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BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

 
In the Matter of a Working Case to Address   ) 
Legislative Concerns Regarding Proposals to  ) File No. EW-2013-0425 
Modify Ratemaking Procedures for Electric Utilities. ) 
 
 

COMMENTS OF MISSOURI ELECTRIC ALLIANCE 

 In response to a request from a member of the General Assembly, the Commission 

opened this proceeding to better understand legislative proposals to modify ratemaking 

procedures for Missouri’s electric utilities, particularly as related to recovery of infrastructure 

investments.  In its order initiating this proceeding, the Commission solicited comments from 

interested stakeholders on a number of specific issues and, more generally, any other information 

that the Commission would find relevant to this legislation.  The Missouri Electric Alliance 

(“MEA”) appreciates the opportunity to provide comments on this important topic.  We will 

address each of the specific issues identified in the Commission’s order later in these comments, 

but we would like to begin by responding to the request for other information that the 

Commission would find relevant to the proposed legislation.  Specifically, we will provide a 

brief introduction to MEA, an overview as to why Missouri’s electric utilities must be focused on 

making investments to maintain and improve the high level of reliability that customers have 

come to expect, and a discussion of the challenges utilities face in making those investments.  

We will explain why regulatory reform is needed in Missouri, and in particular, why the current 

regulatory framework in Missouri discourages investment and operates as a barrier to electric 

utilities making proactive investments in the infrastructure.  We will also explain how the 

specific bills being considered by the Missouri Senate and House of Representatives will address 

these issues, improve reliability, and result in long-term benefits to customers and the State of 
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Missouri as a whole. Finally, we will explain how the infrastructure investment supported by the 

proposed legislation will create much-needed jobs for Missouri, and how the legislation provides 

robust consumer protections.   

Other Information Which the PSC Finds Relevant to this Legislation 

MEA Introduction 

 MEA is an alliance of Missouri’s three investor-owned electric utilities: Ameren 

Missouri, Kansas City Power & Light Company and KCP&L-Greater Missouri Operations 

Company (“KCP&L”) and The Empire District Electric Company (“Empire”).1  The companies 

that comprise MEA provide electric service to approximately 1.9 million Missouri residential, 

commercial and industrial customers over a service territory in excess of 49,000 square miles.  

We operate fleets of generating facilities with a total capacity of 16,623 megawatts, and serve 

our customers through facilities connected by tens of thousands of miles of transmission and 

distribution lines.  We employ over 8,000 people, and invest over $1 billion in Missouri every 

year.  Our collective mission is to provide a product that is critical to our customers, 

communities and the economy of our state – electricity – in a safe and reliable manner and at a 

price that is reasonable compared to other utilities across the country.  Due to the hard work of 

all our co-workers, we have been successful in accomplishing our mission and are focused on 

achieving that mission in the future. 

Securing Missouri’s Energy and Economic Future—Key Areas of Focus 

 While the MEA companies have been successful in achieving our mission in the past, we 

are constantly looking ahead to ensure that we can fulfill our mission in the future.  In doing so, 

we are focused on several key areas.  Our first area of focus is meeting our customers’ increasing 

                                                           
1 The Empire District Electric Company intends to submit to the Commission its own company-specific comments 
in this matter as well. 
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energy needs and expectations.  In this digital age, customers expect near-perfect reliability from 

their electric suppliers.  This applies to residential customers, whose homes are increasingly 

reliant on computers and digital devices that are impacted by even momentary outages.  

Similarly, for manufacturers who rely on 21st century digital technology, even a brief outage can 

cost hundreds of thousands, if not millions of dollars in lost production.  And near-perfect 

electric reliability is increasingly a requirement for businesses looking to start or expand 

operations in a particular area.  Meeting our customers’ increasing energy needs and high 

expectations for reliability is of paramount importance to us.  Meeting those needs in the future 

will require increasing levels of investment in our aging energy infrastructure. 

 At the same time, electric utilities are also facing an increasing need to spend capital to 

meet pending or new legislative and regulatory mandates.  For example, the power that serves 

our customers comes primarily from our expansive fleet of coal plants.  In recent years, a host of 

environmental regulations associated with air quality, water quality and ash management have 

been implemented or proposed.  Complying with these requirements in the future will require 

meaningful amounts of capital expenditures at our power plants.  While there are several 

implications associated with this reality, one clear implication is that these mandated 

expenditures take away from the limited pool of capital we have available to enhance the 

reliability of our aging infrastructure to meet customers’ rising needs and expectations, as well as 

enhance the efficiency of our power plants. 

