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Title 4 - DEPARTMENT OF ECONOMIC DEVELOPMENT
Division 240 — Public Service Commission
Chapter 22 - Electric Utility Resource Planning

ORDER OF RULEMAKING

By the authority vested in the Public Service Commission under sections
386.040, 386.250, 386.610, and 393.140, RSMo 2000, the Commission adopts a
rule as follows:

4 CSR 240-22,045 is adopted.

A notice of proposed rulemaking containing the text of the proposed rule was
published in the Missouri Register on December 1, 2010 (35 MoReg 1749). The
sections with changes are reprinted here. The proposed rule becomes effective
thirty (30) days after publication in the Code of State Regulations.

SUMMARY OF COMMENTS: The public comment period ended January 3,
2011, and a public hearing on the proposed rule was held January 8, 2011,
Timely written comments were received from the staff of the Missouri Public
Service Commission (Staff), the Office of the Public Counsel, The Empire District
Electric Company (Empire), Kansas City Power & Light Company and KCP&L
Greater Missouri Operations Company (KCPL), Union Electric Company d/b/a
Ameren Missouri, the Missouri Department of Natural Resources (DNR),
Dogwood Energy, LLC, Renew Missouri and Great Rivers Environmental Law
Center (Renew Missouri), and from Public Service Commissioner Joff Davis. In
addition, Staff, Public Counsel, Empire, KCPL, Renew Missouri, DNR, Dogwood,
KCPL, and Ameren Missouri offered comments at the hearing. The comments
proposed various modifications to the rule.

Comments relating to the entire package of changes to Chapter 22: The
proposed amendment to this rule is part of a larger package of nine rules that
comprise the proposed Chapter 22 of the Commission’s rules that establish the
requirements for resource planning by investor-owned electric utilities in
Missouri. Some of the submiited comments relate to the overail package in
general. The Commission will address those comments first, and then will
address the comments that relate specifically to this rule of Chapter 22.

COMMENT 1 - The Rules Should Be Less Prescriptive: Ameren Missouri,
Empire, and KCPL, the electric utilities that will need to comply with Chapter 22,
suggest that the entire Chapter 22 should be less prescriptive. By that, they
mean the Chapter 22 rules should focus more on the end result, the preferred
resource plan, and allow the electric utilities more leeway to determine how to
arrive at that result. As an alternative to the rules the Commission has proposed,




they offer a set of rules prepared by the Missouri Energy Development
Association (MEDA), an electric, natural gas and water utility trade organization.

RESPONSE: The MEDA rules, a copy of which was attached to the comments
filed by both Ameren Missouri and KCPL, has the virtue of being much shorter
than the Commission’s rule, but that brevity comes with a cost. As Staff
explained in its testimony, it and other interested stakeholders cannot properly
evaluate a utility's resource plan unless they know what went into development of
the pian. A preferred resource plan may look entirely reasonable when
presented by the utility, but unless the reviewer knows the assumptions and
processes that were used to determine the plan; the review is of little value.

An analogy can be made to a weather forecast offered by the weather
bureau. The forecaster may offer an opinion that it will rain tomorrow, but unless
the reviewer knows the basis of that forecast, the reviewer has little more to go
on than trust. Staff, other interested stakeholders, and the Commission need to
be able to base their evaluation of the plans submitted by the utilities on more
than just trust.

Furthermore, while the electric utilities would prefer a less-prescriptive
rule, they will be able to comply with the rules the Commission has proposed. At
the public hearing, Ameren Missouri commented: “We have concerns about how
much the process can get in the way of getting to a good result. But in the end
we will do it.” Also in the public hearing, in response to Commissioner Jarrett's
questions about the experience in other states, Empire commented: “... we're
able to do a total company IRP. And since the Missouri rule is the more onerous
... what we do in Missouri, as far as the IRP, in those other jurisdictions. And we
are all on the same three-year filing cycle in all three states, which makes it nice
for us.”

The rules the Commission has proposed strike a proper balance between
the utilities’ interest in freedom of action and the Commission’s need to know the
basis for their proposed plans. The Commission will not adopt the rules
proposed by MEDA.

