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INT AGREEMENT
Comes now UtiliCorp United Inc. d/b/a Missouri Public Service (“MPS” or

“Company"), Staff of the Missouri Public Service Commission (“Staff”); and the Office of
Public Counsel (“OPC"), pursuant to 4 CSR 240-22.080(8) of the Commission’s rules on
Electric Utility Resource Planning, and submit this Joint Agreement regarding MPS’s

Electric Resource Plan (“ERP") in Case No. E0Q-95-187 and the scheduled filing of a new

ERP by MPS in 1998 specified in Case No. EO-98-316.

This document constitutes a Joint Agreement among MPS, the Staff and OPC,
Furthermore, the parties waive their respective rights under section (9) of 4 CSR 240-22.080
to file a response or comments. Therefore, the parties submit that they are not asking for, nor
{rom their p‘érspective is there a need for, a héaring by the Commission. The parties are
ready and willing to respond to any questions of the Commission which may arise during its
consideration of this Joint Agreement.

This Joint Agreement has resulted from extensive negotiations among the signatories
and the terms hereof are interdependent. In the event the Commission does not approve and
adopt this Joint Agreement in total, then this Joint Agreement shall be void and no signatory
shall be bound by any of the agreements or provisions hereof.

[n the event the Commission accepts the specific terms of the Joint Agreement, the
parties waive, with respect to the issues resolved herein: their respective rights pursuant to
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Section 536.080.1, RSMo 1994 to present testimony, cross-examine witnesses, and present
oral argument and"written briefs; their respective rights to the reading of the transcript by the
Commission pursuant to Section 536.080.2 RSMo 1994; and their respective rights to
judicial review pursuant to Section 386.510 RSMo 1994.

If requested by the Commission, the Staff shall have the right to submit to the
Comurussion a memorandum explaining its rationale for entering into this Joint Agreement.
Each party of record shall be served with a copy of any memorandum and shall be entitled
to submit to the Commission, within five (5) days of receipt of Staff's memorandum, a
responsive memorandum which shall also be served on all parties. All memoranda submitted
by the parties shall be considered privileged in the same manner as are settlement discussions
under the Com;nission’s rules, shall be maintained on a confidential basis by all partiés, and
shall not become a part of the record of this proceeding or bind or prejudice the party
submitting such memorandum in any further proceediné or in this proceeding whether or not
the Commission approves this Joint Agreement. The contents of any memorandum provided
by any party are its own and are not acquiesced in or otherw?se adopted by the signatories to
the Joint Agreement.

The Staff shail also have the right to provide, at any agenda meeting at which this
Joint Agreement is noticed to be considered by the Commission, whatever oral explanation
the Commission requests, provided that the Staff shall, to the extent reasonably practicable,
provide the other parties with advance notice of when the Staff shall respond to the
Commission’s request for such explanation once such explanation is requested from Stafl.

Staff's oral explanation shall be subject to public disclosure, except to the extent it refers (o
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matters that are privileged or protected from disclosure pursuant to any Protective Order

issued in this case.
1. THE CONTEXT OF THE AGREEMENT

A. The Status of MPS’s Resource Plans

In March and April of 1995, in Case No. EQ-95-187, MPS filed with the Commission
its Electric Resource Plan. The ERP filing was reviewed by the Staff and the OPC as well
as intervenors and the findings were reported to the Commission. The reports and the
subsequent agreements between the parties associated with these reviews were also filed in
Case No. EO-95-187. The parties filed a joint agreement October 2, 1995. The Commission

issued an order in Case No. EO-95-187 on March 29, 1996 which incorporated the joint

agreement.

