive plan
for restructuring in Missouri based upon the information currently available. This plan
adopts the same assumption of the Task Force that electric restructuring will be

mandated. This plan will provide some general policy direction and will make

proposals for implementation of retail competition.”

What specific guidance was Staff providing that you found relevant to the decision on
whether MPS, the utility, should consider building a new regulated generation plant
during the late 1990’s? |

There are four quotes form this report that helped frame the regulatory environment for
building a new generation facility: |

“Only in the case where the utility has made significant divestiture of its generation
assets should tflese subsequent charges be set at levels necessary to allow 100% of the
remainin g utility stranded costs to be recovered.” (page 11)

“The Staff believes that divestiture of generation by utilities will more quickly promote
vigorous competition in the generation markets and raise fewer questions and concerns
regarding independence of operation of the generation assets.” {page 12)

“The utility will not want to commit to new contracts over long time periods when such

a contract term might result in stranded costs at the time that direct access is
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implemented.” (page 28)
“In addition to replacing existing generation capacity, all of the investor-owned utilities

will need to add additional capacity to meet their growth in native load (wholesale under

contract and retail). It is anticipated that much of this new generation capacity will be
acquired through short-term purchased power contracts rather than from the addition of

new generation capacity.” (emphasis added) (page 29)

Are the Staff’s positions as described above consistent with the advice you were
providing Aquila’s management during the mid-to-late 1990’s?

Yes, they are.  For both the gas and electric utilities, my regulatory staff and I were
advising manégement to be concerned about creating any potential future stranded costs
by entering into long term contracts or investing in physical assets that could be
impacted by any decision to restructure the utility industry. For example, we were
trying to negotiate shorterl—term interstate natural gas pipeline coritracts or include
“market out” ;;rovisions, and we were insisting on contract assignment provisions in
retail choice programs. We were essentially advising the Company to be very cautious
about creating any significant long positions in the commodity portion of the business
because any such decision could be potentially viewed by a Commission as being
imprudent given the concern about stranded costs. Any commitment to build new
generation by a Missouri utility given the policy positions stated by the Staff and the
uncertainties that existed on electric restructuring had to be considered within that
context. The Staff was emphasizing the importance of mitigating stranded costs and
was not supporting 100% recovery of stranded costs, was proposing that utilities be
forced to sell their generating assets, and was essentially acknowledging that utilities
would be maintaining a short position in electric supply in order to mitigate future

stranded costs.
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20 West 9"
Do you agree with Office of Public Counsel (“OPC”) Witness, Mr. Dittmer that
“significant areas of space™ are not being utilized in Aquila’s hq_adquarte_rs facilities at
20 West 9™
Yes, I do agree that at the time Mr. Dittmer toured our facility, we had space that was
underutilize-d.‘
Is his disallowance of related costs appropriate?
No, it is not. Mr. Dittmer has calculated that 544 of the 847 workstations in the facility
are currently being occupied. Therefore, he has recommended that 303/847 or 35% of
the related space costs be disallowed to reflect the current vacancy rate. However, Mr.
Dittmer is ignoring two important considerations. First, he did not allow any vacancy
cushion to accommodate growth or redistribution of employees within the building or
redesigd of space utilization to iﬁprove the work environment or to accommodate the
potential relocation of Aquila personnel from other Kansas City area facilitiés. And
second, Aquila had adopted a very aggressive office space-planning program to |
maximize the use of the building when it was initially occupied.
What assumption did Mr. Dittmer make about vacant space in an office building?
Mr. Dittmer ignores the need to maintain some level of vacant space to accommodate
growth in employment, redesign of u;?.age, or special projects. It wouldn’t be
appropriate to assume that 100% of the space in any company’s office is being occupied
100% of the time. According to an International Facility Management Association
(“IFMA™) Stl;dy, energy utilities average 13% vacancy cushion. This means that the
847 workstations at 100% capacity should first be reduced to 737 workstations for
maximum reasonable utilization. Mr., Dittmer’s calculation should first be changed to

(737-544)/737 or 26% vacancy. The 26% vacancy of workstations is easily absorbed by
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a more reasonable assumption on space usage per employee. In fact, as the Company
completes its restructuring the past density practices are being re-examined since
experience has shown that it was not the most productive due to noise levels and |
privacy issues. _' ! |

What do you mean that Aquila had an aggressive office space-planning program?

The IFMA study also indicates that the average office area per worker is 284 square
feet. Aquila’s average in the 20 West 9™ facilities is 152 square feet per persbn or
53.5% of the average. A copy of a typical floor plan is attached as Schedule JRE - 2 to
show the density of usage. All employees, including the officers, were placed in a
cubicle setting.

What do you conclude from these studies?

If Aquila had follqwed the industry standard, rather than its aggressive space utilization
plan, the entire space designed for potentially 847 cubicles would now be occupied.
How did you reach that conclusion?

Using the IFMA average, the 544 employee workstations would equate to 835
workstations (544.* 1.535). It doesn’t seem appropriate for Aquila to be penalized for
being very aggressive in space utilitization especially as the building is being re-utilized
to serve the needs of the utility. For example, the office space at Raytown has become
too crowded and rclécation to the 20 West 9™ Complex is being considered to relieve
the pressure.

Gas Supply Market

How do you react to the testimony of Mr. Brubaker, Mr. Stephens, Mr. Busch, and Mr.
Vesely concerning the current natural gas markets facing utilities?
There was a general appreciation for the unique and volatile market environment that

currently exists for natural gas and, based upon the differences in setting a reasonable
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cost for natural gas, a general understanding of how difficult it is to set a cost that will
provide Aquila with a reasonable opportunity to recover its costs. Aquila Witnesses
Browning and O’Donnel} address this issue in detail.

Given that unpredictability in gas prices, what is the reasonable solution?

It appears that Aquila, the Staff, the Federal Executive Agencies, SIEVA, and St.
Joseph Missouri Industrial Users agree that some form of fuel cost true-up mechanism
wouid be appropriate. However, the actual mechanism and the actual base-cost of
natural gas vary in each set of testimony.

Several of the witnesses refer to the Energy Information Administration (“EIA”) as a
reliable source for forecasting future prices for natural gas. What is your reaction?
Given the current market environment for natural gas, I do not think that EIA has a
forecasting cz¥pability that is any more reliable than other sources.

On what do you base your conclusion?

I have been tracking the EIA monthly reports on natural gas markets for the past few
years and providing summaries to internal personnel. As part of the sumnary, we have
maintained a history of EIA’s price forecasts, which are attached as Schedule JRE - 3.
Each graph shows how EIA’s price forecasts each month for a specific future quarter
varied over time. For example, the Price Forecasts 3™ Quarter 2002 graph shows that
EJA’s January 2001 forecast for the 3" Quarter 2002 was about $4.10. EIA increased
that forecast to about $4.40 in May 2001; decreased it to about $1.85 in December 2001
and the actual price averaged $2.88 for the quarter. The Price Forecasts for 4™ Quarter
2002 fluctuated from over $5.10 in May 2001 to $1.90 in February 2002 with an actual
4" Quarter a\}erage price of $3.60. This testimony is not meant to be critical of EIA but
rather to demonstrate that even the most sophisticated econometric models cannot

accurately forecast natural gas prices. By approving an energy true-up mechanism for
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Aquila, the Commission can avoid speculaﬁon on setting a firm gas price recovery level
and match the cost recovered in rates with the actual costs incurred. 1 agree with Mr.
Brubaker that “when the Commission makes its final decision, it should decide what is
the most realistic outlook for‘ natural gas prices at that time,...” (fage 4, lines 18 — 19).
Once that “most realistic price” is set, an adjustment mechanism should be
implemented so that the price recovered in rates reflects the prices being incurred.

Corporate Cost AHocations

Please explain the adjustment to corporate allocated costs proposed by Staff witness
Charles Hyneman and OPC witness James Dittmer.

Both witnesses have subjectively chosen to eliminate a portion of selected corporate
department costs on the basis that these selected departments are significantly
participating in Aquila’s restructuring/divestiture activities and that these activities for
these departments are expected to continue into the future.

What is meant by “Aquila’s restructuring/divestiture activities?”

Aquila initiated a process in mid-2002 to effectively transition the Company back to a
seven-state domestic utility. The reasons for that decision are discussed in great detail
in Case No. EF-2003-0465 which is pending before this Commission. In order to
achieve the trahsition, Aquila is essentially selling all of its international utility
operations and exiting the merchant business.

What is the status of this process?

Aquila has been very successful in executing this transition. The New Zealand,
Australian, and United Kingdom utility properties have been sold. The sale of the
Canadian utility properties is pending and should close later this spring. Aquila will
have then effectively sold all of its international utility properties. The merchant

business has also been substantially reduced. In December 2001, Aquila had 1,248
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employees supporting its merchant business activities. By December 2003, the
employment base had been reduced to 71 people and many of the assets had been sold.
Do you consider the transition essentially complete?
The asset sales and business restructuring activities have been substantially completed

i
but there is still more work to be done. However, senior management’s time has been
and continues to be focused on the day-to-day operations of the utility business.
When Aquila prepared the rate cases that were filed with the Commission, what
guidance did :you give the regulatory team?
There were two basic principles that we made a concerted effort to apply to a review of
our rate case filing.
First, our utility customers should not bear any of the costs associated with Aquila’s
exiting or winding down our non-regulated and international businesses. In other
words, as stated by Aquila witness Beverlee Agut in her direct testimony, our intention
and desire was to insulate the customer from these activities and not include these costs
in the cost of service in this case.
Second, we should make an initial attempt to adjust any department’s cost that would
not be reflective of an ongoing seven-state utility operation. It was not expected that
this second principle, given the cost allocation process used by Aquila, would result in
any significant adjustments but we wanted to at least use our professional judgment in
making furthér adjustments.
What was the result of this review process?
Aquila witness Agut provides details in her direct testimony, but the end result was that
approximately $17.4 million was removed from the allocation pool. In total, six
departments were removed from the allocation pool and many miscellaneous

adjustments made to other allocated departments.