 Of course, addressing our state’s aging infrastructure will undoubtedly be a critically 

important area of focus for electric utilities in the coming years.  Electric utilities are in fact 

facing a “bow wave” of major investment across their systems to simply replace or enhance with 

new “smarter grid” technology substations, transformers, poles and wires, as well as power plant 
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equipment, and other facilities.  These facilities and equipment were, in many instances, installed 

40 to 60 years ago to meet the increasing demand for electricity to serve new air conditioning 

load, or to serve new and/or larger houses being built in the suburbs, as well as meet the energy 

needs of growing industry.  When these facilities were originally constructed, the revenues 

derived from that new load at least partially offset the cost of the new facilities.  But now with 

customer demand slowing significantly from that time period, these facilities must be replaced 

with limited, if any, new revenue to support the replacement.   

Aging energy infrastructure is not just a Missouri problem, but it is a problem that 

electric utilities and states are facing across the country, as noted in a recent report by the 

American Society of Civil Engineers, attached hereto as Appendix A.  In summary, that report 

calls on our country to move forward now to support investment in its aging infrastructures to 

preserve the nation’s economy and save consumers costs in the long run.  As a result, proactively 

addressing our state’s aging energy infrastructure must be a priority if we are to meet our 

customers’ and state’s energy needs and expectations in the future, as well as to position our 

state for economic growth in the future. 

As a consequence of the issues described previously, the last area of focus for MEA is to 

advocate for policies which better support investment in our energy infrastructure like many 

other states around the country already have adopted, including Missouri for the water and gas 

industry.  While our customers’ and state’s energy needs and expectations have changed 

radically over the last 100 years, one thing that has not changed is the regulatory framework 

related to investments.  Not only does this framework not help solve the aging infrastructure 

problem we face, it in fact provides strong disincentives for electric utilities to invest in their 

infrastructure.  Specifically, electric utilities are required to invest money up front in equipment 
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or facilities, then place those assets in service for customers, prepare a rate case filing (which 

takes several months) and then complete the normal rate case process which takes approximately 

11 months to complete.  Only then are utilities allowed to begin recovering the investments they 

have made that have been serving customers in some cases for several years.  The recovery of 

that investment is usually over 30 or 40 years, and the total investment made and related return 

on those investments is not ever recovered in full.  This is one of the primary reasons why you 

have witnessed so many rate case filings by the MEA companies over the last several years.  

Recovery of the costs of the investments made, including the cost of capital, is only “partial” 

because the current framework requires the utility to absorb these costs from the time that each 

asset is placed in service until the time it is reflected in rates, months or even years later.  

Consequently, the more an electric utility invests in its system, the more costs it is forced to 

absorb.  And these permanently unrecovered costs are significant.  For every incremental dollar 

of investment in rate base growth, approximately 15 cents in capital cost and depreciation 

expense is permanently lost each year those investments are not reflected in rates.   

 The unfairness and inappropriateness of this process is illustrated by the treatment of 

capital investments made in response to the devastating tornado experienced by Empire in Joplin 

in May, 2011, and a smaller tornado experienced by Ameren Missouri in April 2011.  In both 

cases the utilities worked diligently to restore service to customers as quickly as possible and 

spent tens of millions of dollars to replace damaged infrastructure.  But in both cases, because of 

the lag in cost recovery occasioned by Missouri’s regulatory framework, the affected utilities did 

not begin being reimbursed for those infrastructure investments for nearly 2 years after those 

events; as a consequence, the utilities were required to lose a portion of their investments and the 
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capital costs of making those investments, as well as incur higher borrowing costs as the price of 

restoring service to their customers in a timely fashion.   

To be clear, the MEA companies have made and will continue to make all the necessary 

investments in their energy infrastructure to deliver the “safe and adequate” service they are 

required to deliver, as well as comply with all regulatory requirements.  However, our customers 

expect, if not demand, better than “safe and adequate” service, and we are delivering on that 

expectation – today.  Because of the issues set forth previously, our ability to meet our 

customers’ needs and expectations in the future will be increasingly challenged under the 

existing regulatory framework.  That is why MEA is advocating for a change in the regulatory 

framework this legislative session. 