On January 28, 1998, MPS filed for an extension of time to allow the Company, Staff
and the OPC to work out a joint agreement respecting MPS’s next scheduied ERP filing. On
February 3, 1998, the Commission granted MPS its request for an extension of time. This
Joint Agreement represents the issues and procedures that the parties have negotiated to
replace MPS’s February 3, 1998 ERP filing, which was subsequently extended to
April 6, 1998 and later to April 13, 1998,

In a meeting held Jangary 22, 1998, MPS met with Staff and the OPC to present the
current status of its resource plans. There had been significant changes made to the plans

submitted in MPS’s April, 1995 filing for Missouri Public Service territory. These changes

mclude the foilowing:

1) Increases in the forecasted peak demand growth rate from t.8% to 2.8% and
in the forecasted energy growth rate from 2.2% to 3.0%: SCHEDULE FAD-6
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2) An additional summer purchase power contract between MPS and Kansas
City Power & Light Company for 30 MW for 1997, 60 MW for 1998 and 90
MW for 1999;

3) Negotiations for leased generation on 267 MW of combustion turbine
capacity, including 20 MW for 1999, 124 MW for 2000, 62 MW for 2002
and 61 MW for 2004;

- 4) Replacement of purchase power contracts, starting with 280 MW for 2000

and an additional 115 MW for 2001.

Additionally, during December, 1996, the MOKAN Power Pool ("MOKAN")
executive committee agreed to reduce the capacity margin requirement for its members from
15.3 percent to ;13.04 percent, effective for the contract year beginning June 1, 1997. MPS
is a member of MOKAN. This reduction was allowed within the guidelines of the Southwest
Power Pool ("SPP"). The SPP guidelines basically state that capacity margins can be as low
as 15.3 percent in any system without the performance of a loss of load probability ("LOLP")

study and that capacity margins can be as low as 13.0 percent if an LOLP study shows loss

of load probability of less than one time in a ien year period. The MOKAN and SPP LOLP .

studies that were performed supported a reduction in capacity margin for the MOKAN
system to 13.04 percent. This lower capacity margin requirement from the power pool

therefore reduces the amount of capacity which MPS has to have to meet reserve margin

reguirerments.

As a result, MPS's forecasted future capacity requirements are reduced. MPS’s

current 1999-2006 forecasts show a need for base capacity of 397 MW starting in contract

year 2000 and increasing yearly to 881 MW in the contract year 2005. This capacity need
SCHEDULE FAD-6
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comes from: the expiration of three existing capacity contracts; the expiration of leases on
several combustion turbine units; and projected load growth. MPS’s preferred resource
acquisition strategy is to issue a request for proposal (“RFP”) to fill part of the capacity
requirements, and to negotiate new lease arrangements. In addition, MPS will evaluate the
option of going to the short-term capacity markets.

B. Changes in the Electric ust

The changes in the electric industry since the Commission adopted its Electric
Resource Planning Rules have been extensive. In 1993, the electric industry in Missouri was
still viewed as having a vertically integrated structure in which the utility reading customers’

meters is the same one adding generation plant to meet the growing demands of those same

customers. Building new generation plants or long-term purchases from available capacity
were generally considered the standard ways to meet growing demands. Whilé competitive
bidding for supply-side resources was being considered by some utilities in Missouri, the
resulting short-term purchased power agreements were generally seen as a method for filling
in reserve requirements on a year-to-year basis and delaying construction of new generation
plant. In the context of emerging competition for retail customers, MPS is now focusing on
shorter term planning horizons and looking to short-term purchases acquired through
competitive bids as the preferred method for meeting resource requirements.

At the time the Commission’s Electric Resource Planning rules were adopied,
demand-side resources were generally considered as peak shaving or conservation. Peak
shaving had the greatest potential for lowering the present value of revenue requirements
withou! raising rates. Retail competition has raised a concern by the utilities about the

potential for conservation options raising rates and increasing the likelihood of losing
SCHEDULE FAD-6
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customers to alternative generation suppliers. At the same time, increasing competition to
be the customer’s energy services provider has resulted in most utilities focusing on planning
and implementing marketing programs, some of which have demand-side components.'
C Reports and Briefings During the Transitio

In Missouri, the next several years is being viewed by many as a transition period
during which the electric industry’s focus will be on issues surrounding retail competition.
To accommodate what is believed to be a workable transition for those resources involved
in the electric resource planning filings and reviews, this Joint Agreement proposes periodic
reports and twice-a-year briefings by MPS on its resource implementation plans.

The intcnt.of having scheduled briefings by MPS is to provide a forum in which an

ongoing dialogue will occur about the increasing effect that the potential for retail
competition is having on MPS’s supply-side and demand-side resource acquié'.ition Process.
The supply-side emphasis of these meetings will be on the emerging market structures for
wholesale generation resources. The demand-side will focus on the least-cost provision of
electric services for low-income customers. The primary goal of MPS’s planning process
will remain to provide low cost, safe, and reliable electrical energy to its customers while at-
the same time positioning the Company for possible retail generation choice.