10
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How did OPC witness Mr. Dittmer react to the Company initiated effort?

He stated that “while the Company may be commended for voluntarily removing the
cost of certain ESFs deemed to be exclusively or most significantly involved in the
divestiture process, I simﬁnly do not believe it has captured the time and expense of other
senior management that must necessarily be devoting great resources to further
divestiture and/or attcmptiné to maintain the solvency of the Company.” Mr. Hyneman
for the Staff essentially reached the same conclusion. Both witnesses, without any
factual basis, arbitrarily disallowed significant costs from several corporate
departments.

Do you agree that further adjustments, as recommended by witnesses Dittmer and

. Hyneman, are needed to meet the objective of insulating the customers from the costs

of restructuring Aquila?

No, I d6 not. |

How did Aquila account for its divestiture/restructuring activities?

Aquila set up numerous activity codes to capture costs related to its divestiture
activities. - These activities rwere either direct charged to the Merchant business or
retained at a corporate level and not allocated to any of Aquila’s domestic networks
divisions. Aquila Witness Agut addresses this process in more detail in her testimony.
For the period ended November 30, 2003, approximately $33 million ($8 million for
2002 and $25 million through November 2003} was spent on divestiture and
restructuring activities and retained at the corporate level.

On page 28 of the direct testimony of Mr. Charles Hyneman, he stated that “If Aquila
was serious about capturing costs related to its restructuring operations it should have
set up a restructuring account to capture these costs....” Did Aquila capture both payroil

and non-payroll related restructuring costs in the activities you mentioned above?

11
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Aquila captured all non-payroll related incremental costs in the afore-mentioned
restructuring éctivities. During 2002, most direct payroll related costs were incurred
either within the Merchant business or within departments whose allocated costs were
eliminated by Aquila before it filed its rate increase application.. The charges for
departments responsible for day-to-day restructuring/divestiture activities were
eliminated in Aquila’s application. These departments were as follows: .

4032 Strategic Initiatives |

4100 Capital Structure and Analysis (previously Corporate Development)

In 2003, payroll for other employees paﬁicipating in these projects on an incidental
basis- was not-captured in these activities'because these were deemed one-time, non-
recurring events.

Mr. Hyneman has stated that Aquila will continue to devote time and resources to
restructuring operations into the foreéeeable future. Why are these activities seen as
non-recurring in the future by Aquila? |

On December 15, 2003, Mr. Richard C. Green, Chairman and Chief Executive Officer,
issued a “Shareholder Update” which outlined our focus in the coming months, to
“remain on completing pending asset sales; pursuing_ regulatory approval to pledge
Aquila’s utility assets as collateral for working capital requirements of our utility
operations; and obtaining rate relief to reflect our actual costs of providing safe, reliable
service to customers.” He also stated our strategy for the coming months as two-fold.
“We are restructuring the company by exiting the wholesale energy business and selling
foreign and non-core assets, and we are strengthening the ongoing regulated utility
business and working to improve processes to service these critical customers better.”
The final pending asset sales are anticipated to be completed in the 2™ quarter of 2004.

Therefore, by the time rates go into effect in this case, almost our entire focus will be on

12
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the regulated utility business.

If there is still a focus, albeit a much smaller focus, on the non-regulated services
business, wouldn’t it still be appropriate to eliminate a portion of the corporate costs?
An elimination of corporate costs pertaining to the non-regulated business occurred
during the test year and will coﬁtinue to occur through Aquila’s normal corporate cost
allocation methodology. Of the 54 remaining “ESF” departments, 42 continue to be
allocated to thé non-regulated Merchant/Capacity services business. Contained wit.hin‘
the 42 departments allocation to the non-regulated business are all of the departments
listed by the Staff and OPC as departments deserving of additional cost eliminations.
Specifically, piease outline the departments where adjustments are proposed.

Below is a table containing a listing of departments whereby an additional adjustment
for restructuring/divestiture activities is proposed by either the Staff or OPC with a

comparison to the adjustment included in Aquila’s filing.

13
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Elimination % Payroll & Non-Payroll

Dept ID | Description Hyneman Dittmer Agquila
4040 Chairman & Chief Exec Officer 75% 50%

4030 Chief Operating Officer 50% 100% non-payroll Only
4031 General Counsel 50% 50%

4035 Chief Financial Officer 75% 100%
4043 Board of Directors- Mgmt 50% 50%

4183 Corporate Financial Hep;orting 25% 50%

4194 Tax Income Team 25%

6131 Global Networks Group Financial Mgmt 25%

4120 External Communications i 50%

4130 Treasury 50%

4131 Corp Secretary & Records Mgmt 50%

4132 Shareholder Relations 50%

Prior to filing its rate increase applications, Aquila performed a detailed analysis of

costs and activities allocated to the regulated utility business and made adjustments to

these allocated costs. For example, 100% of ail costs in the Chief Financial Officer and

100% of non-payroll costs in the Chief Operating Officer departments were eliminated

in Aquila’s initial application. The Staff and OPC percentage disallowances are

subjective in nature, lacking no hard concrete support.

Please discuss why you consider the Staff and OPC disallowances subjective in nature.

Both witnesses, Messrs. Hyneman and Dittmer provided excerpts from Aquila’s Cost

Allocation Manual (“CAM?”) as basis for their subjective disallowance percentages.

The CAM is intended to describe the general functions of departments over time and

does not necessarily constitute the specific activities performed by each department.

14
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Mr. Dittmer regularly and arbitrarily uses 50% as a subjective basis whenever he feels
an adjustment is warranted for various issues. For example, in Aquila’s Iowa rate case,
Mr. Dittmer “proposed to assign 50 percent of the “allocable” portion of certain “high
level” Enterprise Support Function (“ESF”) departments’ test year costs to international
properties and to Aquila’s significant mergers and acquisition activities — or more
recently — sell and liquidate activities.” Mr. Dittmer acknowledged that his adjustment
was “judgmental.” Even though Aquila has essentially sold all of its international
properties and has sold the majority of its merchant assets, Mr., Dittmer has still applied
his arbitrary “50%”. disallowance in the Missouri case. I question how an arbitrary
recommended 50% disallowance, which Mr. Dittmer deemed reasonable in September
2002 in Iowa can still be considered reasonable in January 2004, when the composition
of Aquila’s business has changed so dramatically and is now éssentia_lly a seven-state
domestic utility.

Is there another reasonableness test you have applied to both Mr. Hyneman’s and Mr.
Dittmer’s disallowances?

Yes. As several of the intervenor witnesses have testified, Aquila’s rates should be set
on costs required on an on-going basis to operate the business. This same principle has
not been used in setting a reasonable level of cost to operate a seven-state domestic
utility with signiﬁcant operations in Missouri.

Please explain.

Mr. Hyneman has eliminated 75% of the Chairman and CEO’s expenses on the faulty

premise that the primary focus of this office going forward will be the financial

~ restructuring of Aquila. As explained earlier, the vast majority of the asset sales and

business restructuring activities have been completed. In addition, Aquila has already

eliminated the department that is managing this divestiture process, the “Strategic

15
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Initiatives” Dlépanment and several supporting functions. Also, Aquila did not ever
allocate any of the specific incremental costs associated with the divestiture activities.
The Chairman and CEO Department consists of four individuals: Mr. Richard Green,
Chairmaﬁ and CEO; Ms. Nancy Manion, Senior Executive Administrative Assistant;
Ms. Lynn Wilson; Issues énategist; and Ms. Lisa Heuser, Issues Coordinator. Mr
Hyneman is essentially stating that a Missouri electric utility with $500 MM in revenue
would have a‘total payroll for a four-person staff of less than $107,000 per yéar. '
Obviously, that is unreasonable and reflects the arbitrary nature of his adjustmen.

How did Mr. Dittmer treat the Chairman and CEO Department?

Mr. Dittmer has concluded that the Chairman and CEO’s Department should only
require $152,643 in payroll to support the four-person department. Again this is a very
unreasonable position.

Are there other examples that further demonstrate the unreasonableness of these
adjustments?

Yes. Virtually every adjustment recormhendcd by Mr. Dittmer is totally unreasonable.
Mr. Dittmer is reéommending that for the Missouri electric operations only $42,907 in
payroll expense be recovered in rates for Shareholder Relations; $11,663 for the
Corporate Secretary and Records Management Activities; $77,140 for the Finance
Departfnent Activities; $31,742 for the General Counsel; and $73,345 in Corporate
Financial Reporting. Mr. Hyneman’s recommendation suffers from the same simple
unreasonableness test. For the Missouri electric and industrial steam operations, he has
recommended about $90,000 for Chief Operating Officer payroil, $118,000 for
Corporate Financial Reporting, $102,000 for the Networks Income Tax Team, and
$48,000 for Chief Financial Officer.