Infrastructure Strengthening and Streamlining Legislation 

 Recognizing the importance of taking steps today to provide a robust energy 

infrastructure to meet our customers’ and state’s energy needs and expectations in the future, 

coupled with the challenges we have highlighted previously, MEA strongly supports the ISRS 

legislation being considered by the General Assembly (Senate Bill 207 and House Bill 398).  The 

proposed legislation modernizes current energy policies to support and encourage incremental 

investment in the state’s energy infrastructure rather than discouraging that investment.  It 

provides electric utilities with more timely cash flows that can be re-invested in infrastructure to 

meet our customers’ number one priority – reliability.  These investments facilitate sustaining 

and creating good-paying jobs for the state and those objectives are accomplished with strong 

consumer protections beyond those already in place for similar frameworks used for the water 

and gas utilities in the state. 
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 Now is an opportune time for the state to move forward with this initiative.  In addition to 

the fact that there is an imminent need for significant electric infrastructure investment in order 

to meet the ever-increasing expectations of our customers, market conditions support making 

incremental investments today.  Interest rates are at historic lows, which drive down the cost of 

every capital project.  There is an ample supply of skilled labor available, and the backlogs of 

many suppliers are not full, which also will help drive down project costs.  Investing in 

infrastructure now will save customers money later, when conditions for investment are unlikely 

to be as favorable.   

And as has been already noted, other states that have faced these issues have recognized 

the serious consequences that can flow from an aging electric infrastructure, and many have 

taken steps to modify their regulatory processes to address the disincentive to invest.  In fact, the 

majority of states have taken one or more significant steps to support investment in energy 

infrastructure.  If Missouri doesn’t take steps to modernize its regulatory framework and 

encourage more timely infrastructure replacement and enhancement, it will simply fall further 

behind other states that have proactively addressed this issue. 

ISRS Legislation Will Create Jobs 

 This legislation is going to help sustain the jobs we have today, as well as put more 

people to work right away.  These are good paying jobs for electrical workers, linemen, 

surveyors, engineers and pipefitters, just to name a few.  We believe this legislation will help 

support an incremental $100 million to $150 million in infrastructure investment each year in 

Missouri.  A recent study shows that those investment levels will create and sustain in excess of 

1,000 new jobs across our state, including approximately 300-350 new direct jobs.  This 

legislation will also lead to more jobs in the future.  With a reliable and technologically-
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advanced electric infrastructure, Missouri will be well positioned to attract 21st century jobs to 

our state like those related to the small modular nuclear reactor industry. A modern, reliable 

electric infrastructure is a critically important consideration to many types of businesses when 

they consider locating or expanding their operations in a particular state.   Economic 

development will migrate to the states that encourage investment in such facilities, and other 

states will likely fall behind as the quality of their electric infrastructure declines on a relative 

basis. 

Regulatory Reform Proposals    

 It is against this background that the current legislative proposals must be considered.  

MEA believes that two versions of the legislation are currently the most relevant for purposes of 

these comments—the version of House Bill 398 which was voted out of the House Committee 

on March 13, 2013 (attached hereto as Appendix B) and the floor substitute version of Senate 

Bill 207 (attached hereto as Appendix C), which is being considered by the Senate.  Although 

these versions of the bill have some differences, both bills borrow the overall structure that has 

been successfully used for the recovery of capital costs in the water and gas industry for the last 

decade, as well as expense tracking processes similar to those being used by the Commission 

today. 

 Specifically, both bills allow electric utilities to adjust rates periodically between rate 

cases to allow more timely recovery of the cost of certain infrastructure investments that are 

already serving customers, similar to the manner that gas and water utilities are able to recover 

the cost of certain infrastructure investments under existing law.  As is the case with the gas and 

water ISRS, customers pay no more than the actual cost of investment in facilities that are 
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currently being used to serve them.  The costs of new revenue generating investments, and 

investments in new electric generating facilities and office buildings are specifically excluded. 

 The bills also contain an ISRS expense tracking mechanism, which is modeled after the 

expense tracking mechanisms approved in the past by the Commission.  The objective of this 

mechanism is to track changes in certain expenses (up or down) between the completion of rate 

cases (which can be up to almost four years) and that bear relationship to infrastructure 

investments.  In general, these expenses include labor, benefits, property taxes, transmission and 

outside contractor costs associated with the transmission, distribution and generation of 

electricity.  These expenses exclude all officer salaries and general and administrative personnel. 

Robust Consumer Protections 

 The ISRS legislation before the Senate and House today contains robust consumer 

protections, and in many respects, they are meaningfully greater than those in place for the water 

and gas utility industry for nearly a decade. 

