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Final Report to Gov. BobHolden c

- By theﬁMi‘sso;l_ri’ Energy Policy Task _F;orce S

S INTRODUCTION-AND ACKNOWLEDGEMENTS

| Ene.rgy.is a cotnpler(, conrtroversi_.alq toplc from the oomfort end _illnminetion.that energy
provides m our ev;eryday lives to Einstein’s profound formula that E = mc’, energy presents
universal issues. Energy creates and sustains life, but also causes struggle and conflict. Today,
particularly after the September 11 attacks on the United States, a balanced end prudent energy
policy is essential.‘ ' - |
. The Task F;orce'believes that the solution to-meeting fure energy needs and addressing
volatile pt'iees reql.:ttres sustained efforts. Conenmers must be reasonable in their expectations.
Energ} utilities and other suppliers must recogrﬁze that new ways of doing business ere essential
to meet public expectatlons and .to adapt to economic, technological and regulatory change.

’ I
Govermnents rnust understand that safe and reliable energy at reasonable pnces requires sensible

regulation and the promotion of sustainable energy policies. New technologles must be’

encouraged through éducation and the prudent use of ﬁscal and techmcal incentives. Consumers

should be better protected and glven appropnate opportumnes to provxde for their own energy

needs. The Umted States, as well as the State of Mlssoun must develop and carry out long-

™

range policies thatl_wﬂl promote energy mdependence and the secunty that it w111 bring to our '
k :

lives. These policies should include measures that address issues of both supply and demand.
In an effort to formulate an energy plan, the Energy Policy Task Force presents this Final
Report in ﬁdﬁlhnent of the tasks assigned to it by Governor Holden in February 2001. In the six

sessions where information was received, the Task Force heard from over 30 presenters, and has

iv:
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agreed upon a number of recommendanons to unprove Mlssoun s energy state of af‘fau‘s While -
. the recommendat:lon; ere not necessanly endorsed by each mdmdual member of the Task Force,
‘we have done our best to hear and consider all competmg v1ewpo1nts See Appendlx B (Task
i}
Force Activities). . ; :‘
This Report is‘ divided mtp three majoe sections:

* Protecting Consumers

Energy is now, more thdn ever, recognized as absolutely essential to our way of life.

During last year’s record cold Wmter the volatile natural gas and propane markets created
hardships for Mlssourlans trymg to pay their heatmg blIlS Gasolme prices rose and fell
throughout the year, often in paEJterns that seemed inexplicable; The Task Force recommends a

- number of policies ihatl shdiﬂd%e cdnsidered" to ‘ease the burdens of low-income and needy

.

consumers, as well ae to inform dlnd benefit the. pnblic at laege. '
* Encouragmg Energy E'fﬁeieney ‘& Conservation
Mssounans currently spend $12 b11110n each year on their energy needs. Because we
import more than 95% of the fossﬂ fuels we consume, most of this money leaves the Missouri
economy. An overview of M:ssoun 8 energy use and sources, authored by the Energy Center of
the Department of Namral Resources is contained in Appendlx C. The efficient use of energy
and the development of renewa‘ole energy sources in the state should boost Missouri’s economy
. and promote rehable supphes lSdstamable meréy technologles yﬂlI enable Mlssoun as well as
the United States, to become lees dependent upon foreign ;ources and to expand the domestic

industrial base. The adoption df such policies will permit Missouri to take advantage of the

| energy resources available to it, which a;'e summarized in Appendix D.
i




€ Wo'i-king with Public Utilities and Private Industry

M,lssoun 5! pubhc uulmes are financially healthy and are providing safe and rehable

l l’

. service. However,-‘ the advent of energy restmctunng pohc1es and the security threats raised by
- the September 11?’ attacks require that all segments of the energy industry, as well as
\i’ '

government, be responsive and flexible in dealing with these new challenges. We offer a

number of recommendations that we believe will enhance the supply of energy and preserve the
benefits of existiﬁé pdlicies.

The Task Fj:orce- expresses its thanks to Carol Gilstrap, the Governor’s Deputy Chief of

Staff, for her keen interest in our work and her valuable insight on many issues. Jeanne Martin

| .

of the Governor’s Office has been indispensable to solving numerous logistical problems and to

maintaining charmels of communication. Many other individuals have provided us with support

over these past months including Amta Randolph and Brenda Wilbers of the Department of

Natural Resources Energy Center; John Coffman and Ryan Kmd of the Ofﬁce of the Public

Counsel' Warren Wood'of the Public Service Commission; Assistant Attorney General John

Watson; and vanous representauves of Missouri’s public utilities who have prowded the Task

Force with mformatlon and analysis. The Task Force owes a special thanks to Susie McGuire

‘and the staff at Blackwell Sanders Peper Martin who ‘were instrumental in the compilation and
. publication of this Beport. )

Karl Zobrist, Chairman

Robert Bush

Jacqueline A. Hutchinson

Martha Hogerty

Stephen Mahfood

Kathryn Neison

Gene Oakley

Peter Shemitz
Russell Strunk
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Protectlng Consumers TR,

+

+

The Govemor Should Actwely Support $3.4 bllhon of Federal Fundmg for the

: Low-Incorne Home Energy Assxstance Program (LIHEAP) Annually -

~ The Division of Family Services Should Resume Participation in the LIHEAP
Leveraging Incentive Program to Provide A_ri__rirt_ronal Funds for Needy Families

The General Assembly Should Consider Revising Missouri’s Utilicare Law so
that its Guidelines and Administration are Consistent, Wlth the Federal LIHEAP
Programs

The General Assembly Should Consider Granting the Public Service Cormmssmn
Authonty to Implement Low-Income Payment Programs

Missouri State Agencies Should Increase Support for Weathenzatlon of Low-
Income Housmg

The Division of Famlly Semces Should Allocate a Portxon of LIHEAP Fu.nds for
“Summer Fill” or “Pre- Purchase” Programs of Bulk Fuels

The General Assembly Shou]d Consider Grantmg the Public Serv1ce Commission
Specific Authonty to Allocate Refunds Among Ratepayers

Encouraging Energy Efﬁc:ency & Conservatmn .

Missouri Should Fully Implement the Energy Efﬂmency in State Facilities
Program

M1ssoun s Fleet Vehicle Requlrements to use Altematwe Fuels Should be
Enforced and Expanded " -

State Agenc1es Achxevmg Savmgs ﬁ'om Energy Efﬁcrency Should be Rewarded

The Missouri State Office of Admuustratlon Should Implement “Performance
Contracting” Pnncrples to Achieve Energy Efﬁmency

Missouri Should Include ‘Energy Education in the Curriculum of Elementary and
Secondary Schools and Encourage it in other Educatlonal Institutions

Missouri Should Adopt a Mmlmum Renewable Portfoho Standard for Electric
Utilities

vii
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Workmg Wlth Public Utilities & Private Industﬂ - “_

.

- I\/hssoun Should Consider Financial Incentwes tC

'stsoun Should Encourage a Competitive Wholesale Electricity Market and

mrems g

The General Assembly Should Con51der Enactmg Leg151auon that Permits Net *
Metermg with Due Regard for Uuhty Safety and Rehabxhty

Promote Energy Efﬁmency and,
Renewable Energy

MISSOUI'I Utilittes Should Assess the Secunty and Reliability of Their =~
Infrastructure as a Result of the September 11 Terrorist Attacks
r

An Energy Policy Council Should be Established to Advise the Govemor on
Energy Issues and to Recognize Achievements in Energy Efficiency and the Use
of Renewable Energy

|
The Public Service Comm1s51on Should Consider Implementmg Time-of-Use
EIectnc Rates '

I

Reglonal Transmission Organizations
]

The General Assembly Should Consider Leglslatlon to Create Mummpal Utility

Dlsil:ncts

Missouri Should Promote the Distribution of Energy Information and Consider
Legislation to Enhance the Attorney General’s Power to Deal with Price Gougmg

| .
The Public Service Commission’s General Ratemaking Authonty Should be -
Retamed

MisSouri Should Approach Electric Resmxcturing Issues 'with Caution

U‘nht1es Construction Work in Progress (CWIP) Should Not be Included in Rate
Base at This Time

) ,ThepRecommendanns of the PSC Natural Gas Task Force Report of August 29, .
12001 Should be Implemented

viti
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E L L Protectmg Consumers

Most Mlssoun families faced uneXpected‘ ﬁn.ancml pressure from sharp inicreases in
L

- energy costs last wmter, but those famlhes hvmg in or near poverty were faced with the greatest

- ha;c_ishlp. Low-mco;lse famlhes, Who often have barely enough to meet their basic needs, found

themselves unable to provide food, shelter, medicine and othér necessities, in addition to their

'enE:rgy bills.

The stress that increesing energy bills place on family budgets hes serious ramifications.
A 1995 study of Missouri households suggests a strong link between energy bills and the forced
mobility of ldw-mcp@ families, as well as the resulting impact on the health and educational
sucﬁess of young children."

'A generally accepted measure of a consumer’s ability to pay fei‘."eriergy is the “energy
burden,” which can beA used to gaﬁge the gravity of recent energy cost increases. A household’s
energy burden is the household energy bill divided by the household income. In 1999, families
lising at the median income spent 4% of fheir incdnse on utilities, while the typical low-income
family spent 14% of 1ts income on utiliti.es.r .Thati- pescentage' increased dramatically this past
winter for Iow_-incoxﬂe fersﬂies. According to _natier__ml averages, the poor will sbend one-fifth of

their income on utilities this year, and due to the extreme cold in the Midwest the percent of

income spent on utxlmes by low-income families m Missouri was closer to 26%. It was not

uncormmon dunng thlS past winter for seniors or famlhes w1th small chﬂdren to have a single

monthly bill ranging from 50% to 100% of their monthly incoms.

! Colton, “A Road Oft Taken: Unaffordabie Home Ehergy Bills, Forced Mobility and Childheod Education
in Missouri” {June 1995).




AQ_ Affordabmg Programs -

There 1s w:de consensus that umversal s

rice should be an unportant goal of any energy
pohcy ' “Umversal service” refcrs to the 7 y accopted pohcy that aJl consumers should
have rehable pubhc utility services avallable to them at ]ust, reasonable and affordable prices.

Umversal service discussions oﬁen focus‘ 01_1 those pohmes, practices and services that are

designerdrto help Iow-income conouxoors mamtam utﬂlty ééﬁioc By makmg it more affordable.

Affordability programs for low-income customers include: federal and state energy
assistance progrm:is; private non-government energy assistance programs;'lo'w-income payment
programs; and weomeﬁzaﬁon orogré'ms. Each of these is discussed below along with related

recommendations. =. -_
: 1. Fodloral En.erg}:. A.s'sistonlce' ‘

The federalj Low Income Home Energy Asoistance Progr:.;.m (LIHEAP) is one of the most
critioal componeniits of the social séfety net. The program prov1des heatmg and coolmg
assistance to approxunately 110,000 M1ssoun low-mcome households mcludmg many of the

“working poor,” who are making the diﬁ'xcult transmon from welfa.re to work, along with a large
number of md1v1duals with d1sab111tles seniors and families w1th young children. Missouri’s
Division of Famll; Services (DFS) admuusters thls program statew1de LIHEAP prov1des direct
vendor payments to oss1st fmmlles w1th an moonjo_ below 110% of ?h;c Poye_;ty Index (125% for a
family size of 1 orI 2). Although the maximum incoroe eligibility for a faroily of three 1s $1,297
per month, the avefage income of families applying for assistance is less than $700 per month. |

I.n_accordalrace with federal guidelineé_, a percentage of LIHEAP dollars is allocated for
crisis intervention and is intended to assist fannhes 'e“xperiencing utility problems that cannot be

resolved with LIHEAP assistance. The Energy Crisis Intervention Program (ECIP) is



admjnistex"ed_iby Corbmunity Action Agencies throughout Missouri. ‘ ECIP provides direct

assmtance to clients who have ut1ht1es that have been shut off or are in threat of dlsconnectlon _

ThlS program as31sts fam1hes at 125% of poverty, however, this eligibility level was raised to S

150% of poverty during the winter of 2001. This esmstance may be expended during the winter
fer 4 primary heating source (gas, oil, kerosene, or wood), or for a secondary beating seurce,
typically electric sel:'v"ic'e. A portion of ECIP assistance funds is allocated for summer cooling
assistance. Tbese funds are used to provide cooling assistance to families demonstrating a need,
with priority given tor'the elderly and di.sabled. families.

' Although Fiseall Year (FY) 2001 LIHEAP funding (including emergency funding) totaled
approximately $51.4 million for Missouri, this amount was not adequate to aseist many eligible
families. 'FY 2001 ﬁlnfii_ng.inefee.se_d the basic LIHEAP gran't‘by 10% z’ind. raised the income
eligibility guideline for crisis assietance to 150% of the poverty level. See Appendix E (LIHEAP

Fundmg, 1981-2001). However, the funding did not permit an increase to b"'aéic‘LIHEAP income

ehg1b111ty As a result, many workmg poor families and elderly persons w1th moderate Social
Security beneﬁts were not e11g1ble for the basu: LII—[EAP grant. Many fa.tmhes seeking help
were denied due to mcome constramts See Appendlx F (Families seekil_lg assistance and those
denied by county in Missouri for FY 2001).

On August 2, 2001 Missouri Pubhc Service Comrmssmn Chalr Kelvm Simmons alerted
federal dec:s1on makers that MISSOUI‘I is facmg a potennal Crisis as a result of }ugh energy bills
incurred by low-income consumers to heat their homes last winter. In a letter urging greater
LIHEAP ﬁmdmg, he pomted out that rnany low-income families have already been or soon will

be disconnected for non-payment and will enter the next cold weather season without heat.



See Appendtx G. 3

In August, the U. S House ‘of Representatives passed H.R. 4, the Securing Amenca 5

Future Energy Act of 2001 (SAFE) blll, whrch would increase LIHEAP funding to $3.4 billion.

_- for FY 2002 through 2005 H.R. 4 would also increase the authorization level for the federal

weathenzatron program to $273 million for fiscal year 2002, $325 million for fiscal year 2003,

$400 million for ﬁscal year 2004, and $500 million for fiscal year 2005. The current

recommendatron contamed in the Presrdent ] budget is $1.7 billion for LIHEAP annually,

including $300 mil‘lion in emergency funds. Both the House and the Senate are currently
considering funding levels. -

_ ié
Task Force Recommendation

The Governor should actively support federal funding for LIHEAP at the minimum

. annual level of $3 4 billion along with “forward fundmg 50 that MlSSOllrl mrght have _
“sufficient funds avallable before the onset of each winter.- -

£
.

i : .
2. . Levéragjng for Additional LIHEAP Funds

7 Srnce 1991 state LIHEAP dxrectors have had the opportumty to participate in the

LIHEAP Leveragmg Incentive Program, established under the 1990 reauthorization of LIHEAP.

~Under the progra.m ‘state grantees are rewarded for acquiring non-federal home energy resources

f'or Iow-mcome households Incenttve funds are awarded to those states that use therr own funds

or other non—federal funds to supplement or leverage federal LIHEAP dollars. These awards

vary based upon the amount of ieveraged ﬁmds a state can 1dent1fy in relanon to all other states.

;
l

The ma_]onty of leveraged resources 1dentrﬁed by state grantees comes from state or local
govemment funds and energy vendor “fuel fund” programs prov1dmg financial assistance and

weatherization. Other resources include utility support programs, weathenzatron supphers,

[
|
churches, charities, community groups and weatherization funds from landlords. The



”

Fund” is a program for appropnatmg state funds for both energy assrstance and weathenzatron

federal Department of Health and Human Servrces, but no such requests have been subrmtted in

the last five years.. © SRR

Task Force Recommendation

" The Division of Family Services should f_esume participation in the LIHEAP leveraging

incentive program io provide additional funds for needy families in Missouri.

3. State Energy Assgistan'cé

State energy assrstance 1s the second most crucral component of the energy ass1stance

safety net. Although federal fundmg for LII-IEAP mcreased in ﬁscal year 2001 1t is estlmated

that federal dollars will meet only 30% of the need for assrstance. The “Utlllcare Stablhzatron

2

This program was created in 1979 and significantly rev1sed in 1997 tis admrmstered by the
Division of Famﬂy Services but under different guidelines than the LIHEAP and ECIP programs.
Th13 program permrts grants of $150 for families at or below 110% of the poverty level and to
semors and mdrvrduals w1th drsablhtles B L '

The availability of state fundmg to supplement federal programs is especrally important.
ngen the varrabrhty of resources and the var1a‘o111ty of need from one year to the next. Despite
strong support from Missouri’s Congressional delegation, federal LIHEAP funding levels have
varted significantly over the pas't.ten yea.rs..' & Appendir( E. In addition, the variabil_ity_of the |

winter weather can cause peaks of energy consumption that quickly generate a large demand for




low-income energy:assistancoe_, compounding the problem of variable funding. ‘Furthermore, as

Missouri’s experience last winter illustrated, a sudden rise in natural gas prices can greatly

increase the amount of éx;ergfr assistance needed in a giv'enryear.

Currently, tﬁe conditions for receiving Utilicare assistance are very restn'cti\-/g.” A family
must have an income below 110% percent of the poverty level and canﬁot have fecéivéd more
than $150 in assistance from the federal LIHEAP program in order to be eligible for Utilicare
assistance. See Sectlon 660.120. This eligibility prov151on actually prevents the poorest families
from beneﬁtmg ﬁ'om Uullcare The average family, who receives an average of $235 from

" LIHEAP, cannot receive additional assistance from Utilicarc.
The Task Force believes that it would be more appropriate and more efficient for future

energy assistance ai)propriatidns to be administered under the same gﬁidéiines established'l.ay the
- ! : - :
State of Missouri for the administration of LIHEAP funds. A wide range of stakehoiders

representing varyiné perspéctives ﬁuppc;ft this goal. These stakeholders include many members
‘ i

of Missouri electric and natural gas providers, low-income advocates, consumer advocates, and

;
several state agencies and organizations.

The current:‘i delivery method for energy assistance is administratively burdensome as it
requires the Divis_ic!J:n of Family Services and community action agencies throughout the state to
acilmirni‘sterr assi§tarf§ ‘pursuant to d;'fferent g_gidelines for state and _fgdera] funding sources.
Utilizing consiste:&t guidelines for both funding sources would permit a more efficient
administration of t;ﬁetotal funds that are available. LIHEAP guidelings have been proven to

work effectively f&r many years to direct those funds that are available in any given year to the

' families . that are in greatest need of assistance and that would be appropriate for any

2 See § 660. 100 et seq., Mo. Rev. Stat. (2000). Ali future statutory references are to the Missouri Revised
Statutes (2000) unless otherwise noted.
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supplemental state ass1stance that becomes avarlable to be administered under the same

cond:tlons Appendlx H contams language that would accomphsh these changes.

1‘.~

Task Force Recammendauon L} :

The. Task Force recommends that the current Utilicare Law be revised to make its
guidelines and its admuustrat:on consistent with the federal LIHEAP programs.

i
l:

4,  Low-Income Pavment Programs
Low—income'payment programs are offered by many utilities and other energy providers
across the country to help low-income customers - avoid disconnection of service. These

programs are often voluntary, but ‘have also been unposed 1eg1slat1vely or by order of the state

public unhty comrmssmn. There are numerous types of low-income payment programs,

' including (1) umform rate d1scounts to mcome-ehglble households, (2) income-based rate

discounts, (3) margmal cost rates, (4) percentage of income payment plans (PIPs), (5) percentage
of blll;plans, (6) a fixed credit approach, and (7) customer charge waivers.

A variety of. other relétted programs can enhance low-irlcome payment programs.
“_Arrearage forgi.veness”' progra:ns -can. elixrtinate ra port.ton of thehcustomer’s debt after a series of
timely bill payments. _Weaﬂlertzaﬁon programs can be combined with low-income payment
programs to ttelp rednce the amount of assistance needed.

Many of these programs lmk a custorner ] monthly ut111ty payment to the customer’s
income. These programs insure that Iow-mcome consumers do not pay a d1sproport10nate
percentage of thetr income on utthty costs. Customers enrolled in this type of program agree to
make monthly payments o theirntility based on honsehold size and gross income. The monthly

payment will be less than the bill for service, while the remaining portion of the bill 1s paid by

other assistance funds. The utility would recover any remaining shortfall in rates.




_ Low-mcome payment programs are based on the recogmtl 'n that many_ low-mcorne_ ”

customers are unable to pay therr total bllls 'The unsustama €. energy burden for these -

customers results 1n nonpaymentand a large proportxon of a ut111 “bad debt expense is

associated with low-mcome customers Energy compames spend large sums of money on

collection act1v1t1es as well as the dlsconnectron and reconnectlon of serv1ce for these customers

The costs assoc1ated wrth bad debt, collectron and drsconnect/reconnect expenses are recovered
from all consumers generally through utility rates. Proponents of low-income payment programs

maintain that reducmg these expenses justifies low-income payment programs as a more efficient

way to provide serv1ce to low-tncome customers.