What 1s your conclusion about the arbitrary corporate allocation adjustments being

16
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proposed?

There is no basis for these arbitrary adjustments. The vast majority of the international
and merchant assets have been sold and the merchant business has been.reduced toa
minimum. The c;ﬁsts for the team of fneople continuing to work on the final transitions
have already been removed from the original rate case. Since the new rates from this
case will not go into effect until June 2004, it is unreasonable to make these significant

adjustments when the allocated costs are reasonable and needed to maintain operations

of a seven-state domestic utility.

Does this conclude your rebuttal testimony?

Yes it does.

17
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ELECTRIC RESTRUCTURING PLAN

!
I

INTRODUCTION

One of the primary rexsons for 1 cremtion of Missorri Public Service Commission’s
{Comnissicn's) Task Forpe on Retall Rleciric Competition was to cozpile 2 wm;mbm plén for
implementasion of retai electric competiion in the State of Missoutiin the event legielation is enacted
which zthocizes of mandates the conpetitive supply of geceration ta retail dectric consumers. The
Task Forcé Repost syovides the infxtmtion necessacy for developing stich & comprehensive plan bt
3 comprebensive plan conld not be developed which wauld have ohtzined & comsmsus of the Task
Borce. The Task Forca Repart addrasses many of the salutions and options for resalving issues bug
doe oo provide  specifc sppreach o implerenting estroctring. The Wk Geoups” Beparns
also provide a thorongh Ciscussion of e isses that need o be addmased and contain
mmmwmwkmmhmwvﬂenwwm

The Staff of the Commission (Staff) having participated fislly in the Working Groups and the Task
Fmﬂmﬁk@mmpm‘ammwﬁm&rmmm bated
upon the information cumrently svallshle” This plan adopts the same assumption of the Task Force
thay electric restructuring will he mandated This plan il provide some geneial pobcy direcrion and
will meke proposals for implementation of retail compeition

b8 cipermrstanoey Zuange or icSormation sy sl 1 e S gy, Se S ey e sigie w
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E CH SeTrRING PLAN

Two modds, pas and telecommenications, exist wader comet szte and federal Irw from which
1o dmsmlesm Sammﬂsnhmwmitmdrwmedﬁpgbym

legistation, These states have had to develap solutions for many of the problems identified by the
Task Forea, Staff belicves three major public policy issucs must be addressed by any legislation
sstabiishing revail comperition. Frst she isse of replacing revenues froem taues, Sanchise foes and
ma_md@mmmgummumswmm
In fiae zost resently erncluded legisiztive session, the Missawi Legislamre passed Serate Bl No,
627, which addresses business Hoense taxes, franchize fees and PILOTS, which is lesy than all of the

relevant “taxes” identified by the Tax Subcommitiee of the Logal Committes of the Task Forea,

Senare Bill No. 627 purpans 10

ﬂ)&m;hmﬂmﬂsmm&nnﬂm&ehﬁmbﬁhmﬁ
persons who provide electicity ar gas servics to 2y an equitabls share; |

Qm&mﬁmmmmdmnﬁmdmm
competing sophers of electmicity and gas service;

(3) Restore to political subdivisions revenue sourees that sxdsted priog 10 oy meviously
mplamentedgasmdusﬂymﬁucmmg and

(4) Remove disparities in the Hahility af natural gas suppliers for business 1axes, franchise fees,
and payments in hen of wxes, which disparities bave arisen 25 2 resalt of any previously

mplemented gas industry resmuctuming,
cormmencenen of retl competition oo e estabfdiment of tax ows 30 provide smiler levels of state
a0d local revegues that otherwise would be Jort throngh restructurieg. The Staff agrees with thig

approach.
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Sezond, legislatian should recognize the physicsl constraints that exist in the delivery of elecaricitg
1o consumers. Safs, relishle and adenuate facifities must be available o sarry the power and these
farilities must be malntaimed. Current staturcs and regulatory framework support 2 syster that has
served our state and citizens :m'y well for many years. Any l:gis]aﬁnﬁ apening the rewail electric
miarket to competition should maintain ag musch of this structure as pessible, The Staff recommends
that existing providers maintain the distribution system and that theas providers which are now
regtlated contimue o be mbjest to regulstion by the Missourd Poblic Service Commission.
Conchusions 1, 2 and 5 et out by the Relishility Working Growp establsh the fundamentat palicy that
should guide any legislation. These are;

- Consumers may be allowed to risk price changes or unralishility of o supplier but & comsemer
should not be given the choice to choase service that is less safe or whith conld interfere with

anuﬂlernumersrehabﬁny or safery.

Emergency response, metering, and building of paw distribution faciities abmﬁd remain with
currem providers. Tesitorial ggreement stanntes and “auti flip flop” statutes should be modified
to wllow for different suppliers of the product but only one pravider of the distribution delivery

facility.

Current stahries, although not perfect, are gradua]ly allowinp for the establishment of distinet
seyvice territories for repulated vtiliies, cooperatives and municipalitics. This process should be
allooved to condinue, Current law and regulatory framework were :rr.me:t to provent duplication
of physical facilities and this is still pood public policy.

The third general poliey ronsideration is the need to ensure that competition does not retum
Missonuri Yo the days before rural electrification. High cost customers, remote locations and high risk
cuatomers must be kept on the system where regsunably possible. Wi achieved the Eftstyle and
economic stability we hgve today by ensuring pH! citizens could receive the basic necessities in 2
mpdem sociery. Electricity was s fandamental necessity 10 bring all consumers to a certsin standard

-3
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ELECTRIC RESTRUCTURING PLAN
of life. Any legislation establishing competition for retafl sleciric service shonid maintain this public
policy goal |

To meet this policy poal, the Staff recommands that the cumrent providers of eleciric power be
made providers of last resart for their current customers and that they be required to extend service
to new cnstomers within their current 2nd any firture service territory. Provisions should be made
for the qurrent providers to provide service to those wha do aot wish to choose a competitive
pravider and thase wha have no chaice because of paymeat histary or geographic location.’

With these three public paficy considerations as our guide, the Staff will address other issuxs that
4 detecmines noed a resoltion to sctieve retall competision. The StafPs basls view is that the electio
market should more clogely resemble the current pas market m;‘.h_er than the telecommuaications
marker, End-use electricity customers should be free 1o buy from the supplier of their choice,
Mazrketers, revellers and geperation owness shonld be required ta obtain certificates of service
authority to enter th: competitive market in Missouri, Their cartificates should be granted by the
Commission undr certain minimm cogditions? Currens providers of electricity shouid be required

*n addition i the informetion regsrding Senate Bill No. 627 which was previcusly noted abave, cortrin other
facets of fenste Bill No, 627 are relavant 1o the 8taffs pmpased clecrio maimoturing plan, melnding te Stuff's
perition that marketers, rrsellers and goaeration owners shonild be requieed to obtain eortifiestes of service suthority,
Senate Bill 627 defizes "dsmitaners? and “sefiers® as followe

393.298(3) Distributor”, a0 placrizal or gis cecporation ks defined by secting
386,020, RSMo, which is suthosized by the cammission tmdsr chapter 393, to
provide or distibnte energy services

193.298(10) "Selier®, any pervon wha nses, lepses, or 2oatrels the distihmion
systemm of & distrivTior oo 4 polities! sebdivisicn or any pert hereaf'to scll caerey
acrvices wt retuil tifthin the political subdivision uthar then o digtrisnr oo o
politizal subdivision which nses its owa distitution system
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to functicnally separate their generatian Facifities from their other fulity operatioes or divest these
ey A " el o be ecabiabed thrmgh which e regaleind i
compenies tan olvain power & market-based prices to meet their obligation to serve as providers of

[ast resart,

SUMMARY OF THE RESTRUCTURING PLAN

Yo response to the Tesk Force on Retail Compeiinn, the 1af of the Missouri Public Service
Cornmission is sesting firth s position on a resTncturing plas for the competitive sapply of
geoeration in Missouri. Doe 1o the invester-owped mifsies being regulated by the Commission, this
plan fixuses on these uglities, From the effzctive dae which the State of Missouri or United States
sonsmers, the 52dF's plan has 4 transition period of four (4) yrars. In the St year, niiies may
submyt proposals for redustion of expectid positive levels of stranded costa, ThaCmnissionwill
determioe whether 1o approve each oity’s proposal ar whether to direct changss o these proposals.
Ommemhmqmﬂrum_mﬂmfuaﬂmdmmwmh:Mtamﬁr
mifigation sad partial or total recovery of stranded comts, Only after this initiad transition period of
four years will all retail clectric koad be opened to compettive supply of generation. During this

Under Senmte B Wo. 627, Sectioen 393 255.] ead 353 399.% zomide for e oeriSoation f ' seliars” oy the
Commistian, epd Sectist 397.209 & provides s the Cotptivissm shall establixh procedurey for certifisation ronen s
1o Chapier 336, RSMo, Section 393,299 8 siates that no "ssller' may provide energy srvices unless it does so in
wsocrdanee with all spplicable lzwn znd the applicakls raley of the Comruision. Finally, Section 393.301.2 nrovides
that showid the prrrisians of Sectian 153299 be deslarsd void or fxealid by finel fodmners of a proper e, oo aoergy
srvicas shonld be pergoitted mvoest toon 2 Sading of ubix commmexs ol aeccwry el compice with ]
EOTio et 1o Chepter 393, regmistions edemied yuresint Dok od Cooxpicac Crders.