In terms of the interim rate adjustment between rate cases for infrastructure investments, 

the Commission has 150 days (SB 207) or 195 days (HB 398) to review information related to 

ISRS filings to ensure they are in compliance with the law before any charges show up on 

customer bills.  This provides more time than the gas or water statutes (which allow a review of 

120 days), and will provide more transparency for the investment of electric utilities between 

rate cases than currently exists.  The Commission also has a full opportunity to review the 

prudence of ISRS investments in the electric utility’s next general rate proceeding, and if any 

costs are found to be imprudent, customers’ bills are credited for all amounts paid to the utility 

for these investments, along with interest at the utility’s weighted average cost of capital—a 

higher interest rate than the gas and water ISRS statutes provide.  In addition, general rate 
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proceedings must be filed every three years by any electric utility utilizing an ISRS, so that is the 

very longest a prudence review on any particular project could be delayed. 

Like the ISRS applicable to gas and water utilities, there are also strict limits on the 

timing of ISRS filings and the amount of costs that can be recovered through interim ISRS 

charges.  Specifically, ISRS filings are limited to two per year, and the ISRS cannot increase 

rates more than 8% between changes in base rates, which can be up to nearly four years (the 

limit is currently 10% for gas and water utilities, with current proposals in both chambers of the 

General Assembly to increase these percentages for the gas utilities).   

 As for the ISRS expense tracking mechanism, the variances in the specified expenses are 

tracked between changes in base rates resulting from a general rate proceeding.  These costs are 

not part of the interim rate adjustment between rate cases and are subject to a complete review by 

the Commission as part of a general rate case.  Should the Commission deem these expenditures 

to be prudent, they are then recovered over three years.  Importantly, there is a 2% rate cap on 

these expenses.  That is, customers’ rates as a result of this mechanism can change no more than 

2% for expenses tracked for a period of up to four years, and expenses ultimately recovered 

under this mechanism are only for those costs actually incurred by the utility. 

 Finally, both bills contain sunset provisions which are not present in the gas and water 

ISRS legislation.  The Senate bill contains a 20-year sunset on the entire legislation, and the 

House bill contains a 12-year sunset applicable only to the ISRS expense tracker.   

In all, the bills being considered by the legislature contain strong consumer protections 

that exceed those that have been successfully employed over the past decade for the water and 

gas utilities.  In addition, the Commission will continue to have comprehensive oversight over 

the entire process to ensure that consumers are properly protected. 
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 In summary, the ISRS legislation before the Senate and House will modernize century 

old energy policies that will support important investment in our state’s aging electric 

infrastructure.  That investment will enhance reliability and create jobs.  This legislation will 

accomplish these objectives with robust consumer protections, while at the same time 

streamlining regulation.  As a result of these factors, the ISRS legislation enjoys strong support 

across the entire State of Missouri.  Supporters of policies which encourage investment in our 

energy infrastructure include the rural electric cooperatives, the municipal owned electric 

utilities, organized labor, large and small businesses, local chambers of commerce, residential 

consumers, suppliers to our industry and many others.  They all agree that moving ahead with 

forward thinking policies now will bring significant long-term benefits to Missouri and its 

communities in the future. 

Commission Requests for Specific Information 

 With regard to each of the specific issues that the Commission asked interested 

stakeholders to address, MEA provides the following comments: 

A. The safety, adequacy and reliability of Missouri’s current electric infrastructure. 

Today, the MEA utilities’ current infrastructure is safe, adequate and reliable, which is 

the minimum standard we are required to meet.  As stated previously, the MEA utilities today 

exceed those minimum standards to meet our customers’ needs and expectations.  Several 

measures are indicative of our strong performance.  For example, Ameren Missouri’s and 

KCP&L’s reliability as measured by SAIFI (System Average Interruption Frequency Index), a 

measure of the frequency of outages on the system each year, is well within the top quartile of 

our industry.  Ameren Missouri’s power plants have also performed very well.   Last year both 

the Labadie and Rush Island Energy Centers won awards for economical and reliable operation, 
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and the Callaway nuclear plant recently completed a breaker-to-breaker run without an 

unscheduled outage.  KCP&L’s Iatan Generating Station last year ranked as one of the most 

efficient coal sites in the country.  In addition, KCP&L was recognized for the sixth time in a 

row by PA Consulting Group as the recipient of the 2012 ReliabilityOne™ Award in the Plains 

Region.  The ReliabilityOne™ Award is given annually to the utilities that have achieved 

outstanding reliability performance and have excelled in delivering reliable electric service to 

their customers. 