States that have considerable experience with Iow-mcome payment programs include

Pennsylvama, New York, Oth Mame New Hampshrre Colorado, _Cahforma and Wlsconsm
Evaluations of these programs performed by Pennsy]vama utllrty companies have recogruzed
that they result in dramatrc cost reductions in customer dlsputes, new payment arrangernents,
cancellation of payment plans, and termination of service. One namral gas eOmpany found that
after two years the program was not only revenue neutral, but was revenue positive.

After rev1ew1ng the Customer Assistance Programs (“CAP”) Wthh 1t oversaw, the

Pennsylvania Public Utility Commission stated'

The results of CAP rmpact eva]uatlons show that partrctpants enrolled ina
'CAP increase the number of payments they ‘make while maintaining the same
level of energy usage... More importantly, the results of two impact evaluations
show that CAPs support the principles found in the CAP policy statement, namely
that an appropriately designed and well implemented CAP as an integrated part of
a company’s rate structure, is in the public interest. Further, the results show that
CAPs can be a more cost-effective approach for dealmg w1th issues of customer
inability to pay than traditional collection methods.?

3 In re Revisions to the Customer Assistance Program Policy Statement Made Pursuant to 52 Pa. Code
Chapter 69, Docket No. M-00991232 {(Pa. P.U.C., March 1999). :



o

A low-income pilot program will be implemented, for,'_the }fi.tst 5time iri Missouri under a

snpulanon and agreement that concluded Missouri Gas Energy s most recent rate case The

two-year pllot program is being funded by the addition of $ 08 to the resxdenual customer charge '

It will be available to 1,000 re51dent{1al customers in Joplin, Missouri whose famﬂy incomes are
at or below the federal poverty level. Customers at 50% of the_poverty level or below will
receive a fixed bill credit of $4Q a month and customers at Sll% to 100% of poverty will receive
a fixed bill credit of 520 per month. An independent third party will evaluate the program at the
end of two years.

Task Force Recommendation

The Task Force recommends'legislation that would explicitly authorize the Public Service
Commission to lmplement low—mcome payment programs. o :

The followmg Ianguage is based on recent Minnesota leglslatmn and would authorize
the implementation of low—_mcome payment programs for p};bhc utilities:

Notwithstanding any other provision of this chapter, thé commission may
consider ability to pay as a factor in setting utility rates and may establish
programs for low-income residential ratepayers in order to insure affordable,
reliable, continuous service to Jow-income utility customers. The purpose of low-
income programs is to lower the percentage of income that low-income
households devote to energy bills, to increase customer payments, and to lower
the utility costs associated with customer account collectJon activities, In
ordering low-income programs, the commission may require public utilities to file
program evaluations, including coordination of other available low-income bill
payment and conservation resources, and - the effect of the program on
(1) reducing the percentage of income that participating households devote to
energy bills; (2)service disconnections; and (3) customer payment behavior,
utility collection costs, arrearages and bad debt.

¢ In re Missouri Gas Energy, Order Approving Second Revised Stipulation and Agreement, Case No. GR-

2001-292 (July 5, 2001).
5 2001 Minn. Sess. Law Serv., Ch. 212, Art. 4, § 4 (West)."




5. Weather:zatlon Progx_-ams

In 1977 usmg federal funds under the Low—Income Weatherization Assistance Program

(LIWAP), MlSSOllI‘l launched a program to weatherize the homes of low-income, elderly and
: |

ha.nd.tcapped c1hzens The program has evolved from humble beginnings applying generic low-

- technology solutmns such as plastic film window covers and storm doors, to bu1ldmg-spec1ﬁc
u

solutions that rely on modern instruments and computerized energy use analyses. The

-
weatherization of I:é;w-income housing results in predictable savings and improved comfort and

safety. Weathen'za&ion of homes secks to reduce air leaks, improve the efficiency and safety of

major energy systeins such as furnaces, and reduce energy losses by insulating the living space.

: b : "
~ Onaverage, weaﬂl.?nzatton reduces the consumption of natural gas used to heat a home by 20%.
Since 1977 over 138,000 homes have received weatherization improvements in Missouri.
A May- 1999 eva}mtion of the Missouri Gas Energy’s Low-Income Weatherization Pilot

Program found thaf weatherization i;npmvements to Missouri housing cost $2,096 per residence,
with a.ﬁ average éﬁféctive life of 20 years. They yielded an average savings per residence of
$3, 403 over the 11fe of the improvements. These est:mated savings are based on the Department
of Energy ] 1999 Annual Energy Outlook’s forecast of a steady decIme in energy costs over the

\
next 20 years, with prices in 2018 15% lower that actual costs in 1998. Energy prices in the

|
winter qf 2(.)00-20.0;21 :'_sii_g'gcst that actual savings were n':mch higher.”
Despite 24 |years of improvements to Missoﬁri’s low-income housing, rﬁuch remains to
be done. State and federal funds ava11ab1e durmg thc cun'ent ﬁscal year total $4,885,000, enough
'to make unprovements to approxnnately 1,500 homes. In contrast, a recent estirate of

Missouri’s housmg indicated that there are 447,000 low-income residential units in need of

weatherization services.
I
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“w

~ programs for the Weathenzathn of low-lncome he

in substantial savings_ to utilities. These non-energy savmgs mclude reducuons in working

capital expense, uncollectable accounts a.nd credlt_ ancl "IlTe'_cdqn' eXpenses. Two studies
identifying utlhty benefits from weathenzauon programs mclude‘

* A March 1998 report on the MJSSOUI'I Gas Energy Pilot Weatherization

- Program which found that the program “is successful at reducing customer

debt for the participants who save energy. and that the arnou.nt of the
arrearage reductxon is proportional to the a.mount{of the savmgs

¢ - The Pennsylvama Low-Income Usage Reducnon Program found that the
delivery of weatherization assistance improved the - payment patterns of the
treated low-mcome households :

In recent years, uulmes regulated by the Pubhc Service Comrmssmn have funded pilot

n_lce utilities have an interest in

reducing arrearages, and weatherization has bee;i: d ed to be a cost-effective way to

increase energy efficiency and reduce deliiiﬁuent accounts, funding for low-income

weatherization should be a component of low-inco f ility programs. In recognition of

the potential benefits to both ratepayers and utiligieS, the Qomx__ms.sionf's' Natural Gas Commeodity

Price Task Force Final Report recommended that-“the. Commission should pursue incentive
measures for encouraging energy efficiency.”

Requiring LIHEAP recipienfsf to apply for weeﬂxenzaﬁdﬁ improverments would assure

that those in need of financial assistance occupy homes that__have been made as energy efficient

as is feasible with the available weatherization funds _ Féder__:_a_l___i}HEAP provisions allow states

¢ “Final Report of the Missouri Public Service Commission’s Natural Gas Commodity Price Task Force,” In

re Commission Inquiry into Purchased Gas Cost Recovery, Case No. GW-2001-398 (Mo. P.S.C., Aug. 29, 2001) at
4, 58-60 [hereafter cited as PSC Task Force Report].




to earmark up to 15% of each year’s LIHEAP award to the weatherization of hdmes ' Mi"ssouri is
- one of only seven states that does not invest a portion of its LII{EAP funds to reduce the need for '
ﬁJ.ture energy assxstance payments Between 1982 and 1987, Missouri did earmark a portlon of

the LTHEAP funds to weathenzanon.

Finally, Section 660.135 of Missouri’s Utilicare Stabilization Fund should be a‘rﬁended S0
B it is consistent with%fcdefal guidelines, The federal prograni uses a coﬁlputerized Acnergy uses

analysis to identify cost-effective efficiency measures that are candidates for weatherization

funds. Revising tl;:w section noted above to require that when Utilicare funds are used,

weatherization improvements are to be conducted consistent with federal guidelines would
. b '
o L . . ‘
minimize ad:mmstra_twe complexity and resulting costs.
:

Task F orce Recommendatzon )
[
I
Missouri should increase state support for low-income weatherization.

* The Publlc Semce Commlssmn should mclude fundmg for weatherization of
low—mcome housing as a component of low-income affordability programs.
¢ The Department of Social Services and the Department of Natural Resources

should develop a simple method where applicants for energy assistance funds
must also apply for weatherization assistance.

g M:ssourz s Utilicare statute should be revised to be consistent with federal
weatherlzatlon guidelines. See Appendix H.

* Mlssourl should dedicate 15% of LIHEAP funds for weatherlzatlon to curtail
the qeed for future energy assistance payments, understanding that in years

of gréat need this percentage may need to be lowered.
i

‘l
6. Summer Fill Programs for Bulk Fuels
Approxmately 23,000 of the 110,000 families who received LIHEAP heat their home

with “bulk fuels” such as propane and fuel oil. Some states set aside a portion of their regular
L o

LIHEAP or LIHEAP leveraging funds for “summer fill” programs or pre-purchases for these
[

customers. This allows fuel to be purchased during the summer, at a reduced rate, for use in the

12



fuel prices.

: save ‘money and :rnprove :

relatronslups w1th bulk fuel vendor For example anesota has obtained pnce dlscounts as

- well as waxvers of secunty deposrtsA late pay charges and dehvery ees from, over 100 011 and'

propane dealers In addltlon to the cost savmgs assoc1ated w1th summer .dehverres this program

allows vendors to plan and schedule deliveries before thé onset of cold weather Connecticut
provides one mmal summer purchase and the delivery of $200 to each household that received
“bulk fuel” beneﬁts in the mmedzately preceding LIHEAP heatmg season. Such purchase and
delivery occurs in August as a prepayment for the coming heating season. Connecticut reported

that providing “summer fill” saved the state LIHEAP program rre_arly 11% over fall and winter

Establishing a summer fill program assures adequate en gy supphes before the normal
rush if winter heating demands, and prov1des addmonal support in the event of dlSI’llpthIlS or
Propane is also used to support commercial operations, produce goods, dry grain harvests and

fuel vehicles. While commercial users have more flexibility in switching fuels during the winter,

Tesidential customers do not.

Propane is moved by pipeline to six terminals i in Mrssoun and transported to propane

" retailers and, in turn, their customers by truck. Last w1nter the extremely eold and severe

~ weather led to energy emergencies andreqmred propane .re_tall_ers_ to exrend t}_l_e_u dnvm g hours'to

insure delivery of fuel to customers. DNR Energy Center survey'da'ta showed that residential
propane prices inefeased up to 80% as a result of the cold weather, limited inventories and
constrained supply. The situation was made worse by the uxipreee:deoted demand from a large

number of residential customers who waited to contact their suppliers until their tanks were

13




nearly empty. A]lowmg LIHEAP rectplents to ﬁll theu' tanks durmg the summer wﬂl help to C

lessen these fuel d1frupt10n problems in the future

Task Force Recom'mendation

The Division of Famlly Semces should allocate a pOl’tlDl.'l of the LIHEAP funds for‘
“summer fill” or pre-purchase” programs. . .

B. Public Sert';ice Commission Authority to 'Al'locate Refunds an.'lonAg- _I'ia.teg' az_‘et‘s o

|s
During the '!wi.nter of 2000-2001 natural gas pn'ces increased to levels that had never
I
before been expenenced At the same time certain funds became avatlable through the
settlement of cases pending before the Federal Energy Regulatory Comnnssron concermng

Williams Gas P1pe1me Central’s storage service. thlgatxon before FERC resulted in a refund

order of approxnnately $620 000 to Mtssoun Gas Energy (MGE) to be passed through to its

customers. : _
The hlgh pnce of natural gas caused MGE to suggest that the thhams refund be directed
to low-income and other needy customers. The Staff of the Publlc Servme Comrmssron and the

Office of the Pubhc ‘Counsel opposed the request of MGE to dlstnbute the refunds to low-

: mcome customers They argued that Sections 393.130.2 and 393 140(11) set out the

) Comrmssxon § authonty to grant refunds and the procedure th mnnssmn | must use to

dlstnbute those refunds Staff and Pubhc Counsel argued that refunds were only lawful pursuant

-to those statutory sectlons when uniformly extended to all under Illce circumstances. - After

briefing and argument on the issue, the Public Service Commission agreed in a 3-1 vote. See In
b
re Missouri Gas Energ}[, No. GE-2001-393 (March 6, 2001) (Sir_umon_s, C, dissenting),, )
The Task Fdrce recommends that Chapter 393 of the Missouri Revised Statutes, which

regulates natural gas corporations among other entities, be amended to provide the Commission
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tile i:)éwer-to'di'der li;mite;i types of reﬁ.mds to assist needy ratepayers. New Section 393.143
wauld grant the Comm1ss1on authonty to allocate sums representing unauthorized use charges, .
--penzrllnes or refunds from mterstatc or intrastate plpelmes received by gas corporations among
ratf.:.-p.ayers ina ﬁlanner consxstent w1th the public interest.

The Task Force belleves the following language will accomplish this purpose:

‘New Section 393.143 to Chapter 393, Missouri Revised Statutes

. Notwithstanding any statutory provision of this Chapter to the contrary,
the Cormmss:on shall have the authority and discretion for good cause shown
upon notice and after an evidentiary hearing to direct that sums representing
unauthorized use charges penalties or refunds from an interstate or intrastate
pipeline, including interest on such sums, received by a gas corporation, as well as

" any penalties resulting from the operation of 2 gas corporation’s tariffs, be
allocated among ratepayers in such manner as the Commission finds to be in the
publi¢ interest. -

The proposal is éufﬁcielntély‘ iﬁroad fo perrmt the Public Se.rvi-ce Commission to fashion a
remedy that could benefit réside_ntial ratepayers not eligible for LII—IEAP ﬁmding, such as __'Ehe
: refﬁedy récently ordered by the Kansas Corporation Cormnission.‘7 This proposal would also
permit the C(;nmlission 10 o;dér fefunds to seléc:fed commercial users who, for example, are not-
- for-profit corboratioﬁs providing temporary shelter and residential care facilities to the poor.

T, aék Force Rec'omméndatioﬁ

The General Assembly should cmmder amendmg Chapter 393 to grant the Public Service
Commission greater authonty to allocate reflmds among ratepayers.

! In re Greeley Gas Co., et al., No. 99-GRLG-405-GIG (Kan. Corp. Comm’n, May 3, 2001), clarified

. (June 28, 2001})(eligibility limited to residential ratepayers with family income at or below 300% of the federally
defined poverty level who did not receive a full LIHEAP benefit).
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- State Government and Programs Related to Faclhtles, Vehlcles, Energy Savings and
U Edncahon | '

The Task F'oree recommen'dsl'mat the Government of the State of Missouri lead the way
toa comprehenswei energy pollcy by settmg the example State law cunenﬂy contains a number
of goals and ob_]eeuves for state facﬂlnes and veh1cle ﬂeets that are not being attained. By

assuring that existipg standards are being met and setting attainable goals in other areas, state

government can re:_iuce its energy consumption and costs, but more itnp_ertanﬂy set an example
for its citizens to fo‘h'llow. | |
1; .

" The Task F orce makes these spec:ﬁe recommendanons

1 The Energv Eﬂ'iclencv in State Faclhtles Proggam

Dunng the past four ﬁscal years, the Department of Natural Resources Energy Center

has used $450, 000 of petroleum violation escrow funds (pursuant to Section 8. 849) to pay for
|
audits of state-owned and state-leased buildings. Approximately 5% of state structures have

been audited. Th‘;e audits idenﬁﬁed energy-efficiency measures exceeding $7.5 million that
could achieve annual savings of more than $1.3 r'nillion. About 20% of the dollar-value of these

. projects has been nnplemented and savmgs are now bemg ach1eved

\ _
However, the state can and should do _bet_ter._ ‘Missouri has approximately 62.5 million
square feet of state-:'owned buildings.” Assuming that energy use costs an average of $1.2 5/square
| : '
foot for these structures, annual state energy costs exceed $78 million:® Currently, Section 8.835
13

" requires the Ofﬁcé of Administration to initiate all projects with a simple energy savings

payback period of ﬁve years or less. If such a plan were implemented on a comprehensive basis,
|

8 The $1 25/square foot figure for energy costs is based on an analysis of a sample of utility bills from 1998,
adjusted for inflation, prepared by the Department of Natura] Resources” Energy Center.
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the State of MISSOUH would achxeve s1gmﬁcant savmgs exceedmg several million dollars

annually on its energy bills. We cons1der the! emstmg statute to be the mlrumum goal for state

government. Many energy retroﬁt pro;ects w1th payback .:pen-ods exceedmg ﬁve years have-
merit and could result in savmge sxgmﬁcantl_y exceedmg sever_al million dollars on an annual
basis. R 1 |
~ In any renovation of Staie buildings, including state higher education buildings, cost-
effective energy efficiency and retrofitting projects should be i.mplemen.ted. te achieve at least a
20% reduction in energy consumption. Such savings can be achieved if the structures are
designedl to meet the ASHRAII'E' 90.1 | (1_999) rmmmum energy efﬁciency standards.” In
constructing new bui'ldiggs, the sfate should be able to accomplish 30% to 50% in energy savings
by mcluding'Cb_st—'effect%Ve ehergy eﬂieierit eéquipment, hidteﬁels'eﬁd '_dersign: techniques into the -
building design. E‘xisting. law requires that such new and renovated st'atev buildings, at a
minimum, meet nationally recognized ASHRAE 90.1 standaet:{s. 'Because projects can exceed
ASHRAE 90.1 anc:i remain cost-effective, the state shoulci exceed' these standards where
appropriate to maximize energy'sefings. — | |
The new arena planned for the University of' Missouri at Columbia, ae well as other nev‘v
major projects where state funding plays a major role, should be designed to serve as national
examples of energy efﬁclency |
In addltlon 10 mxplemenﬁné cun‘ent stat.utory requuements, leg1slat10n should be enacted
to achieve the following goals:
a. Require all state buildings to be analyzed for energy efficiency by

the end of Fiscal Year 2008, including data on energy consumption
and cost. Such analysis or audit should quantify the annual lost-

9 The Amencan Society of Heating, Refrigerating and Air-Conditioning Engmeers (ASHRAE) standards are

incorporated into Missouri law under Sections 8.812 and 8.837.
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opportunify costs for not implementing an energy efﬁciency
program.

b. .~ Extend the reach of Section8.835 to require that all- energy - e

projects with a simple energy savings payback penod of 15 years -
or less must be initiated.

c. Require that all designs initiated for construction or renovation of a -
- state building maximize energy savings and exceed minimum
ASHRAE standards whenever cost-effective. The use of life-cycle
cost analysis should guide the determination of the cost
effectiveness of design components for new buﬂdmgs and energy
retrofits of existing buildings.

Task Force Recommendation
The Energy Efﬁciency in State Facilities Program should be fully implemented.

. All state buildings should be analyzed for energy efﬁcxency by FY 2008.
. MaJor new. projects, such as the arena planned for the University of
o stsoun, should exceed ASHRAE 90.1 standards where feasible.
+ Sect;on 8.835 should be extended so that all energy projects with a simple
enet':gy savings payback period of 15 years or less are initiated.

2. Fleet Management Requirements to Reduce Fuel Consumptmn and to Use
Alternatlve Fuels

A fleet managemcnt program with a fuel conservation pian for state vehicles currently
L‘ .
exists, pursuant to Section 414.400, et seq. However, the Task Force believes that it should be
' o .
expanded so that by 2012, 50% of all state-owned and contract vehicles capable of operating on

alternatlve ﬁ;el wﬂl actually be operatmg on such fuel Currently, Missoun' law requires that
N ‘!

30% of all fuel plilrchased annually for such vehicles be an alternative fuel, provided that
alternative fuel refuehng stations are available. Alternative fuels include alcohol-based fuels like
methanol and ethanol as well as natural gas, 11queﬁed petroleum gas hydrogen and electricity.

In order to lmake these goals attainable, the state should devote resources to the

development of refu?ling stations for alternative fuels, which will aid in state agency use, as well

as public use of altefnative fuels.
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schieve this goaI _ 'fﬁ
Task Force Recommendation L

Existing fleet manaii;emént requirements should be enforced and expanded.

;
. e
K ‘

3. . Stateff{\gelicies A'_::hievi.ng Savings from EnergyrEfﬁciency

While the ma.m gﬁal of aéhievi'ng’ energy efficiency in this context is to reduce the cost of
state govermiient and thé burden‘bn taxpayers, the Tas'lg Force recognizes that state agencies may
be reluctant to bc(:bx?_ne more éff{cient if .T.hose e.fﬁciencies‘resﬁllt in a dollar-for-dollar reduction
m their _budg'e_tq. 'ITIA;_le policy'gf: _’r:‘he‘ Sﬁtg Qf M_is_sopri_,_ 'ei_thgr_ py __lav_v, -regqlatipn_ or executive
order, shoulci 'alloﬁ a.n égen.cy that écﬁiévcs 'c-luan'ﬁﬁab-le eﬁcrgy savings to retain a reasonable
pc.)rtic_)n of that aquuht in its b}.lq_éet to advance the agency’s grlis'siorx_.'

As part of su‘ch an incentizye ;irogfam, the hea&s of state agencies should be encouraged to
designaté an_'"‘energy éfﬁciency:dfﬁcer“ as a collateral responsiBilitf of an appropriate agency
employee to -develop and overs'éé'such energy efﬁéiency prdgrams. Such individuals and their
superiors should be evaluated on their performance in this regard on an annual basis as part of
their regular pcrformwancc: rcvww Attamm-g-encrgy an& e‘r‘1.v11'onmlt3ntal efficiency should be an

element on - which- perfonnancc review and compensatlon decisions are. made for those

individuals appropnately tasked to de51gn, unplement and oversee energy efficiency programs.

Task Force Recommendation -

State agencies that achieve savings from energy efficiency measures should retain a portion
of those savings to advance their mission.
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that will accelerate implementation of energy efﬁcrency pm_]ects in state bulldmgs One optxon :

that deserves close exammatxon xs performance 'contractmg. State contractmg and

procurement statutes should be amended to permit agencies to contract with qua11ﬁed pnvate ,

‘ ﬁ
energy services compames that offer comprehensive programs to design efficiency projects,
U

arrange appropriate financing, oversee construction, and verify the savings achieved.

State law s;i“rould also be changed to permit the Office of Administration t_}_te__ability to
carry out “design a{nd build” projects for energy retrofits of state bnildinge. Such pro;ects would
permit OA to award both the project design phase and tlre project consnuctionphas(;tg fa single
bidder in one contrlact where deemed appropriate. This will streamline implementation_of energy

projects, capture energy savings sooner, and be consistent with the performance contracting

approach, ]j

Task Force Récorrtmehdation

The Office of Admmlstratlon should implement performance contracting” prmclples to
achleve energy efficiency.

5 Energy Education in Missouri Schools

J
Increasmg energy educatlon in Missouri’s schools has been consrstently 1dent1f'ied as an’

integral component of a state energy pohcy In 1992 the Missouri Statew1de Energy Study
recommended that stsoun expand programs to increase awareness of and interest in energy
resource issues. arnong Missouri’s youth.  Taking a long-term perspectlve, the study reported,

would plant the seeds for an environmentally literate population in the future.,
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The energy study specifically recommended that Missouri ‘_‘imial:emeﬁt a comprehensive‘ :
energy curriculum in the state’s: elementarj and second-ary_schools..:_' An energy cuni_cuh_ﬁn )
sﬁouh"lr focﬁsbn téé.ching such topics as the relationships between Ener'g;(, tl;e emdriron}néntﬂax;d .
th_e economy; the scientific basis for tradition;al and alternate energy sources; policy implications
for governments and others; and basic energy management.”

The Gofrenior’s Energy Futures Coalition (1997) also récommended that Missouri
“develop and implement a public education curriculum fof 6p;;ortunities to increase energy
literacy.” ~ One action identiﬁéd_ by the coalition to support this recommendation was to.
“encourage energy knowledge in conjunction with basic educational assessment programs,
where appropriate. Assure that energy knowledge, including its economic, environmental and
social impacts, are integrated mto statewide K-12 tesn‘ii‘g'and as‘séssﬁie’nt_ programs.”

The National Environméntal Education and Trauung Foundation reports that 95% of
aduit Americans feel énvironme;_ltél education shm'lld be'taught in our K-12 schools. Because of
the‘ cnvironmentallirnpacfs assqciated with energy production and use, energy is an essential
compon‘;:nt of -cnvhonrﬂénfai .éducaﬁon. Whiic th?:re are some -initiatives in Missouri that .
provide energy education in schools, energy education is not in K-12 curriculums and
educational asscssment programs: 5

We applaud the work of the GateWay Center, Wthh offers encrgy education in St. Louis

A'schools as well as the Department of Natural Resources, whlch is developmg an energy
~ curriculum to be offered to Missouri educators. The Department of Conservation has also been

active in this area, but we contmuc to face sxgmﬁcant challcnges in accomplishing full

mtegratxon of energy and envuonmental education into Mlssoun s schools.
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Mls_somjl Department of Conservauon to _coordmate Vthe integration of energy and environmental

education in the classroom. A’cooperative effort between these three agencies that combines a
4 PR T . - ) R

Missouri—s'ne_ciﬁc eE:nergy curriculum with a clearingheu-se- of materials could enhance the

: ii

integration of energy and environmental education into the formal school curriculum. Involving
i:

the Department of 'Elementa.ry and Secondary Education in these efforts would be a powerful

|
tool to educate students on the unportant and complex issues surrounding energy needs and

energy use and would prov1de the mﬁ‘astructure to formally integrate energy and environmental

education into the sjeh'ool cm"riiculnm.‘
L. s
The Task F(‘;rce also believes that energy education should be encou.raged in institutions
“
of higher 1eammg,‘ as well as in extensmn and commumty education programs Combmmg
energy education m an mter—dlsmplmary approach thh coursework pertammg to socml
economic, legal, engmeermg and environmental studies would raise students awareness of the
zmportance of eneréy issues in today $ society.
Task Force Recom;nen datwn
!:

Missouri should mclude energy education in the currxculum of elementary and secondary'

schools, and encourage itin other educatmn mstltutmns.
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B." Initiat.ives and Opportunities for Private Industry
L " Renewable Energy Portfolio Standards o L

The volatility of the natural gas markets during the last yéar have ﬂd.emonstrate.d:"how
vulnerable Missouri ig to changes in the demand for and price af fuels that rﬁus‘st-be transported
from producing areas oﬁtside the state. Missouxj can take a_.h‘acltiv-e rc_alg m gxpanding the
diversity of the energy sources used to light its homes and power its industries.

The Midwest possesses abundant wind, solar and bicﬁnass’ energy potential. Over the last
decade, there have been numerous improvements in the cost-effectiveness of renewable energy
options. Sciéntiﬁc advgnces, manufacturing and process hnprévements, and economies of scale
havg _contrib_l_;t'ed to ifr}pgovemenﬁ in the_unit c‘:o.st,”guallity-agd funcﬁ“on of rf‘:_m-av.ffqbl‘e:sT The pace
of growth in electrici.it); generatéd ‘by Vwi-nd enefgy offers cvidepcé of these improvements,
Dliring the last several years, wind has been _thg .fast_es_t growmg energy source in the United
States. While issues still remain regarding the trarismission infrastructure needed to bring wind
powéf to coﬁsumers in ‘sufﬁcieﬁt amounts, there have beeﬁ recent positive developments in
Missouri.

On August 21, 2001, UtiliCorp United Inc.lbega.n purchasing the output-from a wind
farm being constructéd by FPL iEnergy (;';m aﬁiliafe of Floric—Ia Power & Light Co.) in wes'.cem
Kansas near Montezu;na.‘ The project will coqsist of 170-tu-rbines- over 200 feet in height which
will ultimately be capable of generating 110 MW of electricity, enough to power 30,000 homes.
UtiliCorp will purchase all tl.lcrpower produced by the project for salé to customers of its
Missouri Public Service and St Joséph Light & Power divisidns, as well as its WestPlains

Energy customers in Kansas,
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In the sunu'ner of 2000 City Utilities of Springfield entered into an agreement to purchase
I

35 MW of wmd power generated by a wind turbine facility owned by Western Resources, Inc a

l

' Kansas pubhc utlhty Known as “WindCurrent,” the Clty Unhtles program markets the wmd’

|
generated energy for resale to customers in 100-KWh blocks at $5 per bloek . About 200

customers currently subscribe to the program,
f E
Missouri al:?so has strong solar energy resources which during the summer are comparable

to Florida. As the rcost of generating power from traditional fossil fuels is likely to increase, and

:
the cost of photovoltaic generation decreases, solar energy becomes an increasingly attractive
supplement to electric power generated from coal and natural gas. As with wind, there are no
; |:
i _ _
ongoing fuel costs for solar power. In addition, it is generally most available when demand for
|.

electnelty is h]ghest - dunng the hot summer days when an—condxtloners pIace the greatest

|
demand on the eIectnc grid. Solar energy also has excellent power quahty and may be attractive

to h,lgh technology and data wa:ehousmg firms.

As a farm state, Missouri generates significant amounts of crop waste and has substantial
l
land area avallable‘for energy crops. There are also site-specific opportumnes to recover energy

at low incremental cost. Methane can be recovered from landﬁlls, ammal waste systems and
l‘\
wastewater t:reatment plants Cellulose fiber can be retneved from sawmllls, forest product

mdusmes,‘ u:rban tgee residue sites and traditional solid wastes. B1om__ass can be handled and

¢ - . : : S
! o

burned in essentially the same fashion as coal. Low-cost feedstocks like wood or agricultural
: P
waste can be “co-fired” with coal in small percentages in many existing boilers, requiring no new
k .

generation facilities or modifications. Because biomass energy projects can convert waste

|'
resources to energy, costs associated with environmental remediation and treatment are avoided.
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An mcreased rehance on renewable energy Wﬂl provide'a numbe_'f of beneﬁtsto Missouri.

: v -
- t A e

generation plants A more d1ve{se electncal generauon portfoho‘ w111 mcrease energy system
reliability by reducmg dependence on the supply of fossﬂ fueI Wthh are Susceptlble to price
volaliy. 7

The Task Force recOmmelnds that the stete expax_u__i ite ;e’t;ergy sources by requiring each
electric utility to geﬂefate a portion of its electricity from i‘ene\}ial_)le sources. This requirement
eould be met with eiecteicit_y frem repewable msoefees_wejcﬁ ;he uullty owns and oleerates or

which it purchases. Elecu-lcit)f‘ generated from new, and exi'sting. renewable sources should

 provide at least 0.25% of the reta11 sales of each utility after 2003 mcreasmg to 1.5% after 2006, -

3% after 2009, and providing no less than 6% of all retall sales in each year aﬁer 2015 through

'2025. Ten years of production at no less than 6% _ of total_j electnmty used ‘helps assure a

predictable market for prospective investors in renewable : 'ergy A firm schedule for increased
use of renewable energy also helps assure a ma_rket for the renewable equlpment manufacturmg
industry, which will continue to reduce unit costs as the industry rha_t'i;i'es.

Task Force Recommendation

" Missouri should adopt a minimum renewable energy, portfoho standard for electric
utilities. : : : :

2. Net Energy Metering and Interconneeﬁon :
_Electrical generation technologies are available that would allow Missouri citizens and

businesses to generate a portion of their electrical needs using renewable energy sources, such as

solar and wind energy if they choose. Those interested. in using these “distributed generation”
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technologies learn that in addltton to the sizable mmal cost to purchase the eqmpment and have‘_

it installed, they have additional costs to mterconnect to. the electnc dlstnbutlon system By

connectmg to the electncal distribution system, customers can supplcment the power they self- Sk

generate with power from the utility company. -
n
To encourage increased reliance on gnd-connectcd renewable energy and rmmnuze

l .
administrative costs a billing practlce called “net cnergy metenng” has evolved Thtrty four

|
other states have already adopted this billing practice. Net energy metering occurs when the

kilowatt-hours procluced by a small customer-generator in excess of the' customer’s needs are fed
back mto the electpc dtstnbutxon system and are subtracted from the kilowatt-hours of power
obtalned from the utll1ty Nelghbormg states that permit some form of net metenng or parallel
gener_atlon mclude %llmms, Iowa, Kansas, Oklahoma, Ind1ana a.nd anesota. e

Net energy %netering allows the customer to bank excess eIectl'iclty and withdraw it ﬁ‘om .
the grid later tha‘t da'y ot anytxme during the monthly billing cycle, making it more cost effectisre

for homeowners and businesses to generate some of their own power. This is feasible because -

' |
Ia

the standard kﬂowatt-hour meter used by the vast majority of residential and commerc1al
customers acc.uratel;y measures the flow of both mcommg and outgoing electncaty.- Thus, the
“netting” _process_ oé_curs ‘automatically because the meter spins forward or backward based_ on
~whether the elecu'ic_tctn'rent is flowing to or from the customer.

| Net energy Inetering provides a variety of benefits for utilities, consumers, and the public.
Utilities benefit by av01d1ng the administrative costs of 2 double meter system, and purchasing
the small amounts of excess electricity from small-scale renewable generating facﬂmes delays

the need fot' costIy‘new power plants and transmission line upgrades. Customers beneﬁt by

being compensated for excess power they generate and by being able to intercomnect.
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economma.lly to the uuhty usmg natlonally certlﬁed safety equipment (cornphant with standards

{

found i in or adopted by, the Natxonal Electric. Code, the Institute of Electncal and Electronics

l

Engmeers, Natlonal Eiectncal Safety Code and Underwriters Laboratories) together with their

existing utlhty meter _

The pubhc- beneﬁts by encouraging the adoption and refinement of clean energy

" technologies that re&i.fce genefaﬁon needs and harmful emissions from fossil-fuel fired power

plants; diversify Mlssoun ] energy resource mix, thereby helping to minimize fuel price
volatility of conventlonal fuels; nnprove the reliability of the electric system by providing peak
power in cIose proxumty to Ioads during high demand penods, and encourage renewable energy
equlpme_nt seles and _;obs that benefit Missoun’s economy. o

| _Ne,t”metefih;g' programs ‘ed;opfed' in other states: include provisions to assure that the
public’s interest in exoa.m_ied use of renewable energy is balanced against the utility’s interests in

meeting organizational goals. These provisions include limits on the size of customer-generated

systems, a limit on overall enrollment, standardized safety and interconnection requirements, and

-

limiting the eligible-energy sources to clean renewelele energy.

The'l_:“a__sk Fo;'oe recommends that Missouri eria_c,t legislation to enable Missourians that
invest in electrical generation wﬁh reoewable fuel sources to have the option of contracting with
their electnc service prowder on a net metenng basxs usmg a szmphf ied standardized
mterconnectloo agreement wﬂxoﬁg the addmon of new fees To assure that utlhty.concerns are
addressed, the Task Force recommends that participation in net metering be limited to systems
that comply with national electrioal safety sta'ndarde, and a generation capacity of 100 kilowatts

P

or less. In addition, the Task Force recommends that the total capacity of customer-generator
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utlhty is lumted to one-tenth of a percent (0. 1%) of that utthty $ peak annual demand

ol - :
: Kansas amended its 1979 net metermg or parallel generauon statute earher this year.

J
Secnon 66 1, 184 of the Kansas Statutes Annotated should be considered by the Joint Interim
|

Commrttee asa possﬂale model on whxch to base Missouri leglslauon

i
Task Farce Recommendanon
I:

The Task Force recommends that the General Assembly consrder legislation permitting net
metering with due regard for utility safety and reliability concerns.
g

3 . InceLti\res to Promote Ene.rgx' Efﬁeiencx and Renewable Energy

Energy efﬁcrency is an energy resource hke coal, oil, wind, sunhght, biomass or natural

|
L

;g'as..l In confrast to supply optlons such as bu1ldmg new generatmg plants, dnlhng for more
natural gas or munng coal, energy efﬁclency helps provide energy supply and security by
curbing demand instiead of increasrng su.opl)-(. - .

An economiL comparison of sniaply-side_investments and eﬁ'ici.ency:wil_l vary by region

and utility howeverﬁ the Department of Energy (DOE) has used the cost of energy in cents per

kilowatt hour (KWh) saved as an index‘ for making approximate' comparisons. DOE data
|-
collected from utrlmes indicates an average cost of conserved energy at under 3 cents per KWh,

while the Rocky Mountam Instrtute reports an average of 2 cents per KWh with the best

designed programs c;ostmg less. Costs for new generation facilities are estimated to range from
[ . . .

. |= | ‘ _
3.5 to 5 cents per KWh. Using these cost estimates, energy efficiency investments are more

cost-effective than buﬂdmg new generatlon Thls comparison does not cons1der the additional
|

environmental and transmission system benefits offered by energy efficiency, whlch would
|.
further magnify the cost effectiveness of energy efficiency initiatives.
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The PSC Task Force Report recommended that th" ornmission pursue incentive

measures for encouraging energy eﬁ‘icnency 10 Balancéd utlhty energy portfohos rhat address

demand reduction in addition to mcreased supply can be des1gned to be good for the consumer" "
(through lower energy °°Sf5) and the utility Company (fhrough mcentlves that mitigate reduced

profits from a reduction in sales)

Missouri ranks in the top ﬁve states in terms of total potennal energy savings and energy

savings per home based on a 19‘%8 Alliance to Save Energy study of states that have not adopted
an energy code. I\/Iiesouri utilities’ total demand side management savings averaged 0.06% of
total electricity sales in 1998, icompe;ed to the na_tio_nalr a_verag'e of 1.74% of sales. The
Department of Energy esﬁmatesj‘that_??.% to 44% of the nation’s electricity consumption could
be saved with energy efﬁ‘ciency‘rneasures.” | | |
Misseu.ri spends approxil;nately $12 billion each year on all its energy needs, ranking 17%

in the nation in tofal energy enp'endirui;ee. Missouri imports more than 95% of its conventional

fuels from outsxde the state (coal 011 and natural gas). In 1999 over 99% of Missourt’s pnmary

ENErgy sources were non-renewable fuels.
Missourians would benefit greatly from investments in energy efﬁ_ciency and renewable
resource programs. Efficiency programs provide assistance to customers by helping to reduce

their energy usage and ut111ty bills, whzch is partlcularly unportant when energy prices are high

. and volanle. System rehabnhty and resﬂlence are unproved by reducing vulnerability to

disruptions in energy supplies through efficiency and a diversified fuel mix. Long-term costs

.can be lowered by reducing expenditures by gas and electric utilities to upgrade their. . .

infrastructure to meet increasing demand. Investments in energy efficiency and the resulting

0 PSC Task Force Report, p. 4.

Department of Energy, Western Area Power Administration, DSM Pocket Guidebook (1991).
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lower eneré;v costst; coupled with the development of domestic renewable energy will improve the
i

* ability of business:les to compete, keep energy dollars closer to Missouri, increase customers’ -

 discretionary inconlfle, preserve natural resources and reduce pollution.

" The barrie'i‘s that inhibit customers from making investments in energy efficiency

improvements and ;:renewable energy systems include the lack of money or competing demands

* for available money, the perception that higher up-front costs are not worth long-term savings,

and the lack of teclim'cal expertise. Effective renewable energy programs could include financial
incentives for the illstal,lation of generating equipment and for the generation of electricity from
wind, solar thermal and photovoltaic cells; biomass such as crop and wood Waste; and methane
gas recovered from landfills and animal farms. |

_Missouﬁ has access to renewable resources that are economically viable and good for the

_state’s economy and environment. Several forms of renewable energy are found in abundance in

the Midwest, mosti
|
state, there is substantial-land area available in Missouri for energy crops and crop waste, ground

fnotably biomass, wind and solar resources. As an agriculturally productive

i : .
cover on Conservation Reserve Program set-aside acres, timber harvesting residues, primary

wood processing wastes and municipal solid waste. If one-half of the energy content of these

available biomass resources were used in technology that is as efficient as the average American

 electric generation élant, the net energy delivered to users annually would be _15.2 million MWh.