5
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ELECTRIC RESTRUCTURING PLAN
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transitina period, the inventor-owned utilitizs will make thres filings with the Commission (se¢ the

tiene fine presentad in Figare 1), Each of these ﬁlmgﬁ is deseribed in detall in the next chapter of this

- TEpOrt. .
| FIGURE1 |
STAFF'S IMPLEMENTATION FILINGS AND TIME LINE POR THE |
COMPETTITVE SUFPLY OF GENERATION FOR RETAIL CONSTMERS '
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The first fikng is on stranded cost recovery and will occar thres mocths after legiiation on the
compesitive supply of generation is passed and becomes Iaw, Tho Commission will have tine meths
fox bearings and 1o Wwrite onders for eack utifty. Thims, ot yeer afier egisation is enacsed imio Taw,
companies Wil begin recovering stranded costs through Sxed tates over ibe nest three years, Ifa:
the end of this thioe year period, the utlity belicees that it bas nat fully recovered it stranded cost,
it will have the opportaity o fequen 2 wires charge for the recovery of 2 portion of zmy romaining
pasitive levels of stranded costs, This wires chage should not extend beyond an additional three
years, and i is the hope of the Staff thar such 2 wires chargs would not be required,

Even befixe legidlation s enacted, the StxfPa plan afls o cstablishing deckens o investigate the

 stranded cost potential for each iovestar-owned iy, This immediste action plan is presented in
the first seetion of the third chanter of'this report, and represeoit 3 proactive approach 1o prevent &
wmmmmﬂwmmmmmﬁm | '

The secemd fing is on restrustaring acd will neour 24 months sBier the ioidol fiing.  From the
date of the second Sings, the Commission will bave mine tamths for hearings and 1o write arders i
each utiity. The restrustnzing fing would inchide both how the wility proposes to restruature ity
comparny, separzting segulatcd from non-regulsted bosiness, 4 well as an electrio ity industry
mp@hamﬁhmpdmmﬁymm&ewﬁmefknmﬁhd&mif
any investor-owmed slectric wility bas not yet joined an indvpendent system opetator (IS0), Lhis fling

swould incisde 2 proposal fe jeizing an 80 znd a request £ permission fom the Commission for
the saliry to o the placsing, sperzsions oo pricing of remsmizsion over t0 28 180, Hihe wiry
) plmmhvanwwmmﬂ)ﬁm:ﬁmﬂsﬁﬁngwﬂhﬁ:m compliance with both

-
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ELECTRIC RESTRUCTULING PLAN

the affizied iamsestion nude xud eode of coadast et 1o be estabithed by the Commission. Finally,
this filing wil define the metering and dsia managemers responshilities of the Local Distribution
Utility (L.DLY), &5 wel 2s the biling responaitiimies of the REPs and 1LDU4,

The third fifing is on sabundling and will pecar 12 monsks after the restmeturing fiing. Ths
Commission ill bave zine mosths for bearings aad 10 write orders respecting each mility's
simultanecus Sing. The unbundling Sfing would include a request for Commission mhorization of
proposed untundled rates fixr the LD, proposad rates to callect the cost of providing elactricity
from the state-wide power pocl md’mppmﬁ:g;mbﬁ:bmﬁummmagympmfu
performance based rateraking shat might be pur imto efect 2t the time of full retad access to
competitive generation. In addition, this fling wonld include any requasts by the ipvestor-owned
wlities for firther recovery of Rraaded costs by meens of sn additonal wires charge,

Wlem:hzmae&uapmnfthnm&zmﬁgm 1, during the four year transition period the
Compission will aped 1o enduet micrmkings regarding (1) the sertificadion of REPS, (2) 2 code of
conghict and otber regulstions respecting affiliated trapsactions and (3) the revision of prescat
sonsmmer protection miles. Each of these ralermakings 2oc 2lso discissed in grester detail fo the next

thapter of this report.

— ey
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CHAPTER 2
RESTRUCTURING FILINGS
Frng 1: STRANDED COST RECOVERY
This fling showld be made thres months after legislation which allaws for competitive supply of
the proeration of chectricty t 2 recal, end-ime comsumers berormes aw. A3 thm mw:hmmm
investar-owoed electris utility wonild Sle with the Commission information conteming its current cost

ofmh{mﬁ:ah-ambddedmm}, projestions of fture stranded cost exposure -

under comperidive canditions, projestions and proposals for mitigation of stranded costs and how it

oxpects 10 ndmm:&ﬂ:mﬁmh&immmamympuhdm- '

in pine months. Based on the evideote provides aad after making any spproprists sate changes,” the
Cozznzssion could approve 3 three-year rate freeze for the utilities. Rates wonld not be redoced if
the impact of the rate changs would be tomake recovery by the wifity alits projected stranded costs
by foregniog a3 rights to futare srardad cost sesovery fom the Commission.

During the thres year rate freeze, atilities will be zble o apply the benefits of any expense
redoction effoct they undertake 0¢ of agy ocher type of stranded sost mitipation measure they carploy
1o offset their stranded costa. These measares should allow the electric wrilitics the cpportunity to
apply this increxse in earnings to write down the boaok values of plant sssers that may be patentially

For oxammple, if 8 00T & over cwping, 8 pedrotiog Sn.72tes o 2 shazme pla towld br Sousd 10 be spproprise
slong with recucing pessitle positive Jovals of strarded sosty.

9-
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strended. , doring this tree year peviod, = nifity chorses  divest some portion of ifs semeresing
assets, pny proceeds received that are grestet-than the hook valne of the assets divested would
likewise be used to write down the vaﬁh:es of ather porentinlly stranded assets, |

IFthe firee-year sage rocze I not sufficnt forthe utlity to iy seeover ts Tecovesable simanded
cost totels, then the company wonld have the option of making a filing nine monthe prior to- the
il ementztion of wrel conpetition {ccnarrene with the “webunding® ffEng) to (3) present updared
mimdmwmm and (7) propose 2 non-bypassehia wires charge
for recovery of amy residual seranded cost. For this aecond round of residual stranded cost recovery,

the Staff recommends that the portion resovered from wrility customers be less than one hundred
pereenst The proportion of residus! stranded costy allowed to ba recovered from customers by the
Commission womld be dependem cpan the method wsed w0 quamily the sranded costa.  If
mwmmwﬁm‘z&y&ﬁsm recovery by the nrility should be
Eenited 1o £fty percess (S0X). H & mariet meehod sach as futnre Sivestiture is used 1o quantify the
stranided coxts, & bigher proportion of recovery by the ity wetld be wamrasted (perhaps 67% of
75%). If adequately justified by the utility, the Commission wold approve such 3 non-bypassable
wires charge for a length of time soffictent to resover the customsrs® portion of the recoverable
mmwﬂlm;ﬁamm&t&&m In asdition, strended cast recovery

‘%m&mtwﬁﬁ;ﬂm&pﬁamdm&m&m&xﬂﬁmm@h
wbere the wility has divested a major pertica o = prreration a3sets, kes ben xhle I Signiteamily witle dowr the book
vaine of thase assets bzt ot has 3 Iarge levet of pasttive Srwaded costy,

) *An example of e administrative cast method it eme wihizh estirmue the market price for sloctrisity over the
life of 1 geeretion aveot and comparss [t 10 that asaxt’s hook value,

L R SR
o

L] R {
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based an administrative quantifeations should be trued-up ot more than 18 months after the wires
charge goes into «ffect, with msrker price asszmpticns S ectricicy to be corrected, t & mininmn,

RATIONALY

The “raze freszc” approach to itigating strended costs before pomperition is reasonsbie ip that
Mam@sh'mﬁanmmmwnwdmnwup@w
Mammmmmmmmmmm
bencfis from restructuring.  This approach wil zlse minimize the market distorting impact of
substental stryoxied cont recovery by icombent utifities. Nonetheless, the iritisl three years may pat
be s 1o aliow all militi=s 2 reasonable oppartuziry tn recover stamded cnsts, 50 an optien for
amdadmncbmmrrﬁﬂmpeﬁﬂcnbeﬁmeﬂamﬂdbe offered. Onlyin the caso where the
utibity has made significant divestiture of ita generation assets shonld these mbsequent charpes be set
a2 evels necesary 1o allow 100% of the rermiving ity steaded €o%3 10 be iecovered. Otherwise,

- the wiifity will have fo mcentive to maxinize mitigation of stranded costs during the uﬂi«tbrw—yw

rate freeze. Incestives showld be provided as part of the recovery prosess to encourage use of