In summary, the safety, adequacy and reliability of our service is strong.  Our challenge 

as a state is to make sure that we take steps today to be able to deliver this same strong 

performance in the future in light of our customers’ and state’s rising needs and expectations, 

increasing capital investment requirements for various mandates, and to address our aging 

infrastructure, as previously discussed.  Waiting until we see signs of meaningful reliability 

problems is too late and not sound energy policy.  Proactive steps are needed today to address 

the needs and challenges of the future. 

B. Identification of electric infrastructure problems, costs and needs. 

The electric utility industry in general, and the MEA companies in particular, face 

significant infrastructure needs in order to continue the high level of performance our customers 

have enjoyed and they increasingly expect.  As previously mentioned, a bow wave of investment 

needs is imminent in order to meet those expectations given the age of our equipment and 

facilities.  This is not just an issue Missouri utilities are facing—it is an industry-wide challenge.  

As the 2013 report by the American Society of Civil Engineers attests, electric infrastructure 

across the country is nearing the end of its useful life and our reliance on such facilities places us 

at increasing risk for significant outages.  (See ASCE 2013 Report Card attached as Appendix 



13 
 

A).  These significant outages aren’t simply an inconvenience.  Outages cost consumers money 

and have a significant impact on local and state economies. 

The MEA companies’ mix of facilities fit the same profile.  For example, the chart 

attached as Appendix D shows the age of Ameren Missouri’s distribution and transmission 

substations.  Although a few substations are extremely old (66-70 years old), more troubling is 

the significant number of substations that fall into the age range from 41-50 years old, and whose 

replacement cost is expected to be over $700 million.  In addition, major portions of Ameren 

Missouri’s downtown St. Louis underground distribution system are approximately 80-100 years 

old, and are increasingly experiencing reliability challenges.   

Similarly, a significant amount of KCP&L’s infrastructure is aging and nearing the end of 

its expected life.  For example: 

• Currently KCP&L has approximately 500 miles of direct buried Underground 

Residential Cable (URD) between 30 and 50 years old, which is being replaced at 

a rate of about 20 miles per year, or a 25-year timeframe to replace it all; 

• Much of the downtown Kansas City and Plaza underground cable, manhole, and 

conduit systems are 50-80 years old and continue to deteriorate; 

• Approximately 12 miles of 161kV underground transmission high-pressure oil 

filled cable systems serve critical substations in the downtown and Plaza areas 

and are between 40 and 50 years old; 

• Like Ameren Missouri, KCP&L has a significant number of key substation assets 

(transformers and circuit breakers) that are 30-50 years old. 

Meeting the minimum standards for replacing these facilities is not the best course of 

action.  Instead, systematically and proactively investing in replacement facilities and staying 
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ahead of the curve, which would be facilitated by the proposed legislation, is a far better 

approach.  The attached letter from Tony Earley, President and CEO of PG&E and Edwin Hill, 

International President of IBEW, explains this (see Appendix E).   

C. Rate impact of the implementation of Senate Bill 207. 

Both of the bills currently being considered would allow electric utilities to more timely 

recover the costs they have actually spent on infrastructure that is currently providing service to 

customers -- no more and no less.  Absent this infrastructure cost recovery mechanism, these 

investments would have to be recovered through the current rate case process.  Earlier, the 

shortfalls of that process as it relates to investments in energy infrastructure were highlighted.  

As stated previously, this legislation is all about removing disincentives to make greater levels of 

investment in our aging energy infrastructure to meet our customers’ and state’s energy needs 

and expectations.  Consequently, we believe one way to assess the impact on customers is to 

evaluate the impact on customers’ bills should incremental investments be made over and above 

those which are already being planned to be spent.  For example, if Ameren Missouri would 

make an “incremental” investment of $100 million in a given year (which approximates the 

amount of incremental investment Ameren Missouri is targeting if ISRS legislation passes) while 

ignoring changes in other costs, the company estimates that when using allocation methods 

employed in a traditional rate case, this incremental impact would be about ½ of 1% per year or 

about 50 cents per month for the average residential customer.  For some of Ameren Missouri’s 

large industrial customers, that percentage increase would be less. 