COMMENT 2 - Linkage with the MEEIA Rules: Renew Missouri and the
Department of Natural Resources are concerned about the interrelationship of
these rules with the rules the Commission has proposed to implement the
Missouri Energy Efficiency Investment Act of 2009, section 393.1075, RSMo
(MEEIA). In particular, they cite a provision in the MEEIA rules that directs
electric utilities to assemble comprehensive demand-side portfolios that are
subject to approval and cost recovery under the MEEIA. Before that is done, the
MEEIA rules require that the utility’s demand-side programs or program plans are
either included in the electric ulility’s preferred resource plan or have been
analyzed through the integration analysis process required by Chapter 22 to
determine the impact of the demand-side programs or program plans on the net
present value of revenue requirements of the electric utility. Renew Missouri and
DNR worry that the integration analysis under Chapter 22 would introduce
elements into the demand-side portfolios that would be inconsistent with the



requirements of the MEEIA rules. Their solution to this problem is to suggest that
the definitions and requirements of these Chapter 22 rules be made as
consistent as possible with the definitions and requirements of the MEEIA rules.

RESPONSE: The Commission is mindful of the concerns expressed by Renew
Missouri and DNR, but it is unwilling to make the Chapter 22 rules subservient to
the MEEIA rules in the manner they propose. The goal of MEEIA is to achieve
all cost-effective demand-side savings. The fundamental objective of these rules
is to provide the pubiic with energy services that are safe, reliable, and efficient at
just and reasonable rates. To accomplish that fundamental objective, these rules
require the utility to consider and analyze demand-side resources and supply-
side resources on an equivalent basis.

COMMENT 3 - Preapproval of Large Projects: The electric utilities, through
the MEDA rules, advocate for the option of requesting preapproval of large
investments as part of a utility’s Chapter 22 compliance filing. Ameren Missouri
asserts that preapproval is a way for the utility to seek determination of
ratemaking treaiment on a major project before the project begins. It also points
out that the Missouri Energy Efficiency Investment Act (MEEIA) provides for pre-
approval of demand side resources. Ameren Missouri claims that it is a logical
extension to provide a preapproval option for large supply-side investments, if
preapproval is requested by the utility.

Staff and Public Counsel oppose an option for preapproval of large
projects. They argue that utilities already have authority to request additional
regulatory certainty by requesting a regulatory plan or some other form of
preapproval. The utilities have utilized both of these approaches in the past, and
it is unnecessary and inappropriate to include a preapproval process in the
Chapter 22 rules.

Dogwood suggests the Commission open a new separate rulemaking
process to consider proposals to develop a procedure by which electric utilities
may seek preapproval from the Commission for certain large projects.

RESPONSE: The Commission agrees with its Staff and Public Counsel that
there are other more appropriate alternatives for preapproval and will not include
a provision for preapproval of large investments in its Chapter 22 rules. The
Commission is open to further discussion on the preapproval question, but will
not undertake a rulemaking on the subject at this time.

COMMENT 4 - lllegal Infringement on the Right to Manage the Utility:
Ameren Missouri contends the proposed rules go beyond the Commission’s
statutory authority by intruding on the day-to-day management prerogatives of
the utility.

RESPONSE: The Commission certainly is not interested in managing the utility
companies, and these rules do not attempt to do so. Rather, the rules are
designed to ensure that the electric utilities implement an effective and thorough




integrated resource planning process to ensure that their ratepayers continue to
receive safe and reliable service at just and reasonable rates.

COMMENT 5 - Acknowledgment: The Department of Natural Resources urges
the Commission to modify the Chapter 22 rules to authorize the Commission io
‘acknowledge” the reasonableness of the electric utility’s resource acquisition
strategy. DNR believes this acknowledgment would increase the Commission’s
authority over integrated resource planning by making the process more
meaningful and consistent with the utility’s business plan. The electric utilities,
through the MEDA rules, make a similar suggestion. Ameren Missouri contends,
“acknowledgment is a way to give value to all the work of the parties involved by
acknowledging that the plan is reasonable at the time it was developed.”

Staff is opposed to acknowledgment of the reasonableness of the electric
utility’s resource acquisition strategy in these rules. Staff points out that currently
the Commission’s decision whether to allow the cost of a resource to be
recovered in rates occurs after the resource is “fully operational and used for
service,” and the utility has requested that it be added to the utility’s rate base. A
resource can be added to the rate base, and its cost recovered, if the investment
was prudent, reasonable, and of benefit to Missouri retail ratepayers (a finding
that has historically been made in Missouri after the resource has been
‘constructed and after it is fully operational and used for service). Funther, Staff is
greatly concerned that stakeholders lack the resources to review and conduct
prudence/reasonableness/beneﬁt-to-Missouri-retail-ratepayers level analysis of
all the resources necessary early in the planning stages if an acknowledgment
determination is being made by the Commission.