The parties to this Joint Agreement recognize the Commission’s order in Case No.

EW-97-245 as having two possible connections to this Joint Agreement. First, a significant

'The distinciion between demand-side and marketing programs is that demand-side programs focus on
removing rmarket barriers that are obstacles (o customer implementation of energy efficiency measures, while .
marketing programs are designed to sell energy services in a market environment that is competitive. Energy L
services, at their broadest, are defined as products and services that are related to selling and delivering energy. In
the Stale of Missouri, entities other than utilities can offer energy services excluding energy itself, These energy
services can result in improved operational efficiencies to the utilities’ customers. SCHEDULE FAD-6
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level of resources will need to be devoted to the questions raised by the possibility of retail
competition. The time and efforts of those scheduled to file and review electric resource
plans takes resources away from these critical questions. Second, there are longer-term
questions about how the objectives of the Commission’s Electric Utility Resource Plannin g
rules might change or be better impleménted in the context of retail competition.

The intent of this Joint Agreement is to provide a way for the parties to shift the
emphasis from the filing requirements of the Commission’s Electric Resource Planning rules
as they apply to MPS’s second resource plan filing, and going forward on issues that jointly
relate to electric resource planning and retail competition. It is the hope of the parties that
this will free ségniﬂcant resources that can then be focused on the longer-term questions
concerning retail competition. One of the purposes of the scheduled briefings is to improve
the understanding of the parties regarding the impact of retail competition on the electric

resource planning process.

The briefings and periodic reports detailed in the next section of this Joint Agreement
are not intended to be a full and comprehensive substitute for the detailed analysis
requirements that are set forth in the Electric Utility Resource Planning rules. Therefore,
since this process is different from the requirements of 4 CSR 240-22, the objectives
achieved by this process may be different from the objectives that are set forth in 4 CSR 240-
22.010. However, the parties agree that this Joint Agreement constitutes a reasonable
alternative to (1) the reguirements in the joint agreement to MPS's March/April, 1995
electric resource pian filing and to (2) fult compliance with the rules for MPS's April, 1998
filing. MPS’s next filing pursuant to 4 CSR 240-22 is scheduled for February 6, 2001.

SCHEDULE FAD-6
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If the Commission rescinds or suspends the operation of 4 CSR 240-22 before the
requirements of this Joint Agreement are fulfilled, the parties agree that MPS will not be
required to continue the analysis and make the filings herein scheduled. If the Commission
modifies 4 CSR 240-22, or for any other reason, the Commission rescinds, suspends the
operation of, or modifies 4 CSR 240-22 before the scheduled dates set out herein, the parties
agree to renegotiate the terms of this Joint Agreement to meet the stated intent of the
Commission, and in the event that a new agreement cannot be reached, the parties may

present their positions to the Commission for final determination.
II. THE CONTENT OF THE AGREEMENT
Resource Plan Requirements:
In Jieu c;f MPS’s scheduled 1998 filing to meet the requirements of 4 CSR 240-22,
the parties agree that MPS will brief the Staff, OPC and intervenors on or about August 1,
1998; February 1, 1999; August 1, 1999; February 1, 2000; and August 1, 2000.
(1 These briefings shall include information on the following:

* Any changes in load forecasts for seasonal class energy and peaks
with an explanation for these changes;

* Any changes in implementation plans for both demand-side and
supply-side resources with an explanation for those changes; and

» Any changes in uncertainties, sensitivities, risks and contingency
plans with an explanation for those changes.

Load Apalysis and Forecasting Requirements

With respect to 4 CSR 240-22.030 and in lieu of its 1998 filing to meet the

requirements in 4 CSR 240-22.030, MPS will meet the following load analysis and
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2) In its August, 1998, 1999, and 2000 briefings, MPS will provide Staff,
OPC and intervenors with the information regarding the status of the

following activities:

» Update to its historical data base on driver variables, seasonal
energy and peak demands for its major classes;

* Forecasts of units and use per unit by season for the Residential
and Commercial classes;

* Forecasts of annual energy by end-use for the Residential and
Commercial classes;

» Forecasts of seasonal energy for all other classes;

* Forecasts of driver variables for all classes at the appropriate
level of aggregation; and

* Report on the load forecast that documents any changes made in
load forecasting methods, compares both load forecasts and

driver variable forecasts to historical trends and compares load
forecasts and driver variable forecasts to those from the previous

year.