Under ISRS legislation, we will recover the cost of both the ISRS qualifying investments 

in our normal course of business in a more timely fashion, as well as incremental investments to 

address our aging infrastructure from those already being planned. In response to a request from 
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Senator Mike Kehoe, the Commission Staff performed an analysis of the potential impact on 

customers due to the interim adjustment mechanism.  The Staff’s findings are attached as 

Appendix F.  As stated previously, the percentage change in customers’ rates under this 

mechanism between the completion of rate cases (which can be up to almost four years) is 

capped at 8%.   

The ISRS legislation also contains an expense tracker.  As discussed previously, the impact 

of this provision on customers’ rates is capped at 2% between the completion of rate cases, 

which could be up to four years.  As stated previously, amounts reflected in the expense tracker 

are only for those changes in qualifying expenses that are actually incurred by the utility.   

As previously explained, the customers will receive significant benefits from this legislation, 

which exceeds these costs. 

D. Electric utilities’ financial need for legislation. 

The electric utilities’ financial need for this legislation has been explained at length 

throughout these comments.  In short, under the current framework, electric utilities do not fully 

recover their costs when they make incremental investments in infrastructure for the benefit of 

their customers.  This provides a disincentive for electric utilities to invest at the very time they 

need to be replacing a bow wave of aging infrastructure, and at the very time investment is most 

affordable due to low financing costs, supplier capacity and an available labor pool. And it is 

important to remember that this legislation simply provides for a more timely reimbursement of 

dollars the electric service provider has already made to serve customers so that more of these 

funds can be more quickly reinvested in additional infrastructure projects.  

In addition, Missouri’s less favorable regulatory environment impacts electric utilities’ 

credit quality, which imposes a hidden cost in the form of higher costs of capital than other 
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utilities operating in more favorable regulatory climates can achieve.  This too is a financial need 

as those higher costs between the times when rates are adjusted are borne by the utility.  Of 

course, these higher costs of capital are also ultimately borne by our customers.  And although 

the MEA utilities do have access to the capital markets today, we may not always have that 

access in the future.  Supportive regulatory policies are needed if utilities are to retain access to 

capital on favorable terms compared to our peers with whom we compete for capital. 

The state also has a financial need for this legislation.  A healthy electric infrastructure 

attracts businesses to the state.  Also, investments in infrastructure create immediate jobs for 

those who build and install infrastructure, jobs that are needed today in Missouri.  This 

investment, the attraction of industry, and those jobs produce needed economic activity and tax 

dollars, all of which would benefit the state and ultimately its citizens.   

E. Due process and appropriate procedure in respect to the new rate mechanisms 
proposed by Senate Bill 207. 
 
Like the gas and water ISRS, the proposed electric ISRS and all of the costs on which it 

are based are subject to full review prior to the implementation of an interim rate adjustment to 

ensure that it complies with each and every aspect of the statute; indeed, under the proposed 

legislation the review is longer than for the gas and water utilities.  Moreover, the Commission 

retains all of its existing authority to examine the prudence of every dollar reflected in the 

interim adjustment, and if imprudent costs were included, customers must be credited with 

interest at the utility’s weighted average cost of capital.  At least five months of pre-review2 and 

a rate case process starting with a 60-day notice followed by an 11-month process constitutes 

robust and appropriate due process under any reasonable use of that term.  The ISRS expense 

tracker is similar to tracking mechanisms currently used by the Commission, and it does not 

                                                           
2 The House version of the bill provides for an additional 45 days of notice. 
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permit adjustment of rates outside of a general rate proceeding for those costs, so it too presents 

no due process or procedural concerns. Both mechanisms allow the Commission to conduct a 

comprehensive prudence review in the following rate case, and, as mentioned, they contain 

numerous consumer protections. 

Summary 

In closing, addressing our state’s aging electric infrastructure is a big job.  But Missouri 

has big plans and a big future.  The ISRS legislation is a “Missouri Solution” to modernize 

century-old energy regulations to support 21st-century investment.  Today, the majority of states 

have more supportive policies for investment in energy infrastructure.  If we stand still, we lose 

ground to the states surrounding Missouri.  The ISRS legislation creates opportunities for 

important infrastructure investment to meet our customers’ energy needs and expectations today 

while protecting consumers, creating good-paying jobs, and laying groundwork for major 

economic expansion in the future.  The ISRS legislation will lead to significant long-term 

benefits for our customers, our communities and the State of Missouri as a whole. 