RESPONSE: The Commission does not wish to move down the path toward
preapproval of projects as part of the resource planning process. However, it is
important to emphasize the importance of that planning process by giving the
Commission authority to acknowledge that the officially adopted resource
acquisition strategy, or any element of that strategy, is reasonable at a particular
date. The Commission will adopt modified language that defines
acknowledgment in a manner that will make it clear that acknowledgment is not
preapproval and will not bind a future commission in any future case. In addition,
the Commission will adopt other elements of DNR’s proposal for implementation
of an acknowledgement option, except for the inclusion of a definition for
“substantive concern.” The specific changes that will be made to the proposed
rules are described in detail in comments relating to the specific rule provisions.

Comments relating to this particular rule of Chapter 22;

COMMENT 6 - Comments of Commissioner Jeff Davis: Commissioner Jeff
Davis filed written comments regarding this section of the Chapter 22 rules.
Commission Davis explains that he originally questioned whether this new rule
on transmission and distribution analysis planning was needed because it might
duplicate at least some of the work going on at the RTO level. Commissioner




Davis explains that he now believes the rule is necessary because events at the
Southwest Power Pool (SPP), which is an RTO providing services to Empire and
KCPL, have convinced him that the rule is needed to increase accountability for
Missouri’s electric utilities.

Davis suggests that the rule does not go far enough, and he urges the
Commission to expand the rule to include any transmission contemplated by any
affiliate to the regulated utility, such as Union Electric’s affiliate Ameren
Transmission Company, as well as any projects the utility is considering
assigning or “novating”.

Davis also asks that the rule require the utility to provide a comprehensive
list of all transmission projects the RTO is planning or considering in their
respective service region or territory.

RESPONSE AND EXPLANATION OF CHANGE: The Commission agrees with
the conceins expressed by Commissioner Davis and will address those concerns
along with similar concerns and suggestions by other stakeholders through the
Commission’s responses to COMMENTS 12, 15, 18, and 19 of this order of
rulemaking,

COMMENT 7 - Change to Section .045(1):  Public Counsel asks the
Commission to change a reference to “fundamental planning objectives” to the
singular, “objective”, reasoning that the rule only describes one fundamental
planning objective.

RESPONSE AND EXPLANATION OF CHANGE: The Commission agrees with
Public Counsel and will modify this section accordingly.

COMMENT 8 - Change to Subsection (1)(A): At the hearing, Ameren Missouri
proposed to insert language from section 4 CSR 240-22.040(7) of the current
rule that make it clear that the utility is not required to make a detailed line-by-line
analysis of the transmission and distribution system. Ameren Missouri believes
this change is necessary so the utilities can avoid doing more analysis than is
necessary.

RESPONSE AND EXPLANATION OF CHANGE: The Commission agrees with
Ameren Missouri’s comment and will modify this subsection accordingly.

COMMENT 9 - Change to Subsection 045(1)(D): At the hearing, Ameren
Missouri proposed a change to this subsection that would require the utility to
consider improvements to the transmission and distribution networks that
incorporate technologies that are “commercially available and field-tested at the
time of filing.”

RESPONSE: The Commission will not modify this subsection as proposed by
Ameren Missouri because to do so would create an inconsistent approach
between this rule and the supply-side analysis rule - 4 CSR 240-22.050.




Subsection .045(1)(D) requires that the utility assess transmission and
distribution improvements that may become available during the planning horizon
even though these improvements may not be commercially available and field
tested at the time of the filing.

COMMENT 10 - KCPL’s Comments Regarding the Proper Role of RTOs:
KCPL is generally concerned that the proposed rule does not adequately
recognize the magnitude of the role played by RTO’s in the transmission
planning process of an electric utility. KCPL asks the Commission to modify
several sections of the rule to better recognize the primary planning role of the
RTO and the limitations on the ability of the utilities to plan for transmission.
Specifically, KCPL asks the Commission to modify subsections .045(1)(C),
045(1)(D), .045(3), .045(3)(B), .045(3)(D), 045(4), .045(4)(A), and .045(4)(C).
KCPL did not offer any specific language to resolve its concern.

RESPONSE: None of the other electric utilities expressed a similar concern and
KCPL provided no specific alternative language to address its concems either in
its written commentis or during its comments offered at the public hearing. The
Commission does not believe that any modification is necessary and will make
no change to the rule as a result of this comment.

COMMENT 11 - Changes to Subsection .045(3)(A)1: Public Counsel asks the
Commission to add a reference to “congestion” as a factor that a utility must
assess with regard to transmission upgrades.