FOING 2: RESTRUCTURING
This Bhng shouid be made 27 momtps aftar legstation is ecacted and Becomes law, which afiows
for compenmive suprly of the seneretior of elecrriciey o i =D, 2nd-vse consiumens,

w}le

T _
e ﬂ‘nlgw‘; T
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RESTRUCTURING FILINGS

e e e

A THE New ELECTRIC INDUSTRY STRCCTORE
Under the Staff's proposal, the new electic vtility swucture is one in which the vertically
integrated utility company is separated ifx:u distinct service components, The mucn:riﬁ,_z filing is
mmwwmm'mmimmmmm- Restructuriog of
the mfiry would neur by sepaninn of the various business units throngh either
1} Divesinwre (sale of gzoeration and/or trrseiesin assets tn other enrities);
2) Separate afiliate sommpanies (uolding compuny Sructare); or
3) Separate divisions within the same company.
mmwwm&emmdﬁ:mmm
beeame the physical producticn of decticity will be sold in 2 competitive market at unreguizted

prices. In the retroctuning filing, investorowmned mifities must address wiich method or combination _

of msthods it is proposing b apply ia tho separating of its gensration business, The S1af believas
that divestinwe of geperation by utilitics will more quickly promote vigorous campetition in the
miﬁmmm;;mmmmﬂmmmwdmw
the generation assezs. M generation i divested, diferens units showld be wransfered to different
eates; ie, mwmﬂywﬁdmbﬁpﬂﬁmﬂmmaﬂmmd‘a
previously vertically integrated elestric wility,

Tranumission should also be separated from the ather compoaents of the electric utility business,
but for 2 Effene reascn. Ullike generation, wransmissios will remer 2 sopopaly provided ssrvice
that vl b coirely regzaiazed with respect 50 Gpecezions, plaswing and prising of rnsmission by the
Ferderal Energy Reguatory Coomission (FERC) through 18O, axiong other possbie entities. The

-12-

mwm:m-i-tm-:_i_s—m
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Comenission should sntourage the formation of TSOs sather than other transmission entities, such as
trassission corapaties (TRANSCOs). If the fommation or sslection of 23 IS0 by each of investor.
mm&ywmnw&edbyﬁwm of 1he restrosturing Sking, the restructuring fling
mmﬁMdmm«maamhmmwcﬁg
Eaxch efecmicutlity must seek approval by the Comeaission to turn the operation of its transmisxion
facilgies over in an ISO. In either case, the utifity festmsturing Sling should incinde the appBcation
of the FERC seven factor test to specify the separetion of assets and associsted expenses batwoen
the genemission and distribudos fimctions,

mm&dhaawmbﬁnm&hupmﬁbyﬁe Lozal Distribution Utility
gmam&Wbywcm The LDU wordd moireain the Smrtion of terer reading
#nd das mgnagement, Tha restructuring Sling st addvess the basic metering requirements, as weil
secusity of information mquiredtomzhtainindivi@ consumer privacy. '

Retad Electric Providers (REPs) would be 2 separcte competifive businiess, and & the ity
wants 1o be in this business, & must set vp a separte offiliste cormpany. The restructuring fling must
indicate copyiancs with the Commission’s afficte trausaction ruies 2nd code of coadact 1o be
promulgned by the Commission.

The LD would be the provider of Tast resart e would sipply the ectricity requirements for
end-use consumers that have aot entered into arrangements for competitive electricity supply from

aREP,
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Billing would he performed by the REPs for their customers snd by the LDU for the consumers
which it serves. REPs would be billed by the LDL for the distribution services which it is providiag
to the REPs' customers, aod it would be the REPs’ responsibility 1o recover these costs ﬁ'nm its own
customers. The LD would provide besic metered data to the REP, and if the REP has special
metering reguitements, it must amange that merering with the LDU asd the customer, The
restructuring Sling must éddn_:ss the metering and hilling arrangements.

B. TEE FROVIDER OF LAST RESORT
The LDT will be the provider of last rasort. The Staff recommends that there be 2 state-wide

power poal from whick each LDU can purchase electricity to moet its obligation a3 grovider of Tast

resost.

The use of & power pool allows for 2 consalidation of the purchesed power finstion into a single

entity that is regnlated by the FERCY, In esscnes, thers would be a single, indspendent staff that
wowld operate by the niles and code of conduet set out under the power pool strocture. In addition
10 operations, the state-wide power pool would be governesd by an independent, non-stakeholder
board of diregtors, and the power poal would huve specific provisions for planning and pricing. After
initial approval by the Missouri Commission, the power pool s:rucrﬁ.re would thep be filed with the

FERC for final approval,

‘I_mng LDU wrere 10 prirchase power 1o meet i chligstion os provider of 1ast resort, than ensh LU winald
bave ta maimat & staff ta dezide wehich coctracts 1o enter indo, a5 well ax wha” pirchazes 10 make on o hegly bedts in
ﬁeapqs::_ml::fﬁ:rcrwuiﬁ-'.y. Ench yrar th pridence of thoge dogjsians would need to he revicwed by the
Compnisaizn. Whes ctmpaped in heving & simple entity (stue-wids povrer 200l) carry ot this purchesing finetion, the
ptrondh of piozing the ssepamsibility om cazh LINT sppenss to be p xweh Loss efizient msthod for heving the TDU meet

it1 abligation ta saree 55 the provider of 1ast resart,
»l4a
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The LD would provide the Inad foresast for the serire lond for which it provides distribytion

services. Each REP would ptovide the LDU with she list of its sustomers, and the LDU would
estimate ta# Joad requirements for the REPY ustomers. 'rhcsme-mdepmupmlmuthn
' inciuding franswission to e distsbution substations of rach LDU. Tk Cozmmission would sot the
rates that allow the LDU 1o collect fram endsuse consumers the power poo] charges to the LDU.
This may invoive 3 puchased eleciricity sdjustmect mechazism, with 3 aomal tme-up for
Efferences in whit was collected from cud-se consaers compared 10 what wes charged o the
LDU by the power pool. “

€. MARKET POWER MITIGATION

mrmmningﬁhngmm anhde;md;cswhichmmnthepmmdhmmalmuku
ma&mmmmmmwmmmm
teritocy. These shadies aurst take fo ascourt the Emhmiens oo trosreisgion impart capabifity fnto
the setvice temitory and Joad pockzss within the servico tersitery. 1o addition, each smdy mxt
determing the amount of local, must-run generation required to meet reliable service criteria,

Based on the results of its market power stdies, each utifity st propose methods for mitigation
of its prxrieet power. Wil tas Snff supposts dvestun 23 foe most srxighe focward method fog
mitigation options. For example, the weility could structure its generation functioa 1o several
soparate peneration busicwss units with mies and oodes of conduet aimed at requirng these generation
boxiness poits to compets with soe another for saiee e, 2 DEFY's peneratmg Aty Would not be

Rrsmcm
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e —
divested 1o, or orgunized sy, one extity. Other posible mitigetions could require & partion of

gensration to (1) be sold into the state-wide power pool at regulated prices, or Q) require that
gencration used to serve & Jocal area to be sold at market prices which are determined without bids
from that generation. The ﬁmﬁ's concern with these aptions is that shey extend the n:guluﬁun of
generation inta the Me and req_nim BN ongoing review o determing 1he geaeration involved,

The Staff secs 2 siate-wids power pool as the antity which would be hest situated ta tionitr
* omgring or developing market power problerns and, ifnaed be, implement market power mitigatians.

However, in the shsence of a state-wide power poal, the monitoring and, if needed, implementation
of market power mitigatians sould come uader the purview of I80s. Since both the power paol and
the IEO involve wholegale power transactions, the ultimafce regulatory authority for dealing with
potential ongoing ar tleveinping marleet power problems would be the FERC,

The Staff believes that becaise of potestial vertical market pawer pmb!éms, ISOs must be in
placo and each iilivy mnslt be required to joip & properly estzblished and operating ISO before any
retail load Is allowed 1o l:u: served geocration on & nan-repulsted hasis, Missoud appears to be
Iocated at the bpuudaries of at least three ISOs, thus, it i ::ntz::ﬂ that houndary issues be resalved

smcmg the 1805, inchuding the elimination of pancaked rates among IS0x,

FmLING 3: UNBUNDLING
This filing should be made 39 menths after legislation js enacted and becomes law which allows

for the competitive mpply of the generation of eleatricity ta all retail, end-use consumers.

16~
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A. UXeDMDLED RATES

mmdﬁngﬁhgwdmmmd}edmfmmmummta coll=ct the cost
of providing electricity from the L;tate-vﬁ:!e pool, the wires charge to recover sy remaining
recoversbie stranded costs and the wires charge to find public interest programs.

mmmmmamﬁmmm:mwhmm
Caosis would be mobaxdled into 2t 1rast the followng categories

«  The asricipoted cost of energy defivered 1o the DU incloding both the sepaiately detcrmined

cost of energy purchaced fom the power poal and the seperarely determined cost of
trangrrigsion w the LDU"s distriburion system.

The cost of defivering energy to the rad-use consumer through the LIU's distribution system
determimed on the baeis of the custrmer's delivery voltage, Alst included would be the sosts

for basic metering, meter reading, and dats manapement.
= The sosts fix oxticoal metering andfor meter reading
. mmnfﬁmﬁngwbkmmm
¢ Recoverable stranded costs.
Rates will be designed to recover costs for each of the following categories:

»  LDU wire chirges 10 all commumers (noar-bypessable) for;
~ Estribation acd hasic Detxiog costs
~ pobific mterest programs
« recprvemable sranded costs
¢ Elsctricity defiverad to the LDU as previder aflzat resort.
» Billing and collecting for consumers served by the LDU as provider of last resort.