     

Respectfully submitted, 

/s/WarrenWood                     
 
Warren Wood 
Vice President of Regulatory & Legislative Affairs 
Union Electric Company d/b/a Ameren Missouri  
101 Madison 
Jefferson City, MO 65101 
Telephone: 573-681-7126 
Email: wwood2@ameren.com 
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  /s/ Darrin R. Ives                 
 
Darrin R. Ives 
Senior Director-Regulatory 
Kansas City Power & Light Company 
1200 Main Street, 19th Floor 
Kansas City, MO 64105 
Telephone:  816-556-2522 
Email:  Darrin.Ives@kcpl.com 
 
 
 

 
  /s/ James C. Swearengen       
 
James C. Swearengen, #21510 
312 East Capitol Avenue  
P.O. Box 456  
Jefferson City, MO 65102-0456  
Phone (573) 635-7166 
Facsimile (573) 634-7431  
Email: lrackers@brydonlaw.com 
 
Attorney for The Empire District Electric Company 
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A 
merica relies on an aging electrical grid and 

pipeline distribution systems, some of which 

originated in the 1880s. Investment in power 

transmission has increased since 2005, but ongoing 

permitting issues, weather events, and limited maintenance 

have contributed to an increasing number of failures and 

power interruptions.  

While demand for electricity has remained level, the 

availability of energy in the form of electricity, natural gas, 

and oil will become a greater challenge after 2020 as the 

population increases.  

D+ 

ENERGY: 

Excerpted from: ASCE, "Failure to Act: The Economic Impact of Current Investment Trends in Electricity Infrastructure," 2012 

Appendix A
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Electricity generation — The first process in the delivery of elec-

tricity to consumers; it is the process of generating electric power 

from sources of energy. 

Transmission — The transfer of electrical energy from generating 

power plants to electrical substations using power lines that carry 

the electricity. 

Electricity distribution — The final stage in the delivery of electric-

ity to consumers using smaller power lines and substations. 

Planning reserve margin — A standard used in the energy indus-

try to gauge the amount of excess generation capacity available to 

meet expected demand over a specified time period. 

Smart grid — New technologies that are managing and automat-

ing the delivery of electricity using two-way communication sys-

tems. 

ENERGY:  

GLOSSARY 

Appendix A



3 

2
0

1
3

 
R

E
P

O
R

T
 

C
A

R
D

 
F

O
R

 
A

M
E

R
I

C
A

’
S

 
I

N
F

R
A

S
T

R
U

C
T

U
R

E
 

The Electric Grid 
The electric grid in the United States consists of a system of in-

terconnected power generation, transmission facilities, and distri-

bution facilities, some of which date back to the 1880s. Today, we 

have an aging and complex patchwork system of power generat-

ing plants, power lines, and substations that must operate cohe-

sively to power our homes and businesses. There are thousands of 

power generating plants and systems spread across the United 

States and almost 400,000 miles of electric transmission lines. 

With the addition of new gas-fired and renewable generation, the 

need to add new transmission lines has become even greater. 

Aging equipment has resulted in an increasing number of inter-

mittent power disruptions, as well as vulnerability to cyber at-

tacks. Significant power outages have risen from 76 in 2007 to 307 

in 2011. Many transmission and distribution system outages have 

been attributed to system operations failures, although weather-

related events have been the main cause of major electrical out-

ages in the United States in the years 2007 to 2012. While 2011 had 

more weather-related events that disrupted power, overall there 

was a slightly improved performance from the previous years. Reli-

ability issues are also emerging due to the complex process of ro-

tating in new energy sources and “retiring” older infrastructure. 
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Capacity 
In the near term, it is expected that energy systems have ade-

quate capacity to meet national demands. From 2011 through 

2020, demand for electricity in all regions is expected to increase 

8% or 9% in total, based on population growth and projections 

from the U.S. Energy Information Administration.  

After 2020, capacity expansion is forecast to be a greater prob-

lem, particularly with regard to generation, regardless of the en-

ergy resource mix. Excess capacity, known as planning reserve 

margin, is expected to decline in a majority of regions, and genera-

tion supply could dip below resource requirements by 2040 in 

every area except the Southwest without prudent investments.  

Congestion at key points in the electric transmission grid has 

been rising over the last five years, which raises concerns with dis-

tribution, reliability and cost of service. 

This congestion can lead to system-wide failures and un-

planned outages. The public has a low tolerance for these out-

ages, even in extreme weather events. Additionally, these out-

ages put public safety at risk and increase costs to consumers and 

businesses. The average cost of a one-hour power outage is just 

over $1,000 for a commercial business.  
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AVERAGE COST OF A POWER 

INTERRUPTION IN THE U.S.  