RESPONSE AND EXPLANATION OF CHANGE: The Commission agrees with
Public Counsel’s comment and will modify the subsection accordingly.

COMMENT 12 - Changes to Subsection .045(3){(A)4: Public Counsel asks the
Commission to add language to this section to make it clear that utilities must
also analyze transmission that will be built and owned by an affiliate of the utility.
Staff proposed to achieve the same resuit by adding similar new language at
.045(5). Public Counsel does not oppose Staif's proposed language but believes
its proposal is better.

RESPONSE AND EXPLANATION OF CHANGE: The Commission will address
Staff's proposed new language at COMMENT 18 to this rule. The Commission
agrees with Public Counsel’'s proposed additional language for this subsection
and will incorporate that language, as modified by Public Counsel’s witness at
the hearing.

COMMENT 13 - Changes to Subsection .045(3)(A)6; Public Counsel proposes
a change in this subsection to recognize that an RTO generally does not build
transmission itself, but instead approves transmission projects that are built by
others. At the hearing, Staff agreed to the change proposed by Public Counsel
but suggested slightly modified language. Public Counsel then agreed that




Staff’s modified language was most appropriate. Public Counsel also suggested
that the word “primarily” be added before “economic reasons” to ensure that this
provision does not apply solely to upgrades where 100 percent of the benefits
are considered to be economic benefits.

RESPONSE AND EXPLANATION OF CHANGE: The Commission will adopt
the modified language proposed by Public Counsel and Staff.

COMMENT 14 - Changes to Subsection .045(3)(B)2: Public Counsel proposes
to modify this subsection to make it clear that Missouri utilities are to review RTO
expansion plans to assess whether those plans are in the interests of the utility’s
“Missour” customers.

RESPONSE AND EXPLANATION OF CHANGE: The Commission agrees with
Public Counsel’s comment and will modify this subsection accordingly.

COMMENT 15 - Changes to Subsection -.045(3)(B)3, 4, and 5: Public Counsel
proposes to add additional language to ensure that necessary analysis is
performed to assess the impact on planning objectives of transmission built and
owned by an affiliate of the utility.

RESPONSE AND EXPLANATION OF CHANGE: The Commission agrees with
Public Counsel’s comment and will modify this subsection accordingly.

COMMENT 16 - Changes to Subsection .045(3)(D)5: This subsection requires
the planning utility to estimate the estimated total cost of each transmission
upgrade and “estimated congestion costs”. KCPL argues that it would be very
difficult for a utility to estimate congestion costs and to do so would entail
substantial cost and produce minimal value in the IRP process. For that reason,
KCPL asks the Commission to remove the requirement to estimate congestion
costs from the subsection,

RESPONSE: The Commission agrees with the proposed change, but for a
different reason. The subsection refers to transmission projects “needed to
interconnect generation, facilitate power purchases and sales, and otherwise
maintain a viable transmission network,” instead of economic projects, where
congestion cost analysis would be more valuable. For that reason, the
Commission will remove the requirement to estimate congestion costs from the
subsection.

COMMENT 17 - Changes to Subsection .045(4)(C): Public Counsel proposes
changes to this subsection that would ensure that incremental benefits were
calculated by comparing the benefits of one approach to the benefits of another
approach.




RESPONSE AND EXPLANATION OF CHANGE: The Commission agrees with
Public Counsel's comment and will modify the subsection accordingly.

COMMENT 18 — New Section .045(5): Staff proposed to add a new section to
require the utility to describe the transmission plans of affiliated transmission
companies, as well as other transmission company projects that impact or that
may be impacted by the electric utility.

RESPONSE AND EXPLANATION OF CHANGE: The Commission agrees with
Staff’s proposed addition and will add this new section to the rule.

COMMENT 19, New Section .045(6): Staff proposes to add a new section that
will require the utility to identify and describe any transmission projects under
consideration by an RTO for the utility's service territory.

RESPONSE: The Commission agrees with Staff's proposed addition and will
add this new section to the rule.

4 CSR 240-22.045 Transmission and Distribution Analysis

(1) The electzic utilitgr shall describe and document its consideration of the adequacy of
the transmission and_distribution networks in _fulﬁllmﬁ the fundamental planning
objective set out in 4 CSR 240-22.010. This provision shall not be construed to require a
detailed line-by-line analysis of the transmission and distribution system, but is intended
to require the utility to i entxfg/ and analyze opfportumtles for efficiency improvements in
a manner that is consistent with the analysis of other sult)ﬁ)ly—mde resource 0&>tigns: Each
utility ihal}l consider, at a minimum, improvements to the transmission and distribution
networks that—

3) Transmission Analysis. The utility shall compile information and perform analyses of
the transmission networks i)ertment_to_the selection of a resource acquisition strateg?l.
The utility and the Regional Transmission Organization éRTO) to which it belongs both
participate in the process for planning transmission upgrades.