»  Optionk! metering and/pr meter reading,
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B. RATEMAKING PROCEDTHES POR THE RRCOVERY OF PURCHASED FLECTRICITY COSTS
The uubundlingﬁﬁggwmﬂd also inclnde procedures, by which the purchased elmt_v.r tosts
whichthnLDUincminitSnbﬁgaﬁon‘tomasthcprnﬁdar of lagt resort, are recovered oo 3
timely basis. Mamhmm&yinphufmﬁewnfnmpsmw
- by the local gas disibotion comparies. This mechanis has én adjusrment canponent zad 2 Tue-op

component. The raves for purchesed electricity costs would be 523 tut on taciffs tht v approved

by the Commission. Ifthese rztcs are cither under- or over-recavering costs, ths LDU would be
dlnwedtnadjt:stthamtﬁmnremcﬂypﬁca:hada:tﬁdﬁy. At the end of an anmal perind, the
fevemes collected wouid be compared o the costs innyed, and an adfustmen: would be mede for
Efrences, This actnal com adiosrment would e be colected/credited on hifis rendered drring the
next aomual period. Something na the order of this satamaking procedure wild nced to be
implemented for the LDUS. -

C. MAINTAXSING QUALITY OF SERVICE

1. Quality of Service

Consmmers mmst be assared thet the quafity &od refiahility of serdice i3, & the vy s,
mnisained m existing levels doring the transition ad after the implememation of restrocturing. The
inrroducton of competition will provide uﬁﬁﬁesw&ﬁ povverful incentives to cut costs, Cost savings
mmntsmybeimn]madinmuwgmmﬁmdsthatmthznhcinvestedinwmpe&&ve
pmregziiated verores Wn@mmﬂmhmmdmmm
t2kents oo the noreguiated business. Such acrions could ezsily beve negrive Iumaces on the guality
of service received by the customaer from the LDU, Towl sepesation of reguleed and uxreprilated

ot
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businesses (e.g., divestiture of generstion aszets) would result in fewer incentives for utilities to cut

their quality of service. Therefore, the Staff beileves it is necessary t establish 2 system of service

standands to ensure an ongoing level of service :iuality.
The Commission kas the clear authatity v sat quality of s:ﬁine. performance standards, related
10 service intermuption, ouhla raports, response to customer inquiries, and other s:andards that will
permit the Commission 10 measure any denigrafion of service, This information should be maintained
gt the Commizsion and be availzble to the public upon request. |
2. Performance Based Ratemaking _

An zpplication ﬁfhsﬁng measured end monitared service quality standerds is in performance
based sztemaldne (PBR). PBR provides for the d-evelnpment of a series of standards and indines
covering & wide range of services provided by the LDU. Famings shering hetween the LDIPs
shareholders and Fustomes is besed on bow well the Loy pm relative to the guality of service
standargds. .

D. CoxsuMER PROTECTIION RULES

Under the present system, the Commigtion has exercised its authnrity over electric utility price
and sesvices end has developed 2 comprehansive framework of consumer protection, regulations and
policies. The Commission has promulgated rules addressing; quality standards; safety standards:
billing and payment standards; meter reading standards; depusit, credit and li;xc payment standards;
discontismance of service standards; reswiction on service disconsertion during cold weather

restrictons and procedures; dispute resolution nequiremems end censumer complaint procedurss,

~18.
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The challenge of consumer protection under competition will require & reexamination of the
sresent Tules to degerming their ongning apphicabiity. Present rofes should be evahuated and
wmghdwhuzmymmm;mmhammfu |
example, billing and disconnest responsibilities will ored to bs clarified within these revised rules.

' Thix efort should be completad before the introdnction of retall comperition in arder to educste

comsumers and service providess 83 to thefr righly and resporshilitics.

F. PUBLIC BEXZFITS

Pulbiic benefits are defined as iterns that will not be produced and delivered by the competitive
arkrt, ot Dobetheless defiver 3 desirable eommod=y and a valoe 10 society at larpe, Uiy
customes have hisrorscally funded 2 momber of differest public-beacSt programs sith ax energy
eificiency, *wuthm:ation ud low-income asalstznce programs through the rates they pay, ‘Within
2 regnlated wnility egviroomenz, the urlities mansged and admisistered these programs with the
oversigin of the Comoaesion  However, soene of these prozrams w48 becomne vulnerable under 3
comuperitive marketplace 2 compasies Soous 0n cost reduction, For exzmple, low-ncoms programs
have historically been funded by a mix of federal aid and rars supportad utility contributions. It is
widely expested that the ievel of federal zid is going to be Substantislly decreased. Generally, the
ongomg woviskas of many of these programs mos bs sssural

Varicug states have implemented, or are consideting, 2 non-bypassable Fysem benefits charge
based upan kWh sales that is assessed and collected through the LDU. These funds couid be

3
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allocated to various public benefit programs that are deemed ta be critical,” The Staff supparts the
coneept and application of a publis henefits cherge to fund those low income, energy efficiency and
emvironmenral services deemed to by necessary for the public good. However, Iegisl;;ﬂve decisinns
st be made first 25 to the specific programs which should be supperted, the approprizte levels of

funding and the admimstration of such programs.

ADDITIONAL PUBLIC SERVICE COMMISSTON RELATED ACTIVITIES

1. Rulemzking for REP Certification aad Code of Conduct

Dhoing the four-year mansition period, the Commission will need to establish rules which set out
the criteria that pust be met in order to be certidied to do business 2s  REP! within the state of
Missouri These ceiteria would primarity focus on both the physical aod financial ehifity of a REP to
provide what it claims 1o be able $o provide to end-use comsuraers. Some states requirs the supplier
to post 3 bond or other type of security approved by the public service comrission. The posting of
seqnity can be used to ;mﬁvidz 2 recourse to customers if service does not meet promised levels, if
cades of condugt are violzted ar if there is frmd in marketing. . The posting of seeurity may also be

vtilizad tp screen suppliers with finansial situations that appear unstahls,

7 For warple, Californio and Wiszemsia ors funding both suergp munngement peograns md Jow-income
assiptance plans ot of & “poblic geods™ charge based on k'Wh ssles vin the distoibution companies. Massachusctts is
funding #s progeams through # geaerad access gharpe. .

'REPs mre companiea thes sater ints Soumciel conirocts to purchuse clectricity at s wholesals Iovel and rescll
thet slextriciny ot a 7ol 1evel REPs are distine from sggregaiors who ast 09 4 seprewsnintive for r groo of end-use
consumoers Iy the prrcheer of electricity from one or more certified REPa et the retail level. Moreover, if an aggregutar
pecomes mvslved in dirsetly conlrasting 1o parsnsse sleairicity from & geneestor, then thed pzaregant is nsting as o REP
eod will need to be cortified a8 such,

21
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Iz addirion to cerdficazion requirements, the nilzreking should establish 3 sode of romduct by
which cartified REPs agree 1o fimction. The sode of eondnat would deal with what representations
REPs czn fairly make to cod-use consamens and what practices are considered uncthical, such as
“slamrring " For example, 3 cods nfriondu::t caz require the REPs provide camplete, standardized
infiormation to custaiers on pricing, terms and canditions of service. Cades of conduct com addrmss
raqrireents that the supphiers agree to abide by 2oy nules for billing and paymeat and 3 compesitnent
o truth i advertising. If 2 KEP vioiated this code of condncr, then the Commission could recave
its cerrificotion to operze within the state. Removal of cornification woold require 21 evidentizry
heating before the Cosenizsam. _

2. Dispute Resolution/Exforcement

The consurmer must be ssarred thet thers is a nentral, effactive forum for addrassing and resclving
consumer complaints sgeinst REPs, Ths Commission sheuld bave the clesr and unambiguous
protecsing muled. To easture adequate exiortement of Comemistion rules, the Commission should have
the iy 1o bald 2 bearing 20d upan making jts findings, Save the ahifity to impose Snes axd other
ssoctions and ultimately revoke cortificares when sch action is required 10 belp protect the pablic,

——t [P——— O
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- IMPLEMENTATION DURING THE TRANSITION
o |
COMMISSION AND UTILITY ACTIVITY BETWEEN NOW AND THE DATE WHEN
RESTRUCTURING LEGISLATION BECOMES LAW
L. PreEminary Investizatory Dockets
Although it is assumed that. electric yestructusing in the form of retall access will ocour in
Missouri, it is oot knows &t this time whetber that will actuelly happen, If such electric restructuring
does oear, there i3 5o certsinty when the Legislarure znd the Governor will, sospectively, pass end
mdﬂnwu{ﬁew_ﬁmhkmwhmﬁmw

-

svould be desired by those who will be chzrged with the implementaticn of the 14w, it is fmperetive
that the Commission sopstructively wtilize the time between now and the date when restructisring

oa strzoded costs for each inwestor-owned clectric milty heving a service territory in Missour The
purpose of each of theao company specific dockels wodd be to determing, ameog other things, what
informatlon exists and what information may need to be developed for the Commitsion to make the
" determination whether these wfities have positive, Sogative or 2o sirsnded costs under the likely
restrucnyed sleeric regime. An importzst reslt of these investigancas will be the determination of
whether or not resactarmg s Boly 1o Jower zxteg fof 1oc customens of the ovestor-owned prikies,
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In these ipvestizatory dockets, the Sl will give secous considerstiar to going forward with
Wﬁr%%%%dmmﬁmm@mmbjﬁmmmw
(e.z., proposals for accelersting the depreciation of these gasees), even prior 10 and irrespective of
enactmest of legislation on retall competition.” These iovestigations will ectail three elements that
are not foond in a typical raze c2se or eammings coraplaint proceeding:

(1} the minzeding of costs;
(2) ths deteminaioe of the Ekzlhood of positive, negative or o sranded costs; and
(3) the application ofusility carsings w reduce the 2tiily's stranded cost, if they are positive.