Duration Residential Commercial Industrial 

Momentary $2.64 $733 $2,294 

1 hour $3.27 $1,074 $3,943 

Sustained* $3.62 $1,293 $5,124 

ENERGY:  

CONDITIONS & CAPACITY 

*Mean time of sustained interruption: 106 minutes 
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Investment for transmission has been increasing annually since 

2001 at a nearly 7% annual growth rate. For local distribution sys-

tems, however, national-level investment peaked in 2006 and has 

since declined to less than the level observed in 1991. Construction 

spending has decreased in recent years, although the aging of lo-

cal distribution networks, lack of funding for maintenance, and 

resulting equipment failures have received public attention and 

put pressure on some utilities to make improvements. 

The investment gap for distribution infrastructure is estimated 

to be $57 billion by 2020, much larger than the investment gap for 

transmission infrastructure of $37 billion. 

The increase in adoption of smart grid technologies – computer

-based, automated systems for the delivery of electricity – has led 

to additional investment in recent years. To date, 25 states have 

already adopted policies relating to smart grid technology. At 

least nine states discussed smart grid deployment bills in the 2011 

legislative sessions, and more than 70 million smart meter units 

were deployed in 2010, compared to 46 million in 2008. Ensuring 

that these systems work together will be an ongoing challenge. 
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ENERGY:  

INVESTMENT & FUNDING 

Region Transmission Gap  Distribution Gap 

Florida $1.8 billion $2.4 billion 

Mid-Atlantic $6.4 billion $11.8 billion 

Midwest $1.4 billion $3 billion 

Northeast $1.6 billion $6.4 billion 

Southeast $10.9 billion $18.8 billion 

Southwest 0 $2.4 billion 

Texas 0 $2.3 billion 

West $15.2 billion $10.3 billion 

TOTAL $37.3 billion $57.4 billion 

INVESTMENT GAP 

ESTIMATES BY REGION 
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Looking ahead in the 21st century, our nation is increasingly 

adopting technologies that will automate our electric grid and 

help manage congestion points. In turn, this will require robust 

integration of transmission and distribution systems so that the 

network continues to be reliable. 

Investments in the grid, select pipeline systems, and new tech-

nologies have helped alleviate congestion problems in recent 

years, but capacity and an aging system will be issues in the long 

term. In addition, with an automated, dynamic energy grid system 

comes the increased risk of cybersecurity threats. Protecting the 

nation’s energy delivery systems from cyberattacks and ensuring 

that these systems can recover is vital to national security and eco-

nomic well-being. 
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Raising the Grades: 
Solutions that Work Now 

 Adopt a national energy policy that anticipates and adapts to 

future energy needs and promotes the development of sustain-

able energy sources, while increasing the efficiency of energy 

use, promoting conservation, and decreasing dependence on 

fossil fuels as sources are depleted. Such a policy must be 

adaptable and scalable to local and state policy. 

 Provide mechanisms for timely approval of transmission lines 

to minimize the time from preliminary planning to operation. 

 Identify and prioritize risks to energy security, and develop 

standards and guidelines for managing those risks. 

 Design and construct additional transmission grid infrastruc-

ture to efficiently deliver power from remote geographic gen-

eration sources to developed regions that have the greatest 

demand requirements. 

 Create incentives to promote energy conservation and the con-

current development and installation of highly efficient coal, 

natural gas, nuclear, and renewable (solar, wind, hydro, bio-

mass, and geothermal) generation. 

 Continue research to improve and enhance the nation’s trans-

mission and generation infrastructure as well as the deploy-

ment of technologies such as smart grid, real-time forecasting 

for transmission capacity, and sustainable energy generation 

which provide a reasonable return on investment. 
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Modernize our outdated energy infrastructure
By: Tony Earley and Edwin Hill

March 18, 2013 09:45 PM EDT
Imagine buying the latest computer with access to all the state-of-the-art games and
programs — and then trying to access the Internet through a rotary phone. Forcing the
latest technology to rely on outdated delivery systems doesn’t make sense in
telecommunications, and it doesn’t make sense in energy either. Yet that is what America
would essentially be trying to do if we don’t invest in our basic energy infrastructure.

Even as the national debate on carbon emissions rages on, our nation is undergoing a
boom in clean energy innