BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of the Tariff Filing of Aquila, Inc., 
)

to Implement a General Rate Increase for 
) 
Case No. ER-2005-0436
Retail Electric Service Provided to Customers 
) 
Tariff No. YE-2005-1045

in its MPS and L&P Missouri Service Areas. 
)

AARP’s STATEMENT OF POSITIONS

COMES NOW AARP, and in compliance with the Commission’s Order Directing Filing, provides its positions on the following specific issues from the “List of Issues” filed by the Commission’s Staff (Staff) on December 22, 2005.  On all other issues, AARP supports the positions of the Office of the Public Counsel (Public Counsel):

1. Return on Common Equity (Electric and Steam):  What return on common equity should be used for determining Aquila’s rate of return?

AARP supports the use of the Commission Staff’s traditional Discounted Cash Flow analysis in determining ROE.  In recognition of Aquila’s poor management performance, the Commission should adopt the low end of the Staff’s recommended ROE range.

5. South Harper (Electric):  What costs related to the South Harper facility, if any, should be included in Aquila Networks-MPS’s rate base?

No costs related to the South Harper facility should be included in the cost of service.  This facility was built without the necessary legal approvals and was not the least cost resource option available to Aquila.   However, if the Commission decides to include any recognition of the South Harper facility, it should value the combustion turbines at the market price of $56.1 million, instead of the price it paid to its unregulated affiliate.

8. Deferred Tax Balances:  (Electric and Steam) Should deferred tax debit balances related to non-rate base accruals and reserves be included in the accumulated deferred income tax balances deducted from plant in service in the determination of Aquila Networks-MPS’s and Aquila Networks-L&P’s rate bases?

No, AARP agrees with Staff witness Traxler on the quantification of deferred tax debit balances that should be eliminated in the determination of rate bases for the MPS and L&P divisions.

21. L&P Transition Costs (Electric and Steam):  Are the transition costs of the merger of St. Joseph Light & Power Company with Aquila an expense Aquila should recover from Aquila Networks-MPS and Aquila Networks-L&P ratepayers?

No, Aquila has not established that the merger has resulted in savings that could not have been achieved in the absence of the merger.  In particular, the merger was not necessary to achieve joint dispatch savings.  Moreover, the Commission’s order approving the merger did not support charging these costs to ratepayers.

23.     FAS 106 Funding:  (Electric and Steam) Should the computation of Aquila’s FAS 106 funding deficiency include the time value of the delay in the contributions to the fund?

Yes, the failure to include the time value of the delay based on the capital costs avoided by Aquila in the computation would, in effect, reward Aquila for its violation of relevant Missouri statutes.  Including the time value of the delay is in no sense a “penalty” to Aquila, rather it is necessary in order to calculate the true economic advantage to Aquila resulting from the delay.

25. Corporate Restructuring:  (Electric and Steam) Should there be a disallowance of corporate restructuring expenses for Aquila Networks-MPS and Aquila Networks-L&P and, if so, in what amount?

Yes, the disallowance of corporate restructuring expenses for both Aquila divisions should reflect the fully allocated costs of restructuring efforts, including indirect overhead expenses reasonably allocable to the restructuring efforts.  This amount is calculated in the rebuttal testimony of AARP witness Effron.

With regard to all other issues, AARP supports the positions taken by of the Public Counsel.  

AARP also reserves the right to revise its positions or to adopt new positions based upon cross-examination, new evidence, or arguments made during the evidentiary hearing.

WHEREFORE, AARP respectfully submits this statement of positions.
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