- This compares to 75.2 million MWh generated in Missouri in 1998, or 20.2% of our cumrent

generation. In galloﬁs of gasoline, this equates to 451 million.
1‘; '
-~ A DOE study found that 12 states in the midsection of the country have enough wind

;
energy potential to. produce four times the amount of electricity consumed by the nation in
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.1990 12 iApproxlmater 3% of stsoun ] land ‘area carnes _wmdsjthat can be economically

LRI

: developed for electnc generatwn In addmon, Mlssoun 5 nelghbon.ng states to the north, west

and south have extenswe arcas( of Class 3 _wmd and substanual areas of Class 4 wind. lowa

ranks second in the’nation_ for installed_ wmd ulr_bme generatlon capacity. The cost of wind-

ﬁi' -

generated electnc1ty is now in a competttwe range ‘with power technologtes that use fossil fuels,
ranging from 3 to 6 cents per KWh not mcludmg the federal production tax credit of 1.5 cents
per KWh prov1ded to wmd generanon

Mld-summer;’ solar energy available from flat-plate collectors (such as photovoltaic
i o
i

(

desert Southwest in m1d-summer that receives 7 to 8 KWh per square meter per day

. |
The Task Force recommends that Mlssoun pursue mcenuves ﬁmded through various

panels) in all Misso‘uri counties is 6 to 7 KWh per squar'e meter per day - comparable to the

;.

sources to encourage the mcreased development of energy efficiency and renewable resources to
provide for a more secure energy future. Incentives worthy of consideration include:

. Low-cost consuther loans or other financing for . energy-efficient
residential and commercial building improvements and appliances; '

¢ Rebates for h1gh-efﬁc1ency heating and coohng systems, hot water
heaters, lighting or windows;

* Tax crechts to ent’:ourage more energy—efﬁclent new building construction
and retroﬁt of ex1st1ng buildings;.

| Addmon of energy—efﬁmency components in emstmg state funds, such as
‘ linked-deposit loans offered by the Treasurer’s Office or financing offered
by the Missouri Housmg Development Comtmssmn '

2 D.L. Elliott and M.N. Schwartz, “Wind Energy Potential in the United States,” National Wind T echnology

Center, Department of Energy (1993).
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Task Force Recnmmendation
Missouri should consnder legislation that would oﬂ'er consumers incentives to encourage‘i C
_energy efficiency and the use of renewable energy resources, such as. . . i

Low—cost consumer loans for bulldmg lmprovement and appl:ances,
Rebates for heating systems; -

Tax credlts for new building construction and retrofits‘
Energy-efﬁcxent components to state ﬁnanclal programs. :

*> & & o

t
|
I
[
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III Working With Public Utili Utlhtles & anate Industry

Securltv and Rehablhtv Issue,

In hght of the September,l estructlon of the World Tradc Center and the attack on the

Pentagon, the Task Force beheves it 15. appropnate for all ut111t1es who own energy infrastructure

to assess current secunty pmctgoes and to take appropriate steps to safeguard. thelr assets. A

concern naturally a{,ises as to hiow such costs will be paid. Investor-owned utilities should
0 ' )

receive general assurance from 'the Public Service Commission that costs which are prudently

".“t

incurred to enhance the 'reliabilitjjf( and security of Missouri’s energy infrastructure in response to
the heightened state of alert will foe’app_roved.

In this regard, the Fede;é,l ;E.nei'gy Regulatory Commission issued a Statement of Policy

on September 14, 2001 to ‘égsaﬁage'cbfnp'a;aes' o safeguard the relabilty and secusicy of their
\ energy supply infrastmcttire. See n re Extraordlngy Expenditures Necessaﬂ to Safeguard
National Energy Supplles, 96 FERC 1 61 299 (2001)

The Task Force encourages the govermng boards of M1ssoun s electnc cooperatwes as

well as the city eoimc_xls or govermng boards that are responsible for Missouri’s municipal
electric utilities to take steps to address security issues as well.
Task Force Recommendation oy

Missouri utilities should assess the securlty and rellablllty of their infrastructure as a resuit
of the September 11 terrorlst attacks e - : - :
B. Missouri Energx‘ Policy Council

An Energy Policy Council should be established by law to advise the Govemor on
matters of state, as well as local, regional and national energy policy. The Task Force

recommends that the Council:consist of approximately 20 members, and that permanent
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membere 'incl'ndemrépresentatives from the Departrnenf of Natural Resources rhe Department of

Economrc DeveloPment, the Pubhc Sewlce Comnnsswn and the Ofﬁce of the Pubhc Counsel

A state senator and a state representatzve should also be members
l

The Task Force believes that the ablhty of the Councﬂ to advise the Governor will be

enhanced w1th representanves of electnc un11t1es and natural gas unhnes, utility workers non-
utlhty and renewable energy compames the propane and the pen'oieum mdusmes ‘industrial,

agricultural, and colmmercxal consumers, municipal governments; and non-profit representatives

. k - . . .
of low-income consumers and energy efficiency and/or renewable energy organizations.
|

Consideration shonld be given to consolidating the reéponsioiliﬁes of lexis'ting councils and
E o

. I . . _ . .
commissions that have been given specific duties in energy or related efficiency areas. Such

 entities include the Missouri Ethanol and Other Renewable Fuel Services Commission and the
Missouri Propane E_ducation and Research Council.

We recomrhend that the Council establish the Governor’s Energy -Efﬁciency and

' Renewable Energy Award to be given annually to public or pnvate orgamzanons Io::ated in

|

Missouri that 51gmﬁcant1y reduce their dependence on fossﬂ fuels as an energy source or

\
otherwise significantly advance the availability of- energy efﬁclency or renewable energy to

Missouri citizens. ;,

The Task Force also reeomrnends thet_ the_ 'C.Ol:ll'.lci_l,.ill cooperanon wiﬂr th_e Energ& Center
- of the Departmené of Natural Resources, publish annuallf | e : “Green Progress Report” that
assesses how the stLte’s public and private sectors are- re.ducing tneir reﬁance on fossil fuels with
increased use of energy efficiency and renewable energy sources. In particular, the report shouid - -
contain an analysri of energy consumption by state depariments and agencies that shows their

energy conservation efforts and the resulting savings.

]
i
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- TaskForce Recommendarion

- An Energy Policy Council should be established to advise the Governor on matters of local
state, regional and national energy policy. o

L The Council should establish the Governor s Energy Efﬁctency and
~ Renewable Energy Award. ,
¢  The Council should publish annually a “Green Progress Report ”
C. Time-of-Use Electric Rates

The energy crisis in Califonﬁe has focused attention on the potential for lowering the
demand for elecnioity by pricing electricity at levels that more closely reflect the costs of
providing electric service at diﬁl'erent times of the year 'and at different times of the day. Time-
of-Use (TOU) pncmg can be offered through advanced metering systems that could be used to
moderate Missourt’ s need for additlonal generatmg capacity.

While California is exammmg real time pricing and TOU rates in response to its shortage
of generanon capacxty, Puget Sound Energy Co. in Washington State began offering a TOU rate
- to about 300 000 res1dentlal customers in May 2001 Puget Sound, an investor-owned electric
and gas utility, proposed e)etend1ng and expandmg the program in September 2001, citing the
program’s success m_ encouraging customers to shlﬂ 5% of their energy usage to off-peak times.

Many electric utilities, includiog some in o&issouri, have made real time pricing and TOU
pricing avallable to thelr larger customers for years Georgxa Power Co. is recognized as the
.utlhty that has been most aggresswe n the unplementatxon of dynarmc pricing programs for
. large customers. Georgia Power has about 1600 large customers, with about 5,000 MW of load,
enrolled in its pr'ogrem. These ’oostorhers have generally reduced their loads By about 500 MW
when prices reacoed $5()-0Wh. Up ontil now,one .o-f the main barriers to introducing these

types of programs to smaller customers has been the lack of interval metering equipment that is
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advan- ‘ s m technology

Most Mlssoiun electric mvestor-owned utilities (IOUs) already have seasonal rates that

' 'reﬂect the hlgher costs of electric generatton during the peak summer months. However, no

“A‘MISSDIII‘I electric IOUs are offenng TOU rates to small commercial and residential customers

f
I

that reflect the hlgher cost of generatmg electricity during the time of the day when usage
approaches its peak Although no Missouri electric utility is currently offering TOU rates to

small customers, AmerenUE and Kansas City Power & Light Co. are uniquely positioned to
|
offer these rates sm’ce they currently have most of the necessary infrastructure in place. Both

. . ndh I
. compames have mstalled automatlc meter readmg (AMR) systerns that are capable or could be

- made capable of readmg meters at de31gnated mtervals throughout the day.

: |: . . . e

The Task Fprce recommends that other Missouri electric utilities consider installing
| ' '

" AMR systems in substantial portions of their service territories. The Task Force urges

_AmerenUE and KC;l;’L to offer TOU pricing for their small customers with remote meters. The
Task Force recognizes that utilities with AMR systems may incur additional expenses to

-1":1‘r.r:‘i_j'?lement a TOU b:llhng ‘system. However, these additional costs are ltjcely to be less than the

... power supply costs that can be avoided by encouraging customers to shjﬂ their usage from hjgh-

- cost to low-cost nme periods.. The Public Service Commission should determine whether any
. \ .
costs mcurred in unplementmg AMR systems should be recovered in rates, and, once mstalled

: whether TOU rates should be mandatory, voluntary or applicable to all who do not opt -out..

|y

Task Force Recommendatzon
|.

The Public Service 'Commission should consider implementing Time-of-Use electric rates.
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electricity market and retail chmce itis unanimous in its behef that Mlssoun must encourage the

development of effective cOmpetition in wholesale electric markets.‘ Three prerequisites for the

Currently, Missouri finds itself spht among severfll of the currently organized Regional

Reliability Councils which oversee transmission rehablllty issu

5 as part of the North American

rganization founded by utility

Electric Reliability Council (NERC). NERC; a volur_ttary
transmission owners, has operated since 1968 on the basis of rcc1proc1t$i, péér pressure and the

mutual self-mterest of all market partlc1pants Howi th §'rowth_ of competition and

structural changes in the electric industry “have significantly altered ‘the. 1ncent1ves and |
respon31b111t1es of market partlmpants to the pomt that ; system of 'voluntary cornphance is no
longer adequate- Federal legislation is now needed to ensure that NERC and its regional
orgamzattons have clear-cut statutory authonty to cnforce compllance w1t.h reliability standards
among all market participants. The regional councils that cur'rently affect Missouri’s

transmission assets include the Mid-America Interconnected Network (MAIN), the Southwest
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Power Pool (SPP),IQ the Southeastern Electric.: Reliab.i-lit.y.(l‘.o;mcill (SER_Cj, and :the‘ Mid-Continent
Area Power Pool (MAPP). These four councils, respectivély located .in___Lombé:d, Illinots, Little
Rock, Arkan;;s, .iBirmingham, Alabama, and St. Paul, Minﬁeéofa, A. eiérciéé somelevél _of
authority over the transmission assets in Missouri. This balkanization (l).'fiauthority over the
state’s grid must er;d.

To that end, the Task Force apf;iauds.-the efforts of the Federal Energy Reguiatofy

.Commission (FERC) to develop one large Regional Transmission Organization for the Midwest,

which would oversfee all transmission assets of Missouri and nearby states. The two prospective
i '

RTOs approaching operational status in the central United States are the Midwest Independent

Transmission Syst'ém Operator, Inc. (Midwest ISO) and the Alliance Regional Transmission

Orgamzanon (Alhance) ‘The MldWCSt ISO and the Alhance are, pursuant to a FERC dlrectlve, o

negotiating a Super-Regmnal Rate thCh should Jower the cost of transmission acfoss Missouri
and other mldwes{cm states. They are also in the process of unplernentmg an Inter-RTO
Cooperation Agrgijmer_lt intended to establish a relatively uniform and “seamles;.:,” wholesalle

J .
electricity market tl!;roughout the Midwest.

Additionall};}', ‘those portions lof Missouri’s transmission grid that are i)eing administered
by MAPP and SPI; appear to be oﬁ their way toward combining with the Midwest ISO. The
merger or ‘c_oml_)_i{;q:%igr_l of these three .e"xiti_ties should lead to b;tter oversight of the transrr_;ission
grid, betfer managéinent of congestion on the system, and a more coordinated effort to facilitate
the planning and c&hstruction of new generation and new or upgraded transmission lines.

The task of RTOs is a chaIlenge Their goal is to nnprove efficiencies in transmission

grid management 1mprove grld rehablhty, remove remaining opportumttes for dlscnrnmatory
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transmissibn’i)racti'e'e:s-, and impr'bVe nia.rket perforr:l:lanc:e.13 However, these goals set by FERC

can only be accomphshed 1f the RTO is sufﬁcxently independent from market participants, and is .
.- P ERE I N M t,- p
'penmtted to exerclse operatlonal authonty over a broad geographic area. Currently, there is no

RTO 1 in opera‘gon in the United Sitates which has met all of these criteria unconditionally.
In er;c’.;bu:agihg ‘the fonifxation of RTOs, Missouri should stress that these emerging
companies niust be ‘operated in & fashion that is independent of all market participants, but also

attentive to the views of those participants and other stakeholders such as state regulators,
consumer advocates and environmental groups.

Task Force Recomméndation

Missouri should encourage a competitive wholesale electricity market and regional
transmission organizations.

[P

E.. Municipal Utility Districts

The Task Force recommends that the General Assembly consider amending Article VI,
Secuon 27 of the MlSSOUIl Constltutlon and the statutes deahng w1th joint municipal utility

connmssmns (Secﬁone 393.700- 770 and 386 025) to authorlze mumc1palmes and certain other

entities to Jomtly own power plants transmssxon lmes and other electnc facilities without being
requlred to submlt to the full 3unsd1ct10na1 authority of the Public Service Comm1ssmn

Artlcle VI, Section 27 of the Missouri Const1tut10n prov1des in pertment part that no joint
. beard cormmsmen ‘c;rileu:lt ventu:e of any kmd shall pu}chase, constmct, extend or improve any
revenue producing gas or electric light works, heatiﬁg or power plants unless and until” such
entities “and all ut111ty 0perat1ons conducted by any _]omt board, comrmssmn, officer or officers _

are fully regulated in all respects as a public utility.” Tius prov151on requires that “all ut111ty

operations” be fully regulated by the Missouri Public Service Commission, whose traditional

13 Regional Transmission Organizations, Order No. 2000, FERC Stats & Regs. 31,089 (1999).
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manages all or any part of any water, gas or electrxc hght works heanng or power plants,

electncal energy reLources or gas or electncal productlon, dlstnbunon or transmission fac1ht1es
‘l

in this state.” Sections 386.205 and 393.765 contain similar restrictions.

¢

In recent years Missouri’s municipal utilities have found significant value in working

together. They beIileve that value will increase with the growing complexity of wholesale power

transactions and transrmssmn arrangements. Mlssoun s many small mumcxpal electric systems

~are attemptmg to pursue a successful blend of commumty ownershlp and governance of such
electric systems, but require a , sufficient scale to assure a stable economic base. The larger
-mumc:lpal electric eystems in Missouri (such as Spnngﬁeld Columbla and Independence) own a
significant portlon of their generating capacxty However, the small ut111t1es in’ Mlssoun_
generally depend upon other utilities for their power reqmrements Asa resuIt of the desire of
small Missouri mmuc:pahttes to have access to power based upon product:on costs, rather than
market prices; thery need t0 own a much larger propornon ‘of then' generatlng capacity
requirements. State law currently presents obstacles to that goal. -
As currently structured, state law would requn‘e small mumoipal utxhtles that become -
joint developers ofI utilities to incur significant legal and consultant fees, staff time and related
expenses. Since monicr'pal utilities are currently accountable to the public, and are govemed or

regulated by the clty council or a local board, there is an argument that state regulation by the

Public Service Comrmssmn would be duphcat:ve and unnecessary. The current restrictions in
{ .
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state law have effectively restncted the _]omt mumc1pa1 uuhty commissions penmtted by

Sections 393.700 - 393 770 and 386.025 such that the jomt comm1551on concentrates all its.

efforts only on brokering functlons No such statutory restn on s appl:cable" to stsoun s
rural electric cooperatives, who have orgamzed larger generanon and transmxssmn cooperatives
which serve the local dlsmbutxon cooperatives that provxde electnc service directly to their
customers.

The Missouri Public Uﬁliw Alliance has also advised the Task. Force that current
elements of state law present an bbstacle to the financing of any mdm'cipaliry or joint agency that
wish to develop a significant uullty prpject. The requiremept that bonds be offered at public sale
under Section 393.725.5'is a ﬁ:d;ther obstacle, considering that such bonds are generaily not the
type of offerings that would be likely o atiract large numbers of public buyers. The ability of
such utilities to oﬁ'e; bonds in private placements should be con_éidered.

The Task Force "therefoic recommends tl-lat the Joint Interim Committee on
Telecommumcaﬁons and Encrgy further explore these issues wnh the goal of enacting legislation
that would permlt Mlssoun s mumc1pal utilities to act _;omtly m‘order to take advantage of
economies of scale, as well as o_pportunities in the wholcszd__e power markets without being
subjected to the full. regulatory powers of the Public Service Cdiﬁnﬁssion.

Iask__F_grce kecon.t;z ;en dation | |

T

The General Assembly should cons:der leg:slatlon authorlzmg the creation of mumclpal
atility dlstncts

F. Publ'icizing Energy Information and Monitoring Price Gouging

The Year 2001 has‘_sder_l enormous fluctuations in prices of all energy commodities, but

particularly natural gas and gasoline. The prices of these fuels, as well as related commodities
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like propane and’ diese]; are not and have not in recent history been subject to regulation.

iy Nevcrtlleless"tlle Task Force beheves that pnce and suppIy information should be more w1de1y

”';collected, publicized and careﬁ.tlly rnomtored in order for the public to understand how the free

rtrzens should have at least an elementary knowledge of how these markets
‘ estabhsh energy pnces, the factors that affect prices, and the actions that government takes to

ensure that the markets are not subject to mampulatlon or unlawful conduct. Moreover energy

information is essexiltial to inform state leaders about available and forecasted energy supply and
!
demand, as well as femergency planning in the event of disruptions.

t
i

The Tasic Force believes that voluntary information-sharing between state agencies with

energy responsxblhtres and the compames that supply energy will enhance the efforts of all

n

'concemed 0 meet the state’s energy needs.” Today $ helghtened recognmon of the need for

energy s_ectlrity .acc;‘:en_tuates the collective public and private responsibility to provide safe,
reliahleahd affordai:.leeneréy.' | |

'the_ Task’ F(;E)rce recorrunendsthat information currently compiled by the Department of
Natural Re'sou_rces’ié‘Energy Center be more widely distributed and be available on an internet

website that is more easily reached. The State of Pennsylvania has developed an “Energy in
. » .
Pennsylvama websxte - wwwpaenergv state. paus - that presents average gasohne, dlesel

I' N B
heatmg 011 and propane pnces 1n an easrly accessﬂﬂe fashlon Efforts should be made to'

. disburse the mformatlon which the Energy Center current]y compiles to all major broadcast and
f

!
publishing outlets throughout MlSSOlll‘l

Unfortunatety, price gouging in commodities like gasoline occurs from time to tirne. The

Task Force recogni?es that price gouging is not the same as price volatility, which often occurs

in unregulated markets when supply is limited, demand increases, or external forces like weather
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and political crisis dxsrupt the normal ﬂow of commcrce Pnor to Septcmber, gasohne prices in
2001 fluctuated from .99¢ a gaIIon to close to $2. 00 per gallon _Wlt.h the price run-ups to $4. 00

and $5.00 per gallon after the attacks of September 11"‘ Attomey Gcneral Nxxon, s well as -

J

attorneys general in other states took prompt action to charge such gasolme retailers w:th
violations of merchandising prag:tmes laws. The Task Force appIauds the work of Missouri’s
Attorney General and his staﬁ', v:vho relied'upon current state law which prohibits price gouging
fér energy products Iduring times of emergen;:y.- However, the current law does not provide
adequate tools to ensure an imm;adiate termination of price goﬁging during'times of emergency,
leaving consumers vulnerable to‘ price spikes based upon misleading or false infonnatioﬁ. The
General Assembly should consigE changes to existing laws that would provide the Attorney
General with authority to iss'ue.'cééase and desist orders that have an immediatf: hﬁpact on energy
priceé and excess profits during ti‘mes of emergency. |
Task Force Récbn-amendatio‘rvz' o

Missouri should prorhote the distribution of energy information, and the General Assembly
should consider legislation to enhance the Attorney General’s power to deal with price

gouging,

+ The Public Service Commission, in consultation with the energy industry and
other appropriate state agencies, should assess the long-term adequacy of
Missouri’s electric generating capacity and supply of natural gas.

. The Public Service Commission, the Department of Natural Resources and
the Office of the Public Counsel should assess whether more state authority
and reporting requirements are necessary to gauge the lmpact of unregulated

. power plants being built in Missouri.

¢ The Department of Natural Resources Energy Center should continue to
monitor, assess and provide information on energy prices and supplies to the
public, and should advise the Governor and the General Assembly on its

. .- Dneed for. information. from unregulated energy companies to fulfill its
mission.
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G. Ratemakilig Issues
. In light of the price spikes in natural gas this past winter, and problems in the western and
" northeastern electricity markets, the Task Force studied whether any additional vpow'efé “héed to

be given to the Public Service Commission to regulate Missouri’s investor-owned public

utilities. State law’ gives the Comrnission general authoﬁty and discretion to carry out its duties.
The wise use of those powers over the past two decades has prodﬁce-d‘ ﬁnanéialijr heé}t'h-y‘ utilities

whose rates are gelierally average to below-average when compared with national cost figures.
ii .
State law currently gives the Commission the power to set just and reasonable rates and
i

to require safe and :adequate service in return for the utility’s right to be the exclusive monopoly
provider within its territory. Regulated utilities serving Missouri have generally prospered

because rates are ba‘lsed on the cost of service. The Commission sets rates at levels that allow the
utilities an opportw:ﬁty to recover their reasonably incurred costs and to earn a reasonable profit.
Rate of return or cost of service regulation permits the Commission to act as a surrogate
|

for competition. T‘:his is because competitive markets also focus on the return on investment,

b :
often referred to as earnings per share. A primary purpose of any market structure, whether
’ . [
. [ . . .
regulated or compeﬁﬁve is to provide the consumer with the desired product in an economically

4

efficient manner. Regulation provides financial incentives similar to competitive markets. The
. [ s .
' i ' i
incentives for regulated entities to achieve efficiencies are virtually the same as for firms in

] ’ .
competitive umegu“lated sectors. For regulated utilities, once rates have been set; realized

1
1

earnings will depend on actual revenues and costs going forward. To the extent the utility can

. . . R , .
tmprove its efficiency and reduce costs, it will enjoy a return greater than that authorized, other
. [ : .
: "? : ,

things remaining constant. After a period of time, a new rate case will result in new rates
I; '

consistent with the ﬁtiﬁties’ costs.



- Rate of Return Regulatlon._. ‘ t .

Performance Based R_é'gdldtioﬂ t;ocuses on e uuhty’s perfonnance in various operations in
comparison 10 an els:tabliShed b;iichrﬁark" for those operations. Performance Based Regulation
permits a utility to ii;erease or“d;;crease eamirrgs under a preset financial procedure regerdless of
the utility’s overall earnings pe;fonnance. Alternative Rate of Return Regulation retains the
focus on earnings, out substimtes a predeteri‘ﬂihed review plen that Awill be in effect for a period
of time and that serves in place of the usual rate case. |

Parncrpants in stsoﬁh regolatlon have | not reached consensus regarding the
effectiveness of alternatxve regtdatxon. These expenments have allowed utilities to earn returns
greater than Would have been the case under tradrtlonal regulation and have allowed the
ratepayets to share in the add1t10nal eammgs through various types of refunds or credits. Some
parties have criticized t.hese models for a.llowmg a greater level of €armings than necessary to
facilitate mcreased efﬁerency. Supporters of these programs say they are responSJble for the
healthy state of Mrssoun s utlhtles and theu' ah111ty to survive as Missouri-based independent
companies, in llght of the natzohal trend of mergers and take-overs occurring in many other
states. Problems assocnated w1th these models may be due to theu‘ structure or design, as well as |
their unplementatlon.

_Regule.jcory_‘ models that r‘ocus on earnirxlgsere preferable to a ﬁxed fo_zrnula in eather law
or regulation thatr‘woul.d maddate a speeiﬁd return on, edu.ity.- Establﬁhing a formula tor

determine an appropriate return on investment would remove the financial incentives to maintain
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efficiency. The competrtrve ! ‘Task FQF@?}% unaware of

ket provides no such formul'aand

J
any other state that has adopted such a pubhc pohcy

The Pubhc« Semce Commlssron must retain its trathronal abthty to exercrse Judgmcnt

and discretion in the ratemakmg process Srmﬂarly, pubhc utllmes must be accorded a fair

opportunity to earn reasonable returns on investrment. The State of MISSOT.H‘] should encourage

J

the Cormmssmn to use elther the tradltlonal regulatory model or alternanve regulatlon that
|!

focuses on eammgs

The authority of the Public Service Commission to deal wrth sudden and novel issues

arising in the industry is adequate. Section 393.140 grants the Cormmssmn extensive powers

with regard to the regulatron of gas and electricity compamcs Th Commrssnon continues its
r ‘

- oversrght of utrhty plans for adequately addressmg the nceds of thelr customers by penodrcally

|r 5.'—. H

rev1ew1ng issues of supply, capacity and plannmg Known as “Integrated Resource Planning,”

'-. —

tlus process has been modified in recent years to provide the Comrmssmn w1th an opportumty to
“

review a utility’s resou.rce planning and acquisition program in a trmely, ﬂex1ble and confidential
l

manner. The Comrnrssxon has the authority to promulgate adequate consumer protection rules. -

Current rules perrmt the Commission to order reconnectlons or forbld disconnections under

“circumstances where the public interest is at stake. Missouri’s _Co_!_d _,_Weather Rule' is effective
_ in regulating the supply of natural gas to residential customers durmg extremely cold periods.

Task Force Recommendation

The Public Service:jCornmission’s general ratemaking authority should be retained.

14 The Cold Weather Rule is contained in the regulations of the Public Service Commission. Seg 4 CSR
24013.055 (*Cold Weather Maintenance of Service: Provision of Residential Heat-Related Utility Service During
Cold Weather”)
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. H. . Eleetric Restructuring Issues

The movement toward deregulation began in high cost electric states where large

industrial consumers argued that they should be given the opportunity to bity cheaper elec’tricity o

from some_oné_ other than their local electric utility monopoly. With the advent of the
increasingly integrated electric transmission grid, which permits the u'ansmission of electricity
over wide distancee and not simply to serve local customers, some believed that offering
consumers a choice made sense. Moreover, since electricity could be produced by a wide variety
of generation sources - coal, natural gas, nuclear, wind, hydro, solar and biomass - it no longer
appeared necessary to tequire full regulatory control over the g'ehera_tion function.

With a multitude of problems encountered since the summer of 2000 in California and

‘other states that are restructuring their electric industries, many questions have been raised about

the wisdom of deregulat_ing the electn'c industry. Other states like Montana and New York have

experienced problems as they restructure their electric industries, even thouéﬁ they did not adopt

the Cahforma model Some of the problems expenenced by states that enacted laws to provide

retail chmce are related t0 msufﬁcxent cornpetmon in wholesale eIectnc markets Some industry

analysts also cite the increased costs that may be incurred in deregulated electric markets and
raise doubts about the ability of any savings from compeutlon to overcome these increased costs.
Increased costs may be mcu:red due to the need for htgher reserve mdrgms to encourage robust
Ievels of competmon the need for new mfonnatxon eystems, and the hlgher costs of financing

competitive generation facilities that sell power in competitive markets. On the other hand,

.proponents of restructunng argue that encouragmg generatlon ﬁ'om independent power

producers and exempt wholesale generators will reduce the necesmty of higher reserve capacity

margins because more generation will exist. Furthermore, if the ﬁnancing costs. of new
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. generatlon are fo h1gh, that is probably a 31gn that the new generation is not needed, and the

mvestment w1Il notocour. F-i s

beheves that any reshucttmng of the retail electric mdustry in our state

should oceur only to ‘the extent that it can be shown that all classes of consumers who will be

aﬁ'ected will be better 6ﬁ‘_ as a result of such a change. At a minimum, such electric restructuring

' p'mposa'ls- should mee;t‘a““dol no harm” standard. The folidwing a.re some of the considerations

that should be taken into account when analyzing any restructurmg proposal:

L Mssgun has been very successful in maintaining relatively low electric rates as
\
well gs reasonable fetums for electric company shareholders. Rate decreases have
b

b_eeﬁ:'kthe rule instead of the exception lately, even as most electric companies have

. enjoyed record profits. Rates for Missouri electric consumers are average or

béIb@y the average rates for the nation as a whole. Reliability is secure and

cons?mer fraﬁ& m tﬂe indusﬁ'y is rare.
: . :
2. Gexiézra@ion assets currently in rate base that serve Missouri customers should
;em:;in in rate base and continue to be fully regulated by the PSC. Given the
curre:nt state of cor_ni)étitive wholesale markets, any transfer of generation assets
“or tIfe feciuctidn_bf Miss{ouri’é jurisdiction to regulate these assets would impo-se
RS : ‘ '
risks }?on consumers.
3. A foc!ius on market structure is essential. No amount of consumer protections can

'comﬁcnsate for a flawed market structuré. The ownership of Missouri’s

generatxon assets is currently highly concentrated. Unless effective measures are

taken to mitigate undue market power, effective competition will not develop and

|
i?
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competitive power markets. Fully fanctional IA{T:(I}s;:‘c'onﬁ'gu‘red:and designed 10
meet the needs of Missouri consumers must be in place prior to any major

restructunng or deregulauon.

-

~ Retail chorce should not occur untﬂ there isan effectwely competmve generatlon

ma.rket with adequate supplies and mlmmal en - bax’nérs o

"Reltabthty and u.mversa.l servxce must be secured A provrder of last resort must

be available and be regulated to ensure that all consumers are served and can

afford basic energy needs.

Any retail restrucmrmg plan should mclude the crea’uon of a pubhc benefits fund

for use in low-income weatherization and affordable rate programs cost- effectlve

dw
N

-b ed_renewable_ cnergy resources.

energy conservation, and support for Missouri

cornbat mcreased opportumtles for fraud and confuswn and to educate cOnsumers

about how to make mforrned ch01ces between reta.tl supphers, mcludmg the cost

source and environmental attributes of the energy. offered.
To the extent that s1gn1ﬁcant restructurmg proposals would cause utility assets to
change the economic value that they possess under current regulatlon the

Commission should oversee the process of evaluating such claims of positive or
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consequences of those decisions.

10.  Large, sophisticated energy customers must bear the financial responsibility of
; . .
their decisions in a retail choice environment. Should they leave the incumbent

utili':ty serving as the default supplier of elec&icity, these iargé 'u-s.'ers shduld not Be

allo?ved'to shift costs to other consumers when they choose other energy suppliers

or rétum to default service.
. The Publéiic Service Commission and the Joint Interim Committee - on
Teleéommmﬁcati(l)r-fls and Energy should fully analyze the impact on residential éonsumers and
busmesses (Boﬂ:l_ lziirge .and' srtnall). that woﬁld'resﬁl_t.“-ﬁ'c)-ﬁ.l‘ Ieéiélaﬁvé V;I)rlép'os.a.ls .tlo restructure

Missourt’s electncr industry or significantly alter the manner in which utilities are currently
. regulated. !
P

b

' Task Force Recommendation

Missouri should af)proach electric restructuring with caution.
A ' |; :

L Construcﬁclin Work In Progréss
i E ‘ o
‘The Pub_lic Service Commission is required by law to set a utility’s rates at a level that is

" just and reééon'able![ to the consumer and that allows a utility to recover its prudently incurred
expenses and an op"portunity to earn a reasonable profit so as to attract the necessary capital to

continue its operatiéns. In most states utilities are only allowed to recover expenses and return
- ! . . . L T B

on investment thatr is “used and useful” in the public service. It is for this reason that an
investment made dilﬁng the construction phase of a new plant or other project (Construction

Work in Progress ojr CWIP) is not ordinarily recovered in a utility’s rates. Instead, the utility
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‘w

accrues those constructton funds used dunng construct:on Once the construction project is

complete and"m ser\uce the accrued amounts known as an Allowance for Funds Used Dunng

Constructlon (AFUDC) are mcluded in rates “The ratemakmg treatment is subject to audit to

insure that all costs asso<:1ated thh the pro_;ect have been prudently incurred.

: CWIR is not tpqluded in rates for the following policy reasons:
' " Propérty under construction is not “used and useful” in providing safe and
» adequate service.: This position holds that there is no assurance that a
- project will ever provide service until it is complete and placed in service.
‘ . ¢ , :
¢ Postponing rate recovery until a plant is “used and useful” creates
financial incentivés for management to bring facilities into service in a
* timely manner and at economic cost because the utility must finance the
cash flow until the property is placed in service,

e Itis mapproprtate for the customers of a utility to fund its construction.
- projects. It is the owners of the utthty that must raise the investment to
- provide service, not the customers. Customers must buy services and are
: not investors,
Missotu-i h‘as traditionally rejected the recovery of CWIP in rates as a matter of policy,
but there has been a statutory prohlbmon in Sectlon 393.135 since 1976 when Missouri voters
passed Proposmon No 1 New Hampshlre and Oregon also pl‘Ohlblt alI CWIP from rate base by

statute

During the l§70’s a period of heavy base-load power vp‘l‘ant. construction and’ high capital
costs many states pertmtted the recovery of CWIP After 1975 a total of 12 states allowed -
CWIP in rate base for t.he ﬁrst ttme As of 1978 34 state regulatory commtssmns allowed
CWIP. A number of states, irtcluding New York, have created hybrid models where the return
on CWIP is offset ‘by‘other _faotors, including the extent fo which AFUDC is included in
operatmg income. CWIP l.tas’not been a major issue in recettt years because of smaller

construction budgets and lower cap1ta1 costs.
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rates at this time.

Commission’s Natu.ral Gas Commodity Price Task _Eorce.ls The PSC Task Eorce consisted of 11
consumer represer;;tatives, 11 utility representatives, and 9 other individuals representing
industrial consumers labor and the Public Service Commission Staff.

The PSC Task Force strongly endorsed the use of pnce nutrgatlon tools and hedging

instruments by local dlstnbutmn gas utilities or LDCs. We agree that LDCs should create a

balanced portfolio of gas supply contracts with various pncmg structures man attempt to reduce,

but not eliminate market sensitive pncmg While such a phxlosophy may result at times in

above-market pnces thlS is necessary in order to control pnce volanhty Smnlarly, the costs of

=

hedgmg and ﬁxed-pnce contracts 1n order to assure some measure of‘ gas pnce stablllty and

* limits on gas price spﬂces could result in higher gas costs over the long term. We also agree with

the PSC Task Force that LDCs should be encouraged to store natural gas as a physwal hedge

against price ﬂuctuatlons as well as to assure rehablhty of suppiy and ﬂex1b1hty of operatlons

The PSC Task Force generally endorsed the concept of the Purchased Gas Adjustment

(PGA) mechamsm which’ penmts LDCs to pass through to customers dollar-for-dollar the‘ o
prudently mcurred wholesale cost of natural gas, adjusted for any price rmt;gatlon measures.
LDCs are currently permitted twice a year, and once for good cause, to request adjustments in

these costs from the Public Service Commission. Thereafter an annual proceedmg known as the

Actual Cost Adjustment occurs before the Comrmssron where an LDC’s actual gas costs are

13 See Note 6, supra
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“Protectmg Consumers” (Sect:on I), this Taslc Force endorses those proposals Additionally, the

PSC Task F orce recommended, although not strongly, that PGA rates be changed more
frequently than twlce a year and onc'e for good cause. The opinion appeared to be that four times
a.nnually would permit the LDCs to recover their costs more regularly, as well as communicate to

\..._;

consumers the changes in natlual gas pnces Generally, thrs Task Force belleves that the PGA

mechamsm thch has been used in M1ssoun since 1962 and which has been adopted by 46 of

. The PSC 'l'ask Force als_o' endorsed the use of properly designed incentive prograrns for

LDCs where 'additional proﬁts would be awarded for achieving cost reducrions and efficiency

gams Properly de51gned mcentlve programs balance LDC and consumer nsk, and target areas

R
h ¥ H ¢

where LDC’s can control costs. Among the areas where incentive programs could be

unplemented mclude natural gas procurement, hedging programs, off-system sales of natural gas

:.‘}

and energy efﬁcrency programs Th.lS Task Force agrees with those recommendations.
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and propane A en .ub mntrally Indeed, the prices have fallen below the most optimistic

levels that were pr drcted at our sessrons earher this spring. During the summer the price of '

natural gas fell below $3 OOIMTMBm, which was lower than the summer 2000 prices that ranged
in the area of $3.75‘! to $4.25. Reports show that exploratlon and production have increased and
storage levels have ﬁincreased to levels far above that of the sumamer 2000.

At the end of September the price of natural gas felltoa 2 12 year low after the American

Gas Assocratlon reported that underground storage deposrts rose to 2 914 willion cubic feet, an

18% i mcrease over 2000 levels. Inventones of 3 trllion cubic feet normally conszdered adequate’

for wmter, sho ) d be reached by the end of October Indeed the Natural Gas Supply

Assomatron, a producer group, predrcted that inventories would reach 3 2 trillion cubrc feet, the .
l

highest level smcelthe American Gas Association began trackmg mventones in 1993. Natural
Eooo

gas for October l“ delrvery fell to $1.83/MMBtu durmg the ﬁnal week of September with

November pnces at $2 253/MN[Btu Pnees are down over 80% from a December 27, 2000

record of $10 IOIMNLBtu Appendrx I summarlzes these and related trends in energy pnces

The Task Force is not aware of any new mformatron mdrcatmg that the price volat111ty'

expenenced by Mrssourr consumers dunng last wrnter was a result of unlawﬁil conduct Based

‘
upon mformanon supphed to the Task Force, it appears that most Mrssoun natural gas utilities

have taken steps tlo diversify their gas supply portfolios through increased use of financial
hedging tools, ﬁxed—pﬁcearrangements, and new weather products designed to protect them

|
against the high co|$t of gas should a severe winter re-occur. However, the number of consumers

i

!
i
¢
ll
|
|
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who have been dlsconnected and who face d1sconnect10n .fro Peil"' h¢é&hg sources because of
their failure to pay last winter’s b111s remains alarmmgly lugh
* The Task Force urges Congrcss to pass promptly and thc Premdent to approve at leastf

$1.7 billion in LIHEAP a551stance as well as to- expedlte reIease of the $300 rmlhon

supplemental LIHEAP approprlatlon. Based on ﬁgures relcased by the Public Service

Cominission, as much as $54 million may be needed to reinstate Missouri gas customers with =~

their local utilities.
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APPENDIX A

L GLOSSARY

~ Biomass

A variety of organic fuel sources which can either be processed into synthetlc fuels or
burned directly to produce steam or electricity.

Demand-Side Maq‘agement

Any effort aimed at getting customers to use less electricity during peak demand periods.
It includes conservation efforts like high-efficiency lighting, home insulation and lighting design,
and incentives for replacmg inefficient heating and cooling systems. Load control may inciude
incentives to use less electricity as well as curtailment.
' ;
i;
k
. l)_is_trib uted Generstion
p
Any technology that prov1des electnmty closer to an end-user’s site, like a home or
bUSmess [t may mvolve a small on-site generating plant or fuel cell technology.

Distribution !
b
- The systems that ultimately bring energy to the end user. Electricity distribution refers to
the system of non-}ugh voltage power lines, transformers, and switches. Natural gas distribution
systems include the mains, service connections and equipment used to transport or control the
supply of natural gas ﬁom the “city gate” (where the transrmssmn phase ends) to the customer.
| '
' !
. The Energy Information Adrmmstration an agency of the U.S. Department of Energy

- that collects and analyzes statistical information. It provides a wealth of information at
www.eia.doe.gov. It also gathers reqmred information from industry participants.

Energy Efficiency :'and Conservation

Measures that can be taken to reduce energy consumption, including encouragmg
consumers to mvcst in capital improvements (e.g., improved home insulation, more energy-
efficient apphances) and changing energy consumption behavior (e.g., thermostat set-back).



B T

' Exempt Wholesale Generators (EWGs)

A Wholesale power. generator that 1s exempt from the prowsmns of the Public Utility
'Holdmg Company Actand generally from state regulanon Created by the Energy Policy Act of
1992, it allows registered pubhc utility, holdmg companies and other corporations to own

wholesale genérating asséts that are leased or sell power to non-affiliates w1thout being subjected

to full regulatlon u.nder PUHCA

Federal Ener’gy Laﬁs S

..%a PO L

!'.
i

- Key Ieg1slatlon passed by Congress and orders by the Federal Energy Regulatory
Commission (FERC)

= ; Competitive Impllcatmns
1920 Federal Power Act Regulates interstate transmlssmn and sales of
) v - electricity (amended in 1935).
1935 Public Utility Holding Restricts ownership of electric business by non-
Company Act (PUHCA) | utility company.
1978 Naﬁiral Gas Polic'y Aet . .| First step toward dereguianon of natural gas
prices. -
1978 Pubhc Utility Regulatory Begmmng of competmon for generation of
P011c1es Act - : ' eIectnelty Requires utilities to provide open
: - | access to transmission lines for use by
: ' mdependent power producers and non-utility
3 generators. - -
1985 - 1991 | Gas Open Access (FERC Direct access, dtsaggregatlon of integrated natural
: Orders 436 through 636) gas mdustry, and unbundhng of products at
wholesale levels.
1989 Wellhead Decontrol Act - | By 1993 ended ail price controls on first sales of
o : gas by producers
1992 Energy Policy Act Set the stage for competition in wholesale
: i electricity generation.
1996 Electricity Open Access Order 888 opened up wholesale power sales to
' (FERC Orders 888 and - - | comipetition; Order 889 addressed transmission
889) system fauness to all competltors as pertains to
] . ... . .| wholesale power transactions.
2000 Regional Transmission Required the formation of regional bodies to
Organizations (FERC : _ | operate and monitor the electric transmission grid.
Order 2000)




. .

Federal Energy Regu]atory Commissmn' (FERC)

The federal regulatory agency within the Department of Energy that versees mterstate
electricity sales, electnc rates, hydroelectn" hcensmg, natural gas transrmssxo ’
pipeline rates. However the FERC-— has _]unsd.lctton only OVer mvest
transmission. !? ' - :

Federal Power Act

\
The legtslatlon, enacted in 1920 and amended in 1935 that governs the FERC

Federal Power Commlssmn (FPC)

The federal agency that preceded the FERC

Generation, Electﬁc _—
\1 _ L

" The act or process of transformmg other forms of energy mto elecmc energy ThJS also

hours. -

"The conventional method of generation is where a steam turbine is driven by steam
generated in a boiler by heat from burning fossil fuels. In a nuclear generator, the turbine is
drlven by steam generated in a reactor by heat from the fission of nuclear ﬁlel such as uranjum,

..‘_

Elecmaﬁy 1s also generated by natural gas turbine engmes, a.nd by turbmes driven by
falling water, wind, or the burning of organic fuel sources known as “bxomass as well as
through the use of solar power. .

The other two stages of the electric mdustry are transmission and dxstnbutlon

Grid

The network of high-voltage transmission lines through whlch power moves. In the’
United States, there are three distinct electric power grids: the Eastern Interconnection, the Texas .
(or ERCOT) Interconnection and the Western Interconnection. The grid has big, fat power lines

that have a tendency to hum,
. “

Independent Power Producer (IPP)

A producer of electricity not affiliated with the local utility cornpany that owns new
independent power facﬂmes



- i'niiepéndent System Operator (ISO)
| An entuy that controls and administers access to clcctnc transmlsswn for a number of
independent utilities in a region or state or across several systems, on a non-discriminatory basis,
meaning one transmission customer doesn’t get a better deal than another. ISOs must camply
with FERC Order 2000 to comply with specified functions and charactenstlcs to become RTOs
(Regmnal Transnnssxon Organizations).
- Kilowatt (kW)
A unit of electric power equal to 1,000 watts. One kilowatt can power ten 100-watt light
bulbs.
LIHEAP

The Low-Income Home Energy Assistance Program established by the Low-Income
Home Energy Assistance Act of 1981, 42 U.S.C. Section 862%;-¢t seq. In FY 2001 the US.
Government prowded $1 4 billion in regular appr()pnatlons and $855 million in emergency
funds. : _

Local Distribution Company (LDC)

The local utlhty that operates the retail distribution system for the delivery of natural gas
or electricity to end-use customers, i.¢., the company that supplles a customer’s home or business
with electricity or natural gas.

Mecf

One thousand cubic feet, génerally of natural gas. -

" MegaiWatt (MW)

One thousand kﬂowatts Onc megawatt—hour is enough electnmty to service 1,000 homes
for about one day.
MMBtu (Million British Thermal Units) * ~ -

One million of the standard unit for measuring the quantxty of heat energy, such as the

content of fuel. It is the amount of heat energy necessary to raise the temperature of one pound
of water one degree Fahrenheit.




" The: state- agency that regulates mvestor-owned ‘publi¢ utlhtles in Missouri. Its five

' commssmners are’ appomted for 6-year terms by the Governor and confirmed by the Senate.

 North American Electric Reliability cOuﬁéﬂ (NERC)

. A power mdustry alhanee formed in 1968 as a result of the massive 1967 New York City
bIackout Its purpose is to make sure that kind of event doesn’t recur. NERC is composed of 10
regional councils and includes virtually ail the power regions of the contiguous United States,
Canada, and the northern portion of Baja California, Mexico.

j%
Performance—Baséd Rates

Any method of settmg regulated utility rates that provides incentives for utilities to
reduce costs and/or meet other spe01ﬁed performance targets.

Real-Time Prlcmg I : \

Pricing of electnc1ty that reflects the actual time of day when the power is used.
Customers with real time pricing receive frequent signals throughout the day on the ‘price of
electricity at that moment
Regional Transmigsion Organization (RTO)

FERC-mandated regional orgamzanons that will operate and monitor the transmission of
power with the objecnve of increasing the secunty and rel1ab111ty of the transmission grid.

Renewable Energyil

Any source of energy that is contmually avallable or that can be renewed or replaced,
such’ as wind, solar] geothermal, hydro, photovoltaic, wood and waste. Non-renewable energy .

sources include coal, oil, and natural gas which all exist in finite amounts.
f

1
b
Solar Power ‘ Ji

Energy generated by the sun through the collection, transfer and storage of the sun’s heat.
Photovoltaic or solar cells convert sunhght into electric energy.

[
\
i
}
|
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: Transmisslon

AR iy

The act or process of tmnspomng
from a source of supply to the dlstnbutxon part of a unhty

pressurized prpelmes.

In electncrty, the other two stages of the mdustry are generatxon'and dlsmbuuon In
natural gas, the other stages are exploranon/productlon and d1stnbut10n

Transmlssmn Grid

i

An mterconnected system for transmitting power along h1gh-voltage lines in bulk from
points of supply to points of demand.

Watt

The basic unit for measunng volume of electnc1ty. \Techmcally,

1t’s the power produced
by a current of one ampere across a potential difference of one Vol -

.Weatherization —

A set of measures deSLgned to reduce heat gam .and/ or heat loss, and thereby energy
consumption. Common measures include weather stnppmg 1l1ng' ‘and wall insulation, and
storm windows and doors. Some utilities operate: weathenzanon programs offering incentives
such as low interest loans or rebates for these mstallauons




APPENDIX B

Task Force Activities

The Task Force’s initial meeting was February 16, 2001 in Jefferson City. Through a

facilitated process, the Task Force identified generally the causes that led to the high prices of

natural gas that existed at that time. The Task Force discussed the desired outéomes_that could
be achieved throuéh changes in Missouri energy policy. A schedule of future meetings was
agreed upon.

All of the Task Force’s subsequent meetings have been held in public. While individual

members of the T.fisk Force have had conversations with individuals representing consumer
‘;
I _

groups, energy companies, energy consultants, and government agencies, as well as individuals
[ ) . .

. I
representing their own personal interests, no meetings of the Task Force or any of its committees

§

have been held in pﬁvate.

_ On March li; pursuant to Gov. Holden’s directive, the Task Force published its Initial

‘Report. We 'cohéh%ded that the sudden rise in the price of natural gas and propane during the

|; _
winter of 2000-01 was caused by the combined effect of factors relating to supply and demand,

extremely cold weather, and federal and state régulafory praét_ices. There was no credible

i
evidence that the sudden rise in prices was caused by unlawful conduct. As discussed later in

" this report, the sigriiﬁcant drop in natural gas, propane and petroleum prices this summer has

. generally confirmed the Task Force’s belief that this winter’s crisis was an extraordinary event.

A. Mar&h Meeting

The Task Fotrce’s March 16 meeting in Jefferson City focused on the high cost of natural
{* _
gas and propane. Presentations were made by Warren Wood, Manager of the Natural Gas

Department, Missouri Public Service Commission and Wayne Terpstra, area manager for



Ferreligas, LLP, one of'the larg U States retail mcrkeré

Liberty.

The Task Force also heard'from Represcntatrvc Carol Jean Mays, ( Chamnan of the House

Utﬂrucs Comrmttcc She wclcomcd thc work of thc Task Force stating that she mtended to use

the rccommendatrons of the Task Force in formulatmg 1eg1s1at10n for the upcormng legislative

session. The Task Force also hcard briefly from Phil anht;fffcprcccqung‘ scveral consumer
groups and Kansas City Power & Light Company, as well as Steve Murray, representing
UtiliCorp United Inc.

"B.  April Meetmg Consumer Issues (St. Loms[
The Task Force ] Apnl 20 meetmg, conducted at t.he Wamwnght Statc Ofﬁce Burldmg in

St Lou1s, focused on consumer 1ssucs The Task Forcc hcard staternents from a number of
indjviduals, inc_luding Lt. Governor Joe Maxwell, mainly commcntmg orr ‘thc r_1atura1 gas price
spiiées ‘on various sectors of consumers. The Task' Force " ia]co :heard' a number of

recommendatlons both short-tcrm and long-tcrm, on encrgy pohcy in gcneral

Making statements or presentations to the Task F orce wcrc

1. J oe Machll Lreutenant Govemor of Mrssoun

2. Deborah Chollet, Gateway Ccnter for R urcc Efﬁcrency, Missouri
Botanical Gardens, St. Louis; )

R Elaine West, Missouri Association of Communrty Actlon, St. Louis;
4. " Ocie Johnson, Office of the Mayor of St. Lorns“ A
5. | Jan Yacovelli, Yacovelli’s Restaurant, Flonssant;
6. Dennis Kellcy, Executive DlICCtOl’, MlSSOllI‘l EnergyCare, St Louis;

7. Duncan E. Kincheloe, General Manager, stsoun Pubhc Utility Alliance,
~ Columbia;




8. ' Winifred Colwill, Executive Du'ector, League of Women Voters of
l Missouri, St. Louls, i

9. ' Edward Choklek, - Woolpert Corporatron, representmg the Energy, o
f' Committee of the St. Louis RCGA Envuonmental Counc1I .

Ivan Eames, Central Missouri. Countles Human Development Corp ,‘ |
i Columbia; and

1

10.}
! o .
11, i J. Kay Smith, Am_eren Corporation, St. Louis.
!

C. x Meeting: Industry Issues (Kansas City)
On May 24 the Task Force met in Kansas City, hearing mainly from representatives of-

public utilities and" other corporations providing energy services. The meeting convened at the

headquarters of Acluila Inc. in downtown Kansas City. Aquila is a leading marketer of power

\ :
and natur:al gas that also spec1ahzes in risk management tech.mques as well as mdependent power

plants not operatmg as regulated pubhc utilities. After remarks' made by Jeffrey D. Ayers

General Counsel, Bradford T. Nordholm Semor Vice President for Capacity Servrces - Power,
| _

and Mark Gurley, Semor Vice President and General Manager of Trading, the Task Force toured

the Aquﬂa Tradmg Floor, receiving explanations on how energy and related financial tools are .
'E ) : :
traded in the marketplace.

The Task Force then adjourned to the Lakes1de Nature Center in Kansas City’s Swope -
Park where it heard presentanons from the following: |

1. _Alan H. Rlchardson, President, American. Public Power Association,
Washington, D.C; '

2. ' Michael C. Pendergast, Assistant Vice President and Associate General
- Counsel, Laclede Gas Company, St. Louis;

- 3. Craig Nelson, Vice President for Corporatc Planmng, Ameren
" Corporation, St. Louis; :

4. Tim Keamns, Trigen Energy Corporation, Kansas Cit)};

5. + William Downey, Executive Vice President, Kansas City Power & Light'
. Company, Kansas City;



{Robert J Hack, Vice President for Regulatory Affairs, Missouri Gas
L fEnergy, a dmsxon of Southern Union Company, Kansas City;

.‘ Rlchard E Malon, Dlrector Clty of Colurnbla Water & nght Depamncnt
i and ;

3

‘ “ Ken_ Carlson, Fuels Consultant, Black & Veatch, Overland Park, Kansas.

© D. - :June M_eeﬁng: Enérgx Efficiency and conservation Issues (Springfield)

The Task Force’s next meeting was conducted on June 15, 2001 -in Springfield. Hosted

by City Utilities of Springﬁeld,;tlﬁs session focused on energy efficiency, conservation and

technology isé'ues. A'fter opening':_lremarks by Kenneth McClure, Associate General Manager for

Customer Relations of City Utilities and a former member of the Missouri Public Service

Commission, the following individuals made presentationS'

. Jefferson Cny, .

1.’

10.

Ryan Kmd Chief. Energy. Econommt Office of the Public Counsel,

- Tina Worley, Utility Services Manager, Cxty of Columbia Water & Lxght
' Department

- Willy Haffecke Power Systems Technician, City Utilities of Springfield;

'- Jamie Kline, MISSOLII‘I Comn Growers Assocratxon and Missouri Comn
. Merchandxsmg Counsel;

) Alecia Ward, Executlve Duector, Mldwest Energy Efficiency Alliance,
Chlcago, Ilinois;

" Dr. Aﬂcy Larson, Northwest Missouri ‘State University, Maryville;

___Joe Lucas, Vice Pre51dent of Commumcatlons, Amencans for Balanced -
Energy | Chomes Alexandna Vugmla

Travis Crcswell Qzark Solar, Inc. Spnngﬁeld

Lori Bird, Senior ' Energy Analyst, Nauonal Renewable Energy
Laboratory, Goldcn, Colorado; e

Julio Royi, The Cadmus Group, Inc., Waltham, Masaaonuseﬂs;

Carla Klein, The Sierra Club, Missouri Global Warming Program ; and



- - The Task Force s July session was. held at the_':Show-Me- Center, Southeast Mrssoun State

Umversxty in Cape Glrardeau Conducted on July 13, the Task Force was welcomed by Don
chkerson, Chalrman of the Board of Regents of the Umversny This session was designed to
conclude with several energy efﬁcrency and fuel chorce presenters, as well as other individuals
who had not been aPle to attend previous sessions. The presenters were:

1. i{ Frank B. Stork, Executive Vice Presuient, Assocxatlon of Missouri Electric
Cooperatives, J efferson Clty, '

2. Kelley J. Ogletree, Execuuve Director, M1ssour1 Oil Council, Jefferson
i Clty, _
4\; LI n“

3. i "Glenda Thomason, Intematlonal Brotherhood of Electncal Workers, -
" Washington, D.C,;

| :
4. | MarkKrebs, Laclede Gas Company, St Louis;
5. Sterling S. Mlller, Area Manager, CM3/Viron, St Lou1s, )

6. | Anna Garcia, Center of Energy_ and C_lunate_ Solutions, Global
Environmental & Technical Foundation, Washington, D.C.; and

7. | Ron McLinden, Environmental Analfst, City of Kansas City, and a
‘ ? member of the former Missouri Total Transportation Comrmssmn

Written state‘rnents were sublmtted by R.le Kmn of Exelon Serv1ces Inc in Kansas Clty,
and Norma Collms, Assocmte State Drrector for Advocacy for the AARP in, Mrssoun The Task' .
Force also received pubhc comment from a member of the Sierra Club concernmg nuclear power
and the Callaway Nuclear Plant and from Represerrtatrve Carol Jean Mays, Chairman of the
House Utilities Com{mttee. |
'F. Worliihg Sessions
The Task Fc};rce subsequently met in open session in Jefferson City on August 10,

l ‘
August 30 and October 5 to draft its final report to the Governor. The Task Force presented its

;
I
§
I
f
I
k
3
;
I
|
|



final report to Governor Holden on October 16 at’ Northwest stsoun State Umvers1ty in

Maryville, an msumuon noted for developmg its own altemauve fuels energy plant

1 ]




APPENDIX C

I

' i-' An Overview of Missouri Energy Use and Sources

’ The state of Mlssoun ranked as the 20Ih largest energy consummg state overall and ranked 35% in

per capita energy ¢consumption in the U.S. in 1999, (U.S. Department of Energy; most current
available data) with a population of approximately 5.6 million.

- Missouri’s populau'on has grown by about 3 percent in the past ten years while energy demand
- has increased nearly 8 percent. Missouri ranked in the top 20 states in all energy-using sectors

except the 1ndustr1a1 sector. Missouri consumption ranked 16™ in the nation for residential, 14"
in commercial, 29 in industrial and 15%in transportauon (1999 data).

Missouri’s pnmary’ energy-consuming sectors and their share of total energy consumed includes
the following: transportation 35 percent, residential 24 percent, commercial 19 percent and
industrial 22 percent (1999 data), Electncﬁy is primarily consumed by the residential and

-commercial sectors, while natural gas is used predominantly by the residential, commercial and

industrial sectors. |
. i‘

Mlssoun relies heavﬂy on energy resources from outside the state, zmportmg more than 95

__percent of its energy source — coal, petroleum and natural gas — and paying more than $12 billion

each year for energy

Ii ' :
Electnatx coe _ . : ‘ -

Electricity is produced predominantly by coal imported from Wyoming (83%) and nuclear power
(12%). The remammg 5 percent comes from hydroelectnc power, wood, fuel oil and other

minor sources. !;
|5 :

" Generating facﬂmes within Mlssoun provide the great majority of the state’s electrical power.

These utilities mclude investor-owned regulated electric utilities, municipal electric utilities and
rural electric cooperatlves Missouri also receives additional supplies of elcctncuy from outs1de

" the state through 4 electric re11ab111ty power pools.

.
The electric utility mdustry, in response to a major electric utility blackout in the northeastern
U.S. in 1965, estabhshed the North American Electric Reliability Council (NERC), a voluntary

- nonprofit corporatlon owned by 10 regional reliability councils.. The NERC set operating

standards and monitors compliance with rules designed to ensure the operating reliability of the
electricity network‘

The four electnc reliability organizations that serve Missouri are the Mid-America
Interconnected Network, Inc., which serves a large portion of eastern Missouri; the Southeastern
Electric Rehablhty Council, which serves central Missouri; the Southwestern Power Pool, which
covers Missouri from the City of St. Joseph to McDonald County in Scuthwestern Missouri and
Mid-continent Area Power Poll (MAPP).




The Misscuri Pubhc Semce Comm:ssmn (PSC) regulates Mlssoun s five electric investor-
" owned utilities.” The PSC works closely with these uulmes to. momtor current situations, provide
direction if there are capacity of rehablhty concerns and set appmpnate customer rates. The five

- regulated ut:htxes in Missouri aré AmerenUE (St. Loms), Kansas City Power and Light, St.

Joseph Light. and Pewer a division. of UuhCorp United Inc.), The empire District Electric
Company (Joplm) and Nhssoun[Pubhc Service (Kansas ‘City, Missouri, also a division of
Utilicorp United Inc. ) These five utilities comprise approximately 70 percent of electricity sales
to Missouri customers. ~ Rural electnc cooperatives have 16 percent of the market share while
municipal utilities have 12 percent - A complete list of electric power plants operating in
Missouri is attached,’  This [ist 1dent1ﬁes the fuels used and the technologies employed to
generate electricity. In addition, a dzrectory of all electric 'and gas utilities operatmg in the state
is attached.

Missouri is ranked as the nation’s 31‘ Iargest consumer of electnclty per capita. For more than
two decades Missouri has enjoyed an abundance of electricity and was able to sell excess
electricity out of state. However, as consumer demand for electricity increases, load forecasts for
Missouri’s mvestor-owned ut111t1efs mdlcate a need for addltlonal electnc supphes

Through the year 2004, Missouri’s regulated utilities wﬂl genemte just over 14,600 megawatts
(Mw) of electricity’ annually and will purchase approxunately 1,600 Mw annually to meet
consumer demand. Projections indicate Missouri's growing peak démand for electricity could
result in a shortfall of more than 500 Mw i in 2002 and 2003, and a shortfall of over 800 Mw by
2004. In the short term, utility companies are purchasing power to ¢over any shortfall until new
generation facilities are built. These projections do not mclude generation by rural electric
cooperatwes or mumc1pa11t1es
Resuiennal eustomers account for more than 41 percent of Missouri’s electricity consumption,
followed by commercial users at 35 percent, industrial at nearly 23 percent and remaining

balance for street lights and other_' applications at a little more than one percent.
) 3 ) o

-u
P

Electrical Transmission Ni eiwofk

A high-voltage, 1arge~sca1e u'ansnnssmn system connects multlple large power plants to assure
reliable generation supplies. These transmission networks historically served defined regional
boundaries. However, the advent of wholesale eIect:nc _competition, or “wheeling,” fostered by
federal law and regulation has changed operation of the transmission network.- The fransmission
system is now used as an “inferstate highway” for the dehvery of a compenuvely priced
electricity commodlty i
b :
Where Iong-term power and transmission arrangements were once the norm, and short-term
_spot-market purchases were relatively uncommon, the grid now handles a much greater number
of exchanges or short duration.; This has created significant concern about the capacity of the
nation’s transmission system to deliver reliable and sufficient amounts of electricity where and
when needed. Confronted with a changing legal and contractual landscape, investment in new
transmission lines has been deferred by many utility companies.



Electric Utility Restructurmg in Mlssoun

The Energy Pohcy Act of 1992 and the Federal Bnergy Regulatory Comrmsswn (FERC) Orders. _—
888 and 889 encourage wholesale electrical competition by prowdmg for open access to
transmission lines.  Regional electricity price differences, new lower-cost generation
technologies and federal policies have prompted a movement to restructure the retail level of the
tradition regulated electnc industry and introduce market-based compentlon - ‘

Large industrial users and many utility companies advocate electnc utility restructuring. .
Industrial users see an opportunity to lower the utility costs because they would be free to shop
for the best market price; utility companies se¢ opportunities to increase revenues by marketing
their product — electricity ~ to new customers across the nation. New generation technologies,
which use natural gas to generate electricity, have reduced the cost of building centralized power
plants, thus reducing the need for regulated rates that guarantee recovery of these costs over a
long period of time; |
| :

As of October 1, 2001 a total of 25 states have passed bills or approved regulatlons that provide
for competition, mcludmg the bordering states of Illinois, Arkansas, and Oklahoma. As a
~ relatively low-cost state (below the national average) and because of concerns that residential

rates might mcrease Missouri legislators have not felt the urgency to overhaul the current
regulated approach, Some states that have moved ahead have experienced transition problems,
including a limited number of competitors willing to serve residential customers, misleading
* promotion of “green power,” disruptions in reliability and higher prices to residential customers.

In Missouri, a PSC task force and a legislative committee have studied restructuring. During the
1999 and 2000 1eg1slat1ve sessions, several bills were introduced and discussed in the Missouri
General Assembly\ A major part of the discussion centered on the recovery of stranded
investment costs by utilities, revising the method for collecting utility tax revenues to protect this
significant income source for local governments, and the lack of bill contents supportmg energy
efficiency as a means of helping address increasing electrical demand.

Bills introduced in t_he 2001 legislative session have shifted from comprehensive restructuring to
limited restructuring. These bills would have allowed Missouri utilities to transfer generating
stations to an unregulated affiliate and large customers the opportunity to choose their electrical
‘energy service provider. In essence, the bills would have freed the large industries and utility
companies to participate in a free market, while residential and commercial customers would
have remained under the existing regulated system. Significant oversight would have been
transferred from the Missouri PSC to FERC. While adoption of the structure would not provide
choice of suppher to all customers, it would have mchrect nnpacts on M]SSOUI‘] supplies and
rates : :

Natural Gas i;

Approximately 60 percent of Missouri households use natural gas to heat their homes. Natural
gas also is used to’ produce goods and generate electricity. During 1999; Missourians used



approxnnately 260 billion cubic feet of natural gas. A combination of low dnllmg rates during
the past decade, low gas inventory, an unusually cold winter and mcreascd demand led to
- wholesale natural gas prices that spiked 350 pcrcent higher during the 2000-2001 wmtcr than |
dunng the winter of 1999-2000 _ .

Elecmc utilities are now using more natural gas to produce electricity as on approach to meet
- Clean Air Act requirements. This new demand for natural gas places additional pressure on
natural gas supplies, which stand significantly below historical levels. Missouri’s electric
utilities used about 7 billion cubic feet of natural gas in 1997 and 19 billion by 1999. Utilities
and independent power producers have announced plans to construct new generating capacity in
~ Missouri fired by natural gas, so this share is expected to increase. In the U.S., approximately 88
percent of planned new generating capacity between 1998 and 2007 will be gas -fired.

Natural gas is transported into Missouri by interstate pipeline from Arkansas, Oklahoma and
Kansas to local distribution companies (gas utility companies) which, in turn, move the product
to the consumer through their local gas lines. Missouri’s not a natural-gas producing state with
no commercial gas production and little potential for future production.

Propane
" Approximately 12 percent of Missouri households heat with propané, Propane also is used to
support commercial Operations, produce goods, dry grain harvests and fuel vehicles. In 1997,
Missourians used approximately 500 million gallons of propane. - The residential sector
consumed the largest share at nearly 60 percent, followed by industry (which includes
agriculture) at approximately 30 percent. The commercial sector used 10 percent while the
transportation sector consumed the smallest share at one percent.

- A by-product of both crude oil refining and natural gas production, propane prices increased
more than 80 percent during the 2000-2001 winter compared with the winter of 1999-2000
(based on Missouri DNR Energy Center survey data). Similar factors to those affecting natural
gas — low mventoncs, cold wmter and hlgh fossil fuel pnces - contnbuted to the propane price
increases.

- Propane is moved by pipeline and truck. Pipelines move propane to distribution terminals in

Missouri located at Kearney, Moberly, Jefferson City, Belle, Mt. Vernon, and Dexter. From these

- points, propane product is moved by large transport trucks to retmlers Local propane retailers

then move propane to Missouri end-use customers using smaller trucks

Missouri customers ate served _by 229 propane companies with 657 local storage locations that
fill propane tanks for their consumers. Ferrellgas Company, located at Liberty, is the second
largost propane company in the U.S.

Energy Efficiency

The link between energy,- the environment and the economy is apparent. In Missouri, we spend
$12 to $13 billion every year on all of our energy needs. Because we import more than 95




percent of the conventlonal fuels we consume from [ utmde the state (coal 011 and natural gas),
most of the money leaves Missouri’s economy.: A.When we use ‘energy more efﬁcxent}y, energy

R costs are reduced and the resultlng savmgs stay mthin the state to bolster the state economy

From the combustlon of fossﬂ fuels electncal generatlon is the nation's smgle largest source of
population accountmg for 70 percent of the nation’ s “sulfur dioxides, 33 percent of the nitrogen
oxides and 35 percent of the carbon dioxide. In MISSOIJII, the electnc unhty sector’s hare of
greenhouse gas emissions was 47 percent m 1996 Y

Energy efficiency slerves as an energy resource. Wl'ule additional energy supplies may be needed
to meet mcreasmg»demand, energy efficiency also provides a means to moderate demand and
reduce the numben of new power plants and development of other energy sources. A recent
national report from the Alliance to Save Energy concluded that, of those states that do not have
an established energy standard, Missouri ranked fifth in the potential to save energy.

Installation of cost-eﬁ'eenve energy- efﬁc1ency measures (building shell upgrades and equipment
replacements) in an “average” Missouri residence is. estnnated to reduce the annual utility bill by
as much as 47 percent

U
The Department of Natural Resources Energy Loan Program has loaned more than $28 million
to schools and Iocal governments to implement energy-efﬁc1ency upgrades since 1989 saving
more than $5.7 mﬂhon annually in energy cOsts. :

: : :
In response to Cahforma S energy crises, Govemor Davis is calling for a 20 percent reduction in
the state’s energy consumpuon Efficiency and demand reduction programs are expected to
reduce California’s peak load electricity demand by more than 3,700 megawatts from a summer
peak load of approxunately 48,000 megawatts. By some estimates, if California had maintained
energy efficiency spendmg at 1993 levels instead of reducing investments by 50 percent, there
would be 1,000 mor|e megawatts available now ~ enough to power about one million homes.

Renewable EnergyrSources

Renewable energy 1sources in the M:dwest can play an mcreasmg role in the future of our
environment and our economy. Diversifying energy sources in Missouri will provide benefits by
reducing our vuInerabxhty to volatile oil markets, improving grid rehablhty of businesses and -
energy systems offenng economic benefits from the development of renewable energy industries
and improving the envuonment from reduced emissions.. Clean domestic energy choices for
power generation, mcludmg solar; wind and biomass, can improve efficiencies and reduce
expenditures on transmlssmn and distribution equipment by siting these technologies close to the
point of consumptlon

L B . PR .
The costs of wind energy is now in a competmve range w1th power technologies that use fossil
fuels, ranging from 3.0 to 6.0 cents per kilowatt-hour, not including the U.S. federal production
tax credit. Increasmgly, utility companies are deciding to build wind-powered generation
because it is econormcal to do so. Two Missouri utilities, Utlhcorp United and City Utilities of
Springfield are mves‘tmg in wind generation as part of their generating mix.

i
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A US. Department of Energy study found that 12 states in the midsection of the country have
W enough wind energy. potentlal to produce four times the amount of electricity consumed by the

can be developcd for electric generation. If utility-scale wind turbines were operational on some
“of this land area, they would yield a sizeable portion of Missouri’s electricity, consumpnon

, stsoun has an average dally summer solar radiation comparable to the vast majority of the
" United States, ma.kmg solar energy in Missouri an untapped opportunity. As the cost of
traditional fossil fuels increase and the cost of solar energy declines, solar energy for electrical
power generation and water heating is becoming more cost-effective as a means to help meet
peak electrical demand. . The Sacramento Municipal Uuhty District in California is taking
advantage of solar power by installing solar systems on its customers roofs at no cost to the
customer. .

As an agriculturally productive state, Missouri has substantial land area available for energy
crops and crop waste, Other site-specific opportunities exist to recover energy at low
incremental cost from waste streams such as methane from landfills, animal waste systems and
wastewater treatment plants and cellulose fiber from sawmills, forest product industries and solid
waste.

Petroleum

Petroleum products far outdistance both electnclty and natural gas as the primary energy
resources used.  Consumption of petroleum-based products accounted for approximately 58
percent of total energy consumption. Motor gasoline, motor distillate fuel, kerosene/distillate
and jet fuel accounted for over 90 percent of the total petroleum consumption. Nearly 80 percent
of petroleum consumed in the state is for transportation use. Missouri imports and taxes an
estimated 245 million gallons of gasoline each month. The majority of petroleum products enter
Missouri through plpelmes running from Texas, Louisiana, Arkansas Oklahoma, Kansas and
Ilinois.

Missouri Department of Natural Resources

Energy Center

Revised October G, 2001

\in-nr2finen\Pian and

Policy\nrwilbb\Planning & Transitiort\Energy 10

Ipaper final March 22 2001 — edited Oct 9,
» 2001.doc ’

* nation in 1990,; Estimates identify approximately 3 percent of Missouri land area with winds that
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Fossil Fuels

Natural Gas — As of February, 2001 there are no commercial natural gas productxon wells in
- Missouri. Faced w1th falling production, and low prices, the last remaining wells were plugged
in 1997. There are approximately 45 private gas wells in the state. These wells are in the
Kansas City area ‘,and northwest Missouri, with the resulting gas used exclusively on the
landowners’ premises.
i
Following the rise ‘m commermal gas prices in the summer of 2000, the Department of Natural
Resources has ﬁelded some inquiries from potentlal developers. Production from Missouri welis
tends to be low-volume per well. Much of it is believed to originate from coal scams in the
subsurface. Due to the nature of Missouri's resource, commercial development would requlre
numerous shallow wells and a corresponding mvestment ina collecnon system.
|I
There is not an eqsy way to determine whether Missouri’s natural gas or coal-bed methane
resources are proﬁtable to develop. Potential developers of natural gas resources will need to
_ examine expectatmns for future market prices in relationship to costs associated with developing
natural gas resources including land leasing costs, posting bond, complying with regulations,
drilling, de-watermg coat beds and so forth. There has not been extensive study of potential
natural gas resources in Missouri. It certainly may be worthwhile for compames to conduct
some systematic testmg of natural gas resources and coal-bed methane resources in Missouri to
determine economle v1ab1hty
Coal - The sulfur content of coal in Missouri has made it economically beneficial for electric
utilities and other major users to purchase coal from Wyorrung, rather than use Missouri coal
- deposits.  The lower sulfur content of Western coal makes it easier for utilities to meet clean air
" requirements. The price of coal has increased very little during the past several years; therefore,
the econormcs of developmg MISSOI.ID coal resources have not unproved s1gmﬁcant1y
Qil - Deposns of crude oil in western Missouri have been developed when the anticipated price
per barrel was sufﬁlclent to cover the substantial extraction costs. Due to the heavy nature of the
oil in Missouri deposits, extraction has been enhanced by the injection of steam into the
formation. In 1998 the gross value of sales of Missouri crude oil was approximately $1.0
million. .~ |

..........

Renewable Energ31?
!

[+
Diversifying Missouri’s energy mix through the increased use of renewable fuels will mitigate
fossil fuel price increases, improve grid teliability through on-site generation, provide



"@
i H)
iy
o

eqvironmental benefits from reduced - inissions
development of renewable energy‘indusuigs in Miss

Wwind - With_exisﬁné technology, the cost-effecty! ind turbines réquires an 2V
wind speed of at least 14.3 mph.. ‘,Whiie'"the average, wind speed for. the magority of
land area has. wind-speeds below this Jevel, estimates prepared for the U.S. Depa
Energy have determined that approximately threé percent of the state has go0d winds that can.
developed for electric geifxerationf‘ If utility-scale wind turbines were aperational on som

land avea, they would yield a sizeable portion of Missouzi’s e@ec’tricify'cons\;mption. .

fw

With continued rapid improvesent in ‘wind tarbine sechnology, and Jong-tetin Tehiable” wind
measurements, the coStS of wind-generated electricity have substantially decreased. The cost of
wind-generated power in areas with substantial wind speed now rivals the costs of coal-fired and
aatural-gas-fired powWer plants. Increasingly, utility companies are deciding 10 build wind-
powered generation because it's economical to do so.

n Missourl specifically, our hest winds lie in southern Missouri along the Ozark Plateau rupning

roughly from Joplin to Rolla and in limited areas along thie Missouri-Jjowa border. These areas
should be closely exa_’nlined for cost-effective deveiopmen‘g of wind-generated electricity.

As large areas with zi"_' sup'éﬁor' .4 fesource are found fx_:n?f:"léighbori;ig" states, it is ‘antiéiﬁ__ated n
that utility scale development will opt for the ;x}ost_'épst—effectiv& opportunities first.
Department of Energy study found that twelve states 10 the iidsection of the country have

enough wind energy pot atial to produce four times the amount of ‘electricity consumed by the

nation inl 1990, Wind resources 1 neighboring states can and shouid be constdered for potential

use in-Missouri. Due fo the proximity and regional interconnectedness of transmission fines,
Missouri should not limit its discussion of rengwable resource development to our bordets.

golar - Missouri has strong solar radiation. In June so‘laf energy 15 on par with that found in
Florida for a photovo‘l_taic systen, which generates electricity from: solar power. photovoltaic

(V) electricity generation s being found in &0 ever-expanding variety of uses. As the cost of

wraditional fossil fuels increase, solar energy becomes an i_ncreaSIn'g_Iy attractive supplement 10
electrical power generation and water heating. With solar, there are 10 ongoing fuel coSts: One
of the most jmportant aspects of Missouri’s solat resource is that it :s most available when

»

demand for electicity i8 highest — during the hot summer days when air conditioners' place the
greatest demand on the electric grid. Historically, when 2 new. electrical use requires a
significant extension of electrical lines, solar power i8 often more_cost_—efchtive than running
new power lines. So, its use is often cost-effective NOW in remote arcas. As the-cost of solar
energy declines and fossil fuels increases, PV is_becoming more cost-effective 1 everyday

applications, especially as 2 means to help meet peak demand.

1 would be beneficial for Missouri to implement simple standards for ih';erconncction_ to the grid
and compensation for any excess POWEr gencrate_d (net metering) t© make renewable energy

>

sources, such a8 solar, more economical for homeowners and businesses 0 USe.




Biomass - As an agriculturally productive state, Missouri has substantial Iand area av:nlable for
energy crops and crop waste. There are also site-specific opportunities to recover energy at low
- incremental cost from waste-streams such as methane from landfills, animal waste systems and
wastewater n'eatment plants, and cellulose fiber from sawrmlls forest product mdusmes and .

solid waste.

A 1997 study by the University of Missouri-Columbia commissioned by DNR-assessed the
volume of biomass and municipal solid wastes in Missouri. It found that there are vast quantities
of unused or under-used biomass resources such as crop wastes, dedicated energy crops on
- Conservation Reserve Program land, wood residues, used tires and municipal solid wastes. .
Biomass and coal can be handles and burned in essentially the same fashion. In fact, biomass
can be “co-fired” with coal in small percentages in existing boilers, requiring no new generation
facilities. The co-fired biomass are usually low-cost feedstocks like wood or agricultural waste.
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) APPENDIX F _‘
1 MISSOURI DEPARTMENT of SOCIAL SERVICES -
} > - Division of Family Services

{~ .7 7 FX=2001 LIHEAP Stafisfics . " -
& o om e AGEE e L . I X

COUNTY Total Applications DENIALS COUNTY - Total Applications

ADAIR . B04 128 MCDONALD . . 739 v |
ANDREW - 335 . 53 | MACON 452 -
ATCHISON P 250 .27 MADISON 654 -

AUDRAIN I 762 - 81 MARIES - 305 - - 2
BARRY i 1272 168 MARION 956 - 152
BARTON P 417 40 - MERCER C 161 - it 25
BATES b 631 107 MILLER 811 . 122
" BENTON . 804 108 MISSISSIPPI 1429 135
BOLLINGER I 493 51 MONITEAU 269 ’ 49
BOONE v 2676 277 MONROE 245 ' 48
BUCHANAN I 2380 328 MONTGOMERY 423 77
BUTLER i 2296 257 MORGAN 760 : 127
CALDWELL i 205 69 NEW MADRID 1713 175
CALLAWAY 868 163 NEWTON ) 1104 ~ 150
CAMDEN 834 143 NODAWAY 370 o 47
CAPE GIRAR. f 1730 . 259 QREGON 608 * . 58
CARROLL [ 331 54 - | OSAGE 216 : <o 4]
CARTER . P 478 53 QZARK. ' 501 . -~} §5.
CASS- - 1032 211 PEMISCO o 1960 =7 158
CEDAR i 618 56 PERRY 484 ’ - 60 1
CHARITON i 256 28 PETTIS 1439 215k
CHRISTIAN L1132 189 PHELPS 1385 158 -
. CLARK - - - 291 51 PIKE . . 503 - 77 -
CLAY 1387 350 PLATTE 379 - |- 88
CLINTON 345 82 PCLK 1038 ’ 138
COLE . 1168 . 213 PULASKI 978 - 148
COOPER 431 © 81 PUTNAM 286 32
CRAWFORD . 891 124 RALLS 225 37
DADE 264 42 RANDOLPH 875 - 131
DALLAS i 767 90 . RAY 427 - 56
DAVIESS 357 54 REYNOLDS 435 .31
DEKALB 245 38 RIPLEY - - 1082 : - 95
DENT - 781 96 ST. CHARLES 1514 215
DOUGLAS 664 10 ST. CLAIR 506 . - 48"
DUNKLIN 3125 292 ST.FRANCOIS . - 2088 - . 242
FRANKLIN 1624 240 STE. GENEV. 424 . 49
GASCONADE - 332 33 ST. LOUIS CO. 10569 - 2858
GENTRY 240 45 SALINE 637 102
GREENE - 4695 570 SCHUYLER 190 - . -} - 29
GRUNDY " 492 56 SCOTLAND 205 27
HARRISON 445 53 SCOTT 1892 181
HENRY - 998 143 SHANNON 678 70
HICKORY L 473 37 SHELBY 255 46
HOLT AT 22 STODDARD 1623 201
HOWARD - 383 57 - | STONE 1005 . 117
HOWELL 1 1629 232 SULLIVAN 297 36
IRON I 618 95 TANEY 1428 285
JACKSON 11816 2546 TEXAS 1128 142
JASPER ) 2320 461 VERNON 933 129
JEFFERSON 2121 415 WARREN 388 56
JOHNSON 706 131 WASHINGTON 1532 137



oy

KNOX 179 A4 WAYNE L 10057, . .15
LACLEDE 1292 157 WEBSTER ;1058 .. . . 162
LAFAYETTE 628 122 WORTH © 110, 7 18
LAWRENCE 1165 162 WRIGHT - r1220 1 |t 136
LEWIS 369 66 ST. LOUIS CITY"- C175851. - b T 4127 - -
LINCOLN 914 163 : L o

LINN 526 . 88 L .
LIVINGSTON 538 121 TOTALS: 137564 . 22977




 ALABAMA:

ALASKA:

ARIZONA:

ARKANSAS:

CALIFORNIA:

COLORADO:

.| $367,826- fuel funds..
. 4. $617,940 - utility-funded weatherization
| $252,339 - community donations

" APPENDIX G

1959 STATE LEVERAGING SUMMARY DATA

:(Complled by the L]IIEAP Clearinghouse, June 2000)

| Resources: $4,637,186. Award: $266,627.
i $2,365,278 - utility discounts
. $2,271,908 - fuel funds

- Resources: $6,851,145. Award: $615,800. .
L. 56,851,145 - state funds
' $3,863,841 - State Power Cost Equalization Program (subsidizes
_ electric bills of low-income people in remote areas)
$2,323,145 - supplemental weatherization program
$664,159 - Rural Residential Energy Rehabilitation Program

| Resources: $8,056,653. Award: $820,712.

. $6,095,785 - utility discounts
i $722,763 - state/local funds

{ $260,364 - fuel funds

|
: | Resdufces: $260,364. Award: $17,817.
|

‘ Resources: $66,012,298. Award: $1,958,620.

$43,913,331 - mandated utility rate discount, 10-30%

$11,769,029 - utility-funded weatherization, energy efficient apphances
- weatherization inspections, and donated repair of appliances

$3,686,001 - fuel funds
| $2,976,537 - state weatherization rehab program and Petroleum Violation
ia Escrow funds
i $3,034,428 - discounted weadlenzatlon materials, equipment, service
discount for furnaces
$604,996 - church and community; $12,850 - firewood discount
$15,126 - weatherization materials from landlords and other donations -

!ﬁ Resources: $7 343, 908. Award: $298 691.
‘] $2,502,210 - state funds (property tax heat rebate)

$3,497,511 - fuel funds, including $2,500,000 from the Colorado Energy
| Assistance Foundation, which raises money from a variety of private
 sources to supplement LIHEAP
i $1,069,786 - utility-funded weatherization
! $274 401 - utility discount, affordable payment pilot program



CONNECIIQUT:

DELAWARE:’

DISTRICT OF
COLUMBIAY

FLORIDA: ~

IDAHO:

TLLINOIS:

INDIANA:

KENTUCKY:

© $6,400,690 - i gds utility drrearage forgw &

Resources $428,250. Award: $47 614."