{A) The utility shall Ir)lrowde, and describe and document, its— i
. Assessment of the cost and timing of transmission upgrades to reduce congestion
and/or losses, to interconnect generation, to facilitate power purchases and sales, and to
otherwise maintain a viable transmission network; _

2. Assessment of transmission upgrades to incorporate advanced technologies;

3. Estimate of avoided transmission costs; . L.

4. Estimate of the portion and amount of costs of proposed regional transmission
upgrades that would be allocated to the utility, and if such costs may differ due to plans
for the construction of facilities by an affilizte of the utility instead of the utility itself,
then an estimate, by upgrade, of this cost difference; L _

.. 2. Estimate of any revenue credits the utility will receive in the future for previously
built or planned regional transmission upgrades; and o

6. Estimate of the timing of needed fransmission and distribution resources and any
transmission resources being planned by the RTO. tprmnauly for economic reasons that
mag 1mgact the alternative resource plans of the utilify. o _ ]

(B) The utility may use the RTO transmission expansion plan in its consideration of the
factors set out in subsection (3)(A) if all of the following conditions are satisfied:

I. The utility actively participates in the development of the RTO transmission plan;

2. The utlhtgz reviews the RTO transmission overall _ex?ans.xon plans each year to
assgss whether the RTO transmission expansion plans, in the judgment of the’ utility

decision-makers, are in the interests of the utility’s Missouri customers;




.3 The utility reviews the portion of RTO transmission expansion plans each year
within ifs serviCe terrifory (o assess whelher the RTO transmission expansion plans
pertaining to projects that are partially or fully driven by economic considerations (i.e.
projects that are not selely or primarily based on reliability consxdegqtlonsg\,/rm the
Judgment of the utility decision makers, are in the interests of the utility’s Missouri
customers;

4. The utility documents and describes its review and assessment of the RTO overall
and wtility-specific transmission expansion plans; and

5. If any affiliate of the utility intends to build transmission within the utility’s service
territory where the project(s) are partially or fully driven by economic considerations,
then the utility shall explain why such affiliate-built transmission is in the best interest of
the utility’s Missouri customers and describe and document the analysis performed by the
utility to determine whether such affiliate-built transmission is in the interest of the
utility’s Missouri customers.

(4) Analysis Required for Transmission and Distribution Network Investments to
Incorporate Advanced Technologies. . L ) i
(C) The utility shall describe and document its optimization of investment in advanced
transmussion and distribution technologies based on an analysis of—
1. 'Total costs and benefits, including:

A. Costs of the advanced grid investments;

B. Costs of the non-advanced grid investments;

C. Reduced resource costs through enhanced demand response resources and
enhanced integration of customer-owned generation resources; and

D. Reduced supply-side production costs;

2. Cost effectiveness, including: )

) The monetary values of all incremental costs of the energy resources and
delivery system based ‘on advanced grid technologies relative to the costs of the energy
resources and delivery system based on non-advanced grid technologies;

. B. The monetary values of all incremental benefits of the energy resources and
delivery system based on advanced grid technologies relative to the costs and benefits of
the energg resources and delivery S?Istem based on non-advanced grid technologies; and

C. Additional non-monetary factors considered by the utility;
3. Societal benefit, including?
A. More consumer power choices;
B. Improved utilization of existing resources; )
C. ngortumty to reduce cost in résponse to price signals; .
i ID. pportunily to reduce environmental impact in response to environmental
signals;

4. Any other factors identified by the utility; and X

5. Any other factors identified in the special contemporary 1ssue%§rocess ursuant to
4 CSR 240-22.080(4) or the stakeholder group process pursuant to 4 CSR 240-22.080(5).

(5) The clectric utility shall identify and describe any affiliate or other relationship with
transmission planning, designing, engineering, building, and/or construction management
companies that impact or may be impacted by the electric utility. Any description and
documentation requirements in sections (1) through (4) also apply to any affiliate
transmission planning, designing, engineering, building, and/or construction management
company or other transmission planning, designing, engineering, building, and/or
construction management company currently participating in transmission works or
transmission projects for and/or with the electric utility.

(6) The electric utility shall identify and describe any transmission projects under
consideration by a RTO for the electric utility’s service territory.