Updated forecasts and historical data bases will be provided as developed by MPS
for planning purposes but not less than every three (3) years, first beginning August, 1998.
Supply-Side Resource Requirements:

MPS’s current 1999-2006 forecast shows a need for additional base capacity of 397
MW starting in contract year 2000 and increasing yearly to 881 MW in the contract year
2006. MPS plans to issue a RFP, utilize short term capacity markets and renegotiate the
combustion turbine leases to fill the capacity requirements.

With respect to 4 CSR 240-22.040 and in lieu of its 1998 filing to meet the

requirements in 4 CSR 240-22.040, MPS will meet the following supply-side filing

SCHEDULE FAD-6
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(3)

4)

6)

(6)

(7

In its August 1998, briefing, MPS will provide Staff, OPC and
intervenors with a summary report of a reoptimized supply side only
plan. The report will include a presentation on the derivation of avoided
costs that will be used in screening demand-side measures.

In its August 1998 briefing MPS will provide to Staff, OPC and
intervenors an update on the renegotiation of the leases for the
combustion turbine generating units, including an evaluation of possible
options, such as: renew lease on a short term basis, renew lease on a long
term basis, purchase the units, negotiate a capacity only contract, joint
ownership, or cancel the lease and replace the capacity with new units
or capacity contracts. This evaluation should include the possibility of

retail competition.

In its February 1999 briefing MPS will provide to Staff, OPC and
intervenors a summary report that evaluates the overall cost
effectiveness of maintaining versus refurbishing versus retiring of
existing generating units, taking into account the uncertainties associated
with the following areas - component failure, cost of replacement power,
availability of replacement power, peak load growth, environmental
regulations, fuel costs, and retail competition.

At the time MPS begins to implement a competitive bidding process to
solicit capacity for its forecasted needs, MPS will provide to Staff and
OPC copies of the competitive bidding RFPs at least 45 days prior to
sending out each RFP. Staff and OPC will review said RFP and provide
comments to MPS within 30 days of receiving the RFP.

Thirty (30) days before awarding contracts to successful bidders, MPS
will provide to Staff and OPC its evaluation of the proposals received in
response to its RFP for its forecasted capacity needs. This evaluation
will include the elements of risk analysis and plan selection as described

in 4 CSR 240-22.070.

Demand-Side Analysis Requirements:

Low-income customers face many market barriers when confronted with new energy

efficiency measures, the most obvious being high up-front costs. It is not clear that the

existing electric marketplace or the perceived future competitive market will meet these

customers’ need for energy services. MPS proposes taking an initial step towards meeting

this need by refocusing its demand-side efforts on this customer segment. Initially, MPS
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proposes working in conjunction with assistance agencies to identify low-income customers

who would benefit from the installation of energy conservation measures and assistance.

With respect to 4 CSR 240-22.050 and in lieu of its 1998 filing to meet the

requirements in 4 CSR 240-22.050, MPS agrees to the following:

(®)

®

(10)

In its August, 1998 briefing, MPS will provide to Staff, OPC and
intervenors a report containing the results of the survey and research
work it has performed in an attemnpt to identify “low-income” customers,
their demographics, and market barriers to implementation of energy
efficiency. If this report is not completed by this briefing, MPS will
provide a status report and a time line for completion. This report will
be provided to Staff, OPC and intervenors no later than MPS’s
February, 1999 briefing.

By November 1, 1998, MPS will provide a status report to Staff, OPC
and intervenors that outlines the progress it has made towards
completing the tasks set forth in item (10) below.