' $414,300 < - gas utility discount

. Resources $4,926,566. Award: $ 7:
- $1,785,983 - state funds for weathenzatlo

: $1072115 fuel funds
.Resources $466,093. Award: $33 266

. $219,175 - utility funded weathenza

. $3,803,477 - township trustee assmtance

$1,970,000 - gas and electric utility-funded

. $1,440, 510 oil purchased under Fixed Margin P j'cmg Program
 $828,900 - electric utility arrearage forgwenes
. $683,200: statew1de fuel fund -

$247,200 - ﬁlel funds :
$109,550 - church and community donatlons
$48,300 - utlhty-ﬁmded weatherization . '
$23,200 - bulk discount for fuel oil and kerosene., .

'.Resources $1,331,300. Award $124 572 o

$917,000 - electnc utility discount -

$2,068,468 - community and church funds

$221,583 - fuel funds

$22,807 - church and community cori butions
$2,528 - county indigent funds

Resources $69,265,237. Award
$62,338,487 - SLIEAP funds through‘,restructunng law

5

$6,926, 750 SLIEAP funds used to mat tlhty weatherization program

Resources: $6, 760 334, Award: $20

$1,301, 617 - gas utility waiver of reconnect and dep051t fees
$839,235 - church and community

 $725,371 - fuel funds

$63,437 - summer bulk fuel dlscounts .

- 827,197 - suppher discounts on fans and air condxtmners

Resources: $2,265,121, Award: $82,097.
$706,130 - statewide fuel fund
$651,368 - arrearage forgiveness




MARYLAND:

$354,308 - utility discount

$265,478 - chu.rch/chantable/commmuty '
$231,980 - state/county

$15,857 - utility weatherization

Resources: $8,291,202. Award: $363,355.

$5,940,000 - utility discounts, waivers, arrearage forgiveness, and
weatherization . ' -
$1,364,628 - bulk fuel vendor discounts ‘

$768,156 - donated materials and labor for weathcnzatxon supplier

discounts
$218,418 - church/community donatlons for emergency including furmace

repairs and fuel deliveries, Operation Santa Claus.

Resources: $18,581,851. Award: $693,433,
$8,612,727 - utility fee waivers (mcludes discounts and arrearage

forgiveness)

$6,642,513 - state funds for adult disabled ($5,541,600); state funds for
emergency assistance (31,100,913)

$3,326, 611 - miscellaneous donations, ﬁJel fund and tax rebates

-MASSACHUSETTS Resources: $44,050,228. Award: $1,223,891.

MICHIGAN:

MISSISSIPPL:

$32,672,337 - utility rate discounts
$8,019, 454 Weathenzatlon leveraging (mcludmg utilities, landlords and

supphers)

$1,972,087 - bulk fuel discounts
$729,070 - state programs
$657,280 - fuel funds

Resources: $6,230,952. Award: $166,849.

$3,997,847 - fuel funds

$1,623,362 - utility late fee and deposit waivers

$423,972 - utility arrearage forgiveness

$122,768 - state funds for heat and electrical allowances for state

assistance recipients

) $63 003 utlhty weatherization -

Resources: $9, 270 072. Awa.rd $266 546.
$4,022,323 - utility discounts and fee waivers
$1,679,991 - state energy emergencies assistance and weatherization funds

$2,489,096 - utility-funded weatherization
$640,811 - fuel funds -
$437,851 - miscellancous donatlons

Resources: §1,239,260. Award: $20,368.
$442 987 - utility waivers



' T $386, 64 church and commumty contn
- ;~$210 124 ﬂ.lel funds - :

.. '18153,717 - 'miscellaneous donations
$45 668 suppher dJscounts S

MONTANA:. -  Resources: $1, 737'708 ‘Award: $123,027.
© 7 71 8853,000- ut111ty discounts .
~ $656,631 - unhty-ﬁmded weatherization -
$162,612 - fuel find :
" $50,567 - landlord weatherization contnbunons B
$14 898 supphers discount of weatherization materials

NEVADA: Resources: $505,229. Awa.rd $90, 447
" - $381,498 - fuel funds
¢ - $102,786 - utility-funded weatherization
$14,400 - utility fee or deposu wa1vers
. $3,650 - Jocal funds ™
- $2,893 - Imsccllaneous donatlons

" NEW HAMPSHIRE Resources $1,643,902. Award: $93 744 '

: ’ : " $898,612 - aésistance from towns to’ supplement LIHEAP (state law
mandates that town governments fund 3351stancc programs)
$312,258 - bulk fuel discounts :
$195,924 - statewide fuel fund - 0.

© $108,628 - utility-funded weatherization

+ $82,945 - church and community contnbutlons :

- 845,535 - ut111ty discount : e

NEW JERSEY: _ Resources: $87,111, 770 Award: $2 442 256
. 570,284,262 - Lifeline, a state-funded__ program that supplements
elderly/handicapped energy bills .- '
$10,833,034 - utility funded weathenzatlon
$5,841,456 - utility deposit/fee waivers -
$153,018 - fuel funds

NEW YORK: Rcsources $47 295 900. Award $1 113 164 _

$41,096,027 - state and local funds for Safety Net ($39,798,988), state
funds for arrearage payments to public assistance households ($1,297,039)

- $2,791,306 - utility/fuel bill sales tax excmptxon for public assistance
households :
$1,648,300 - utility discounts and credlts mcludmg affordable pay plans
and arrearage forgiveness
$568,255 - utility deposit, fee waivers
$494,450 - utility company fuel funds

~ $697,562 - Public Assistance Co-op for Energy




NORTH CAROLINA Resources: $2,775 503 Award $79 492 N

r $206,644 - city/county funds =+ : E
b $1,933,969 - fuel funds "y
. $154,816 - utility discount K
| $480,074 - church and commumty contnbutlons .

|:, Resources: $29,740,345. Award $794,625.

$11,677,783 - utility fee waivers . ..

$8,372,135 - utlhty-ﬁmded weatherization

$6,077,532 - state funded Energy Credit for elderly and disabled
$2,371,271 - utility rate discounts

$1,150,000 - fuel funds

$91,624 - supplier discount (air conditioners, Project Air Care)

QHIO:

OKLAHOMA: | Resources: $1,660,866. Award: $106,023.
81,660,866 - utility rate discount

Resources: $3,667,946. Award: $170,222.
$2,046,771 - utility-funded weatherization
$961,400 - fuel funds

$257,595 - discounts on weatherization Supphes
$375,798 - donations of heatmg fuels, blankets, coats etc.
$26,382 - utility discounts, waivers and fuel 011 dlscounts

OREGON:. .

- PENNSYLVANIA:' Resources: $119,761,240. Award: $2,463, 911 S C

- | $80,362,373 - utility arrearage forgiveness, dlscounts affordable pay plans’
I $18,459,747 - utility late payment, dlsconnect, reconnect fee waivers
i $15,210,914 - utility-funded weatherization '3 -

1 $5,745,493 - utility and charitable orgamzatlon fuel funds
$18,713 - bulk fuel vendors : :

RHODE ISLAND: , Resources: $2,702,275. Award: $156,105.

o : : $2,345,950 - utility discounts

$356,325 - arrearage forgiveness for part1c1pants m statew;de Percentage '
of Income Payment Plan L

Resources: $606,160. Award: $47,973.

$95,834 - county funds

$45,588 - landlord contributions to weatherization
$227,021 - propane prepay contract :
$190,138 - church and community donations

+ $28,495 - fuel funds

. $19,084 - utility waiver

SOUTH DAKOTA:



' TEXAS: G Resources: $1,515,440. Award: $53,229.
LT - $1,515,44Q-uti1ityweatheﬁzationprograms

. . VERMONT:!: ... Resources: $4,163,503. Award: $289,861.
R - $3,549,983 - weatherization trust funded through gross receipts tax on
energy
- $256,907 - fuel funds
$226,383 - state general assistance funds
$127,980 - bulk fuel discount
* $2,250 - church and community contributions

. VIRGINIA: . . Resources: $1,994,034. Award: $65,896.
' © §$1,248,877 - fuel funds
$412,267 - states funds for weathenization
. $308,511 - state sales tax waiver on deliverable fuels
. $24,379 - Yvaivcd security deposits

WASHINGTON:  Resources: $18,565,908. Award: $689,886.
- $7,155,253 - utility discounts
© $4,282,386 - state funds for weathenzanon
. $1,916,823 - fuel funds’ ’ :
" $3,930,465 - utility-funded weathenzauon
~ $839,850 - community/charitable contributions
$441, 131 la.ndlord centnbutlons to weathenzatlon

WISCONSIN: Resources $15 679,507.. . Award: $458,337.
<. . $8,811,790 - utility- funded weatherization
- $6,544,346 - utility arrearagé forgiveness
+ $230,457 - fuel funds
$64,557 - landlord contributions to weatherization
- $22,313 - Housing Cost Reductlon Initiative Utility Payment
56,044 - unhty discount




[RST REGULAR SESSION :

92”“ GENERAL ASSEMBLY

, f st . ANACT

’ To repeal sectlons 660. 100 660. 105 660, IIO 660.115,660.120,660.122,660.135 and 660.136, RSMo
2000, relating to the utilicare program, and to enact in lieu thereof seven new sections relating to the

same subject, w1th an emergency clause :

Be it enacted by the General Assembly of the state of Missouri, as ﬁJllows

Section A. Sectlons 660.100, 660, 105, 660.110, 660.115, 660.120, 660.122, 660.135 and 660.136,
RSMo 2000, are repealed and seven new sections enacted in lieu thereof, to be known as sections
Section 660.100, 6610 105, 660. 110 660 115, 660.122, 660.135 and 660.136 to read as follows:

660.100. The department of socml services is dlrected to estabhsh a plan for prov1d1ng financial
assistance to elder]y households, disabled households and qualified individual households for the
payment of charges for the primary or seeondary heatmg or cooling source for the household. This
. plan shall be known as, “Utilicare”. ~ -~ X o

2. For purposes of sectmns 660. 100 to 660.136, the term “elderly” shall mean having reached the age
of sixty-five and the‘ term “disabled” shall mean totally and permanently disabled or blind and receiving
federal Social Security disability benefits, federal supplemental security income benefits, veterans
administration beneﬁts, state blind pension pursuant to sections 209.010 to 209.160, RSMo, state aid to
blind persons pursuant to section 209,240, RSMo, or state supplemental payments pursuant to section
208.030, RSMo. For the purposes of section 660.100 to 660.136, but not for the purpose of
determining “ellglble subscribers” pursuant to subdivision (4) of section 660.138, the term * ‘qualified
individual household” shall mean a household in which:
H 3 B
(1) One or more reSIdents of the state of Missouri resn:le and whose combined household income is less
“than or equal to one hundred and [ten] fiftv percent of the current federal poverty level or s:xtv Eercent
of the state median income for the relevant household; and
(.
(2) While the Federal Low Income Home Energy Assistance Program remains in effect, the household
is also determined to be eligible for ass1stance under such program and related state programs of the
Mlssoun department| of soc1a1 services. .

660.105. Every quahﬁed mdmdual household for which an application is made, and every applicant
household in which the head of the househoid or spouse is elderly or disabled and the income for the
prior calendar year does not exceed one hundred and [ten] fifty percent of the current federal poverty

level or sixty percent of the state median income, shall be an “eligible household”” and shall be
|; :

i
[
I
¢
[
[



entitled to receive a551stance under the utlhcare program’ 1f rnoneys have been appropnated by the
general assembly to the utilicare’ stablhzatlon fund estabhshed‘pursuant to section 660.136. “Income B
shall be as defined m section 135 010 RSMo : : : R

660.110, The department of soc:lal semces shall be responsxble for ¢ coordmanon of all federal heatmg
assistance programs’ [as well as] into . the utilicare program and shall "provide plans for the
implementation and admrmstratton of these programs. [Except as Otherwise provided in section
660.100 to 660.136, the utilicare program shall be admmrstered in the same manner as the Federal Low
Income Emergency Assistance Program] The department ‘'may contract' with local not-for-profit
community agencies which render energy assistance pursuant to affiliation or contract with the United
States Community Serv1ce Adrmmstratlon of another federal agency o distribute the federal money-
fand], to administer the federal heatmg and cooling assistance programs in ‘accordance with the plan
developed by the department and [The department may contract with local not-for-profit community
agencies which render energy assistance pursuant to affiliation or contract with the United States
Community Service Administration or another federal agency] to provide certain administrative
services in connection with the utilicare program which may include the processing of utilicare
apphcatlons and any other service which the department deems practlcal Insofar as possible, within
the provisions of federal law and regulations, all payments made from funds available from the Crude
0Oil Windfall Profit Tax Act of 1980 and other federal sources shiall be made directly to energy suppliers
in a manner snmlar to payments made under the state ut111care program

660.115. For each ehglble household an amount not exceedmg [one hundred ﬁﬁy] six_hundred
doltars for each fiscal year may be paid from the utilicare stab111zatxon fund to the primary or secondary
heating source supplier, or both, including suppliers of heating fuels, such as gas, electricity, wood,
coal, propane and heating oil. For each eligible household, an amiount not exceeding [one hundred
ﬁfty] six hundred dollars for each fiscal year may be paid from the utilicare stabilization fund to the
primary or secondary ooohng source suppher or both.

[Notwithstanding any other provision of section 610. 100 to 660.136 to the contrary, the amount paid

from the utilicare stabilization fund for cooling assistance in any single cooling season shall not exceed

 the lesser for five percent of the total amount appropriated by the general assembly to the fund for the
most recent ﬁscal year of five hundred thousand dollars ]

2. Foran ehglble household, other than a household located in publicly owned or subsidized housing,
an adult boarding facility, an intermediate care facility, a residential care facility or a skilled nursing
facility, whose members rent their dwelling and do not pay a supplier directly for the household’s
primary or secondary heating or cooling source, utilicare payments shail be paid directly to the head of
the household, except that total payments shall not exceed eight percent of the household’s annual rent
or one hundred dollars, whichever is less.

[660.120.1 Funds for the utilicare program may come from state, federal, or other sources.

2. Any household which is eligible to receive both federal assistance and utilicare assistance in paying

for its primary or secondary heating or cooling source may receive utilicare assistance only as follows:
In the event that the federal assistance available to such household is less than the total benefits
available to the household under the provisions of section 60.115, then the household may receive




‘. utilicare assistance only in an amount equal to the amount of the difference between the federal

assistance available in paying for its primary or seconda.ry heating or cooling source and the total
beneﬁts available to such household under the provisions of section 660.115.] S e

660 122, [Notmthstandmg any other prowsxon of sections 660.100 to 660 136 to the contrary f] Funds’
‘appropriated under the authority of section 660.100 to 660.136 may be used to pay the expenses of
*reconnecting or maintaining service to households that have had their primary or secondary heating or
cooling source disconnected because of their failure to pay their bill. Any qualified household or other
household which has as its head a person who is elder]y or disabled, as defined in section 660.100, shall
- be eligible for assistance under this section if the income for the household is no more than on hundred
[ten] fifty percent of the current federal poverty level or sixty percent of the state median income and
if moneys have been appropriated by the general assembly to the utilicare stabilization fund established
pursuant to section 660.136. Payments under this section shall be made directly to the primary or
secondary heating or cooling source supplier. Any primary or secondary heating or cooling source
supplier subject to the supervision and regulation of the public service commission shall, at any time
during the period of the cold weather rule specified in the cold weather rule as established and as
‘amended by the public service commission, reconnect.and provide services to each household eligible
for assistance under this section in compliance with their terms of such cold weather rule. All home
energy suppliers rece1v1ng funds under this section shall provide service to eligible households
consistént with their contractual agreements with the department of social services. [Notwithstanding
the above, the division of family services shall only utilize general revenue funds appropriated in
conjunction with the chapter after such time as the division has obligated all federal emergency funds
available for the pul”rposes epumerated above.] :

660.135. 1. [Not more than five million dollars from state general revenue shall be appropriated by the
general assembly] - The general assembly shall appropriate funds to the utilicare stabilization fund
- established pursuant to section 660.136 for the support of the utilicaré program established by section
660.100 to 660.136 for any fiscal year [, except in succeeding years the amount of state funds maybe
increased by a percentagc which reflects the national cost-of-living mdex or seven percent, whichever

is lower]. ..

2 The department of social services may, in coordination with the department of natural resources,

apply a portion of the funds appropriated annually by the general assembly to the utilicare stabilization
fund established pursuant to section 660.136 to the low income weatherization assistance program of
the department of natural resources; prov1ded that any project financed with such funds shall [have a
full energy savmgs payback period of no greater than ten years]. Shall be consistent with federal
guidelines for the Weatherization Assistance Proggam for Low-Income Persoms as authorized by
42 U.S.C. 6861, |L

660.136 1. The “utlhcare Stabilization Fund” is hereby created in the state treasury to support the
provisions of section 660.100 to 660.136 RSMo. Funds for the utilicare program may come from
state, federal, or other sources including funds received by this state from the federal government

under the provisions of the Commupity Opportunities Accountability and Training and
Education Services Act of 1998 (Title 1T}, Section 301-309. Public Law 93.568). together with any
interest or other earnings on the principal of this fund. Moneys in the utilicare stabilization fund
shall be used for the purposes established in the Federal Low Income Home Emergy Assistance




Program_and Section 660.100 to 660.136 RSMo. [that are not required to meet or augment the
utilicare fundmg requu'emcnts of, the state in any fiscal ‘ year shall be invested by the state treasurer in
the same mariner as othér surplus funds are invested. “Interest, dividends and moneys earned on such
investments shall be. credlted to the unhcare stab111zatlon fund. ] :

2. The growsions uf sectlon 33 080, RSMo, to the contrary tvnthstandmg, money in this fund
shall not be transferred and placed to the credit of ge general revenue until the amount in the fund
at the end of the biénnium excéeds two times the amount of the appropriation from the fund for

the preceding fiscal year. The amount, if any, in the fund, which shall lapse, is that amount in the
fund which 'exceeds ‘the appropriste multiple of the appropriations from the fund for the
preceding fiscal véar. Monevs in the utilicare fund not needed currently for the purposes
designated in section 660.100 to 660.136 RSMo, may be invested by the state treasurer in the
manner that other !'nonevs of the state are authorized by law to be invested. All interest, income
and_ returns from moneys of the utilicare stabilization fund shall be deposited in the state treasury
to the credit of the utthcare stablhzatlon fund
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(graph)

Average, Highest and Lowest Retall Price of Re51dent1al Propane Sold in MlSSOllI'l (24 rn
fuel data in cents per gallon) (graph)

Spot Price of Crude Oil, West Texas Intermediate at Cushing (dollars per barrel) (graph)

Current, Month Ago and Year Ago Retail Prices of Transportahon Fuels SoId n M1ssoun (cents

per gallon) (gmph) '

Average, Highest and Lowest Retail Prices of Regular Unleaded Gasoline Sold in stsoun (24
months of fuel data ] in cents per gallon) (graph)
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. Task_'Force Me?i_;bers

KARL ZOBRIST, Chalrnian of the Task Force, is a partner’ \;vn:h the law firm of
Blackwell S8anders Peper Martin, LLP in Kansas Clty He served as Cha1r of the Missouri Public
Servme Commission (1996-97).

DR. ROBERT BUSH is Director of the Regional Healthy Communities Initiative at
Northwest Missouri State University in Maryville. He has served for thé past 23 years on the -
University’s Alternative Energy Project which has provided 85% of the school’s energy needs
using renewable resources.

JACQUELINE A. HUTCHINSON is Director of Crisis Intervention Programs for the
‘Human Development Corporatlon in St. LOU.!S She is a member of the Committee to Keep
Mlssounans Warm. : :

MARTHA HOGERTY is the Public Counsel for the State of M1ssoun She has served as
president of the National Association of State Utility Consumer Advocates and is a member of
the F ederal Commumcatxons Comm1ssmn s Joint Board on Umversal Serv:ce

STEPHEN MAHFOOD is Dlrector of the MlSSO‘.lrl Department of Natural Resources.
He formerly served as DlI'CCtOl‘ of the Env:ronmental Improvement & Energy Resources
- ~Authority. - . .

" KATHRYN NELSON is ﬁle former Program Director for the Danforth Foundation in
St. Louis. She is an educator and cornmumty activist.

DR. GENE OAKLEY is the Presiding Comrrussmner of Carter County He is a former
member of the Missouri House of Representatlves, and served as an educator and school
administrator for many years in the Ozarks.

PETER SHEMITZ is Resource Conservation Manager for the City of Kansas City. He
teaches envnronmental hlstory at the Umvers:ty of Missouri at Kansas City.

. RUSSELL STRUNK is Busmess Manager and Fmanc1a1 Secretary for Local 753 of the
International Brotherhood of Electrical Workers in Spnngﬁeld He is a member of the IBEW
Electricity Restructurmg Task Force.
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