Some, if zot all, of these companies are themselyes in the process of reviewing dsta, quaatifying
and deveioping positians on stranded cnsts.  Stnce the earliest date by which electric restructurisg
legisiation would Redy become Law i3 2ppreximately September 1, 1995, pnder the Staff's proposal
ad the chronclogy itertified & the S2ff's plan, the myvestor pwned elecrric milities wonld fils their

I

I

|

i

I

|

A

!

stranded cogt filings aa approxiveately Decemher 1, 2000. The ﬂmm&mmxddhv:mﬁ l

Approximenely September 1, 2000, 10 bold hearings, isnue Reparts And Orders and sirt to implemeat l

‘he three year period of strasded cort recovery for all five of the clmm: utilities under the J
Commission’s jurisdiction.  To the exzems that the ivestigntary doskets would culminate in

Fatemakicg iovolving the reduction of positive stranded cats, i is sicipated that thesn dockets |

. ! Jronld be coczplensd by Segnezmber 1, 2000, | %

G
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| writing o Ry cosl fvelving rotemaldng for oedd Bl site th
., Briing doma paaiive stindied eosts fn those doces, g fov imvestor-owned, eleearie wtilities, the Stalf will addvess
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: 2 Woerking Groups

The StadT sees the need for three Cormissinn worldng groups to deal wath the issoes rzised in #ts
plan. The puspose of these threr working growps is to pravide 2 forum in which fput is provided
1o the StaF related specifieally to areas in which the Cammisgion will be making deisions, The fret

e

I&mnmummwnimgmwmﬁmmmHMmCmmm

addrees:
(1) quality standards;
| | (@) safety standasds
() bilbng =nd payment standards;
(%) meer reading sandards;
(5) deposi, credit zad late payment stendards,
(6) discorrimanca of service stagdards;
{7) cold weather restrictions on service discontinnancs;
{3) consemer complaint procedures; and
(9) dispa resolntion requirneat.
should e arsended to meer the challenges of the competitive supply of genetatian,
The certification requirements for REPS working group would review requirements being

[P

instituted in other states and make recommendations fer Messourl, The Steff supports the concermn

25
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expressed in the report of the Market Power working group that certification requirements not be so
stringent a3 to become b bawier 1o entry for rehiable electrivity providers, yet be rigorous enctgh to
sgreen out thase ﬁhn are unlikely tlp mest their obligations to provide reliable electric service to
consumers, In addition; thfs working group would be responsible for developing 3 REP eode of
conduct relzting to represeatations whith REP3 tan make to end-use consumers, unethical practices
and standardization of information on pricing, terms and canditions of service.

Tha StafFhas not recommended that & working groun be set up to consider affillate transgetions
and associated codes of conduct because the Commission has already :Iimcmd mulemakings on this
marter, Thess rulemnakings should be comprehensive and will address the existence of generation aod
REP functions a3 competitive business unite within the incumbent utiliies, whick will alse pravide

| transaission. distribution and customer services on a regulated basts.

Only after legislation in enacted into law that mendztes competitive supply of generation which
has ndopted the Staff recommendation of a state-wide power pool would the third working group
be established This working group would iuvestigate and make recommendatians on the structure,

finanging, governance and operating niles for 2 state-wide pawer pool.

RETAD WHEELING EXPERIMENTS

The Stall reeommends that the Comnaisgion sctively seck the introduction, epactment and Sgaing
mto law of legislation which allows the Commission to sgprove retail wheeling experiments during
the four year transition period. These experiments would be dlad with the Commission, which showld

-26-
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act in a timely feshion to allow any reasonable experiment. The pitrpose of these experiments is to
enconrage REPS to begin operatinna in sach service termritory prior to the date of fill in;plemenzaﬁnn
of retall direct access.[egislation  During this perind, retail rates will be bundled, but with the filing
of an experiment, the urlity would propose avoided cost sradits to the ead-use consumer’s bill for
geaeration gnd franemisgion, Thus, during ﬂ:gﬁansiﬁbn penod, an end-use consumer would consider
the cost charged by the RFP compered to the credit received from the utility. If the wtiliry can avoid
capacity costs (either generation or transmissiaz;}' by having a portion of its load served by un
alternative provider that i1s willing to supply capacity on 8 firm basis, then the credll sheuld include
these avoidud capacity costs,” The extent or size of these cxperiments may in part be determined by
ths investor-owaed utllities’ need for new or replacement generation cepacity during the four year

transition period. In effear, the Staffis proposing that competitive supply of new gererstion ke

place during the transition period.

The timing of the filings of these expeniments, i part, will depend on esch utdities’ aeed for new
gencration capacity, its plans regarding replacing purchased power comtracts, its piausrfur renEwing
leases on generation capacky or its plans to gsll any of its existing Reneration capacity, The
legislation on rewll wheeling experiments which tha Staff propoges that the Commission seek, wonld
permit flings for retait wheeling experiments at the earliest passible date, even before the Legislature

passes lews allowing for the full competitive supply of generation in Missouri,

g ervernl fnvestor-cwred ttilites haie purchaosed power coatracts that incire wthit, this four year peried, and
all of the iavester-owned vtilities have need ta pdd 2epecty due to load growth,  Thus, the Staff wondd expeer gll of the
imwestar -wancd wilities to havs positive svoided cogasity covts,

27
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1. Replacing Expired Purchase Power Contracts and Capacity Leases
Scveral of the rvestor-owoed mifiries iz Missenrt ars Sced with expiration of purchased power
 contracts and/or lvases on generution capacity which will occur befors the earliest passible open
erm&.s:ﬁsmmm The peading fsae is wiat should investorowned
wiEres do regardng replacemens of the capacity that will be regured o serve retail customers ondy
during the four year transirion period. | o o
For at keast some of these now porchased power exmtracts, it is possible that the pew contract r
price will he higher than the old price for two reasons. Farst, the old comtracts were for petiods of
time that are Jopger than the new pontracts are likely to cover. Ths utiliy will not wunt to cofmmit
wmmmmﬁmmﬁsmm;mmmm‘hmmddma
the tune that direct atcoss i impicaented Smmd,zh:aldmmmsm‘mwdmaﬁmcm
there wag exceps peneration capacity in the region. This excess in generation capacity has diminished

aver time 25 elactric loads bave growm, and this has resclted in & increase i the market price fir
generation Capacity. Thus, i thess weiirics pegotisss new cantraces, the result will be higher conms
a0d either lower stranded st resovery during the transitisn period or higher reta ratos 1o achigvs
tbemlcvdd‘wedmw.

Cleady, one way to mitigars stranded cost recovery or achieve the sarme leved of sranded cost
recovery at lower retail rates during the transition is to allow altemative energy supplicTs access to
reEl cudoeers o © Be amoun of load that weotid otherwise de sexved by the sew conrracny, The
Staff recormmands thag the investor-gwned wilities in Missouri prapdse such plans asa part of their
stranded cost flings, I pacessitated by the timing for replacing existing contraces, the Staf would

2B g



Scheduie JRE ~ 1
Page 320! 37

IMPLEMENTATION DURING THE TRANSITION
o — e e e e ——

Yook favorably on Smpe mads peior to the scheduled dates for tee sranded cost flings, o koog 29 the
nemy}cgklaﬁmunrmﬂwhedhgupamia‘mpm
, 2. Addition of Gensration énpaﬁly to Meet Load Growth

In additien; to replacing existing generation capadity, all of the investor-owned utilities will aced
nhmd&mbdﬁsmmmﬂkmﬁmmmbm
source of the agw generation capacity, some of the investor-owned wilities will bo in 2 situation
where the cost of the now generation capacity will be above the embedded (average) cost of their
existing gemeration capacity. This situation is analogous to the oge just described regarding the
replacament of exiszing contracts, and Stail recommends thar the iovestar-owned utifities propose
cspetive provision of this peneration by iving abermetive sugrziers aceess 1o recal castomers in
mmmﬂwhwm-mmm&rmm.mmmw
growth. Again, Staff's recommendation is based on thers being in place the necassary {egislation
respecting retail wheeling cxperiments. ,

In the sitpation where the aew gencration capacity required to meed load growth is less costly
than the uticy’s cmbedded cost of pencratics, the Staffbefeves that the sxperience gained by ther
being end-nse consumers with shemmative REPs will result in mﬂbe:::’::-;m;iﬁh:mﬂyﬁg
o ennairsge cXperiments is 1o allow alrerrative muppliens 1o serve load gowth by baving avnided
gencration credits for end-use consumar bills during the transition, the Staff would support such

proposals,
“29-
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The Staff fully supports the congept of separation of generativn through the d:vesm:g

xd"

Senscaion assets, The sale of generarion assets rexalts i an Snmedizre kst determination cﬁh

of

levels of stranded cows, if there are any., mm&am,fmmﬁgMaaMampmm
ofhmu@ﬁh:mﬁm@mbwm@m&ﬂmmkmnm ]
undze hotizootal market power in its service tecritnry. Inmm&u'ﬁzzemmm;'
determingtion of su'andsd gosts ang t‘he' allminat;m‘ of undue horizootal markes pnw'erbymgﬁ.--_- :

mpanymmmmofmmm

Dy the: fransition period, the sale of 2 grorwadion ssset sy Tequie the wtity to enner ot s 'Q =
purchased power sontract with the company purchasing the ssaet in order for the utllity to mpet ity
wﬁyﬁmmmﬁiw&mdmmm@&ﬁﬁrﬂ:mﬂﬁmmmmﬁm :
peciod. Hin its stranded cost recovery fling, the usiity plans 1o Gvest some, or all, of its pencration
assets,  should also inciuda the plam for meeting its obligstion to serve during the transition pesiod. ;1
¥'s communy dors 50t pln 10 Givest i penecztion assets, then that compimy noads 10 cxplain in its %

filing how retaining these assets will result in munimizing the mirigation of its stranded costs, Ris 5
alsa important tn note that divestitire of generation zssets o= Sreate swoided capacy coss winch )

would then be mchuded in the vilty’s experimemeal retall wheeling programs,
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- NECESSARY LEGISLATION

As previcndy idficased, one of the Comemittacs of the Reezil Competition Task Force was 2 Legal
Committes. Among other things, the Legal Committes sought to:
()  Tdemtify state and local tax issups®h, the collection of which is potentially afFacted
the resiresturing of the slectric induptry in Missouri, and addr%sn,&au:hiscfms :ﬁ’{
some utilities pay to municipalities, countizs and villagéa (municipalities) and
payments 4n Kew of taxes (PILOTY), which are paid by government-owaed utilitics
which are passed through to sustomers;

(2) Idemify aod address legal issues that relate directly to the alemafive mariet
) structures for retad competition copsidered by the Market Stucture and Mearket
Power worling groun:

3 1y edsts i 1 mthet Som of retad) clecrric 313
3) ;@mﬁmm melermentytion competilion

()  Sorvey end smmerize enal ahority and precedent soncerming the idemtification. and

TAX RELATED ISSUES

At page 2 sbove, the St notad: (1) its position that the reduction or 1088 of tax, franchise fec
and PILOT sevenues due o restructuring must be addressed by any legislation establiching retail
competition; and (2) Senate Bill No, 627 passed in the just concluded Legislative Session purports
0 address bustoess license vaxes, fzachise fees and PILOTS, which s less than all of the relevant -
tzxes iderrified by the Tax Subcormmitiee of the Legal Cormmittes of the Task Force, Tn addition, at
pages 2 2ad 3 above, the Suaff stmes it vicw that any legidetion thar opens the retail market to

wwmwmmm‘mm:;ﬁmﬂmwm
CRSTCY, SO e ok aalebeie ekt an porchege of diesisay by decninity provide, stids corporste moome tog aad
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mmwmﬂmmmﬁmmmm CETY power to

the end-use consumers and that high cost customers, remote locations and high risk customers must
&mmmmmm&m@h
Akhughmugﬂcmmmmm able to reach unantmons agreement on the
desiratifty of the following txx retbom principles, the Task Force Report states that the Task Forze
suppors the applicarion of the following txx reform priociples to the extent feasibls. The Saff

supports the Task Force's tax reform principles sat out below:

mmﬁmham electricity market.
Repveme Nttty the General Assenbly should seck 1o maintais revertis opporiutitiss for
mmdhmgﬂmmﬁzymwmhydmm

Costomer Tax Burdeny: anymmﬁnmimsmtheuxlmskmld be stroenred to minhmize
the shifing of tax burdans amang customer classes or amang custamers withit & particalse
clags

Collecstifry: any modification the ta Ly should be structured o maximize the sty of
stare and looal governments 1o collect them.

Insergtete Competitivenses: the steze and Jocal tax systers should be strucered to enbance
the compritivencss of Missoor husinesses.

Avoidance of T jtigation: the General Assembiy should seek to design tax legialation that is
unlikely to be slyect 1o ¢ourt challenges in order to avoid potentially sgnificant tax refunds

and delxys @o obtaining certainty i t2x treatment,

«32a
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lv;;,"ww“ - ANTI-FLIP/FLOP STATUIES

agraw

"”‘3““'"‘:_ The Legal Committer of the Task Fores dearly identified one legal impediment t effactoging

J
retnll Sectric cotrpesinion in Missonri, the ansi<Hip/Sop ststinery provision, In & recent procecding,

I

I Case No. EO-87-421, T the Mastter of the Cansiderstion of » Competitive Market Rescarch Progject

l a1d Piot Open Access Program for the Bmpire Districs Eleetric Compasy, the Empire District

l aczess tranemission txiff, was jointly developed by EDE axd ¢two of its large sustomers ICL/Praxair,

" " and provided that these 1 customers would reain o the EDE distribition system bus porchase
sheir power competitively. The Coaxmissian noted tha ICUPraxair arged that the propased gilol

l open acoess transmission tardf did oot provide for 4 change of suppliers in viplstion of Szetion

r 353.106 in that EDE wuﬂd remaln the sole source of distributlon of electrical energy for &

l

;

|

l

|

!

customers. ‘The Commission found thet the proposed tariff viclated Section 553.106 stating as

fallows:

Themmmmﬂedm ;nnkyﬁmmgaa;mlw ide permanent
!ymbmﬁ:emmmuﬁ&y mm;?’:em fmid
a:leasﬁxntmﬂy ﬁzssapnﬂhmmn:ﬁm and will rerzin 3 the
dinshution compaay, mww&m&rmmmmﬂm

compeze for graeration fur at leagt four yeam. . .

»

. The Empira District Electric Company is the lawfil supplier of retail electric energy to
ICT and Praxair thromgh permanent sorvice facilitias acd, therefore, other mppliers of
tlectrical energy are expmssly denied the right to provide such service in the form of sale of
electrical power divectly to these customers.

[ Based upon that ruling, saction 393,106 must be addressed by any legixiation secking 10 establish
retad comoetition Most Immedivtaly there 1 2 need for legSlztion which would address the

33




+ am s

Schedule JRE — 7
Page 37 0 37

y——

et e e e e — .
proposals that go beyond sale for resele Exesactions. |

The pxpose of this. documes is to provide the Staff's position on retail electrie restructuring as
it relates 1o imvestorowned wtifres. Thes, the S will address Section 353,106 RSMo 1994, whach
35 in the shapter of Missowri stznges thar addresses the powsr of electrical eorparations and their
regulssion by the Comrmission. The StafF will not address Section 384,315 RSMo 1994, which is in

51.025 wekich s in the anmicpally owned utiises choptey of Missonri sures, Sections 394.3)5 and
91.025 me, respectively, the rural slectric cooperative nnd muricipally owned wiility coumerparts to

Section 393.10€.

SUMMARY _

Geaerally, the Staf will Bot eeek t replicate herein logal issoe sshject matter conmained in the
Task Force Reporr. The Stail bebeves thar the Task Force Report is comprebensive i s discission
of this subject area, and if the Commission does not already possess the necessary avthority, cither
expressly or implicitly, to effecroate the recommendations comtained herein, then the Missourd
Logislatare may comyfer thr ztherity upon the Commissicn. The Stuif would note that the lack of
2 specific statutary graot of autharity is ot necessasily an indication thut the Comassion does aot
have the requisite authority. New legislation expreasly granting power to the Cammission may be
imtended only 3o claify ard prrvicnlarize oxisting Lrw,

NECESSARY LEGISLATION
s e
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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of Aquila, Inc. d/b/a Aquila )
Networks-MPS and Aquila Networks-L&P, )
for authority to file tariffs increasing electric ) Case No. ER-2004-0034
rates for the service provided to customers in )}
the Aquila Networks-MPS and Aquila )

)

Networks-L&P area

In the matter of Aquila, Inc. d/b/a Aquila )
Networks-L&P, for authority to file tariffs )
Increasing steam rates for the service provided } Case No. HR-2004-0024
To customers in the Aquila Networks-L&P area )

County of Jackson )
) sS
State of Missouri )

AFFIDAVIT OF JON R. EMPSON

Jon R. Empson, being first duly sworn, deposes and says that he is the witness who
sponsors the accompanying testimony entitled “Rebuttal Testimony of Jon R. Empson;” that said
testimony was prepared by him ‘and under his direction and supervision; that if inquiries were
made as to the facts in said testimony and schedules, he would respond as therein set forth; and
that the aforesaid testimony and schedules are true and correct to the best of his knowledge,
information, and belief,

Jon R. pson

Subscribed and sworn to before me thls;éoé %day of ‘&Mdﬁd/hm 2004,

\bzw& e

otary Public
Terry D. Lutes

My Commission expires:

f - 20 PQZM% ildy,  TERRYD.LUTES

Jackson County

My Commission Expires
August 20, 2004