By February 1, 1999, MPS will perform screening analysis on demand-
side measures and programs for the low-income segment and identify

potential market barriers for participation for the measures and

programs which pass the screening test. By February 1, 1999, MPS will
provide a report to Staff, OPC and intervenors that: (1) describes said
screening, analysis and market barrier identification, (2) explains how
demand-side measures for the low-income segment are incorporated into
demand-side programs and (3) describes how these programs will be
implemented. This report will include

= For those measures that did not pass measure screening, but were
included in a program, a description of why they were included
in a program,;

* For those measures that did pass the measure screening, but were
not included in a program, a description of why those measures
were not included in a program;

+ Estimates of the demand and energy impacts of current and
planned demand-side programs and marketing programs
containing demand-side measures;
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» A description of the demand-side programs for low-income that
were explored or implemented in partnership with assistance

agencies;

« MPS’s progress in providing efficient basic service for low-
income customers and related programs for low-income
customers; and

+ Program descriptions, implementation dates, participation goals
(number of customers) and annual budgets for the current and
planned demand-side programs and marketing programs
containing demand-side measures.

(11) MPS will update Staff, OPC and intervenors in its twice a year briefings
on the status of its demand-side and marketing programs. These

updates will include:

* Demand-side measures included in all current and planned
demand-side and marketing programs;

* Estimated demand and energy impacts of implemented and
planned programs;

= Evaluation results on market barriers and customer market
segments;

» Implementation and evaluation schedules;

< A description of how MPS determined whether energy services
were offered for competitive purposes or for other purposes;

» MPS’s list of current and planned energy services that are or will
be offered for competitive purposes and those which will be

offered for other purposes; and

= An update of the partnership(s) developed with assistance
agencies to provide MPS’s low income customers with energy

conservation measures and assistance.

Contingency Plan Requirements:
With respect to 4 CSR 240-22.070 and in lieu of its 1998 filing to meet the

requirements in 4 CSR 240-22.070, MPS agrees to provide the following:
: SCHEDULE FAD-6
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(12) In its August, 1999 briefing, MPS will provide to Staff, OPC and
intervenors a contingency pian that includes the following elements:

* A set of contingency options that are judged to be appropriate
responses to extreme outcomes of the critical uncertain factors;

* Anexplanation of why these contingency options are judged to be
appropriate responses to the specified outcomes;

= A process for monitoring the critical uncertain factors on a
continuous basis and reporting significant changes in a timely
fashion to those managers or officers who have the authority to
direct the implementation of contingency options when the
specified limits for uncertain factors are exceeded; and

» Consideration of the following critical uncertain factors in MPS’s
contingency analysis with an explanation of how these limits were

determined:

@ The price of purchases of capacity and energy, as well as
how those prices might vary with increasing demands
made by MPS within a given year;

©® The amount of capacity available from demand-side
resources;

® The level of growth in summer peak demand and the
likelihood of achieving demand-side reductions;

@ The operational life of MPS’s existing generating units;
and

® Natural gas price and availability.

Filing Reguirements:

The parties to this Joint Agreement understand that if there are any significant
changes in the preferred resource plan which MPS currently has on file with the
Commission, the requirements of 4 CSR 240~22.080(I-O) stiil apply. Specifically, MPS will

notify the Commission within sixty (60) days of its determination to change 1ts preferred

SCHEDULE FAD-6

resource plan.
Page 17 of 19

213




WHEREFORE, the signatories respectfully request the Commussion to issue its order

approving the terms of this Joint Agreement as soon as practicable.

o

I&oger( W, Stemer
Assistant General Counsel
Missouri Bar No. 39586

Attorney for the

Missouri Public Service Commission
P.O. Box 360

Jefferson City, MO 65102

(573) 751-7431

(573) 751-9285 (Fax)

Qﬂmw u gmbwm [fz,xq

Thtnes W. Swearengen
Missouri Bar No. 21510

Attorney for Missouri Public Service
Brydon, Swearengen & England
P.O. Box 456

Jefferson City, MO 65102

(573) 635-7166

{573) 634-7431 (Fax)

- Respectfully submitted,

Lc is R. Mills, Ir.
Deputy Public Coun el
Missourt Bar No. 35275

Attorney for the

Office of the Public Counsel
P.0O. Box 7800

Jefferson City, MO 65102
(573) 751-1304

(573) 751-5562 (Fax)

CERTIFICATE OF SERVICE

[ hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel
of record as shown on the attached service list this 13th of Apnl 1998

/Z/ 1,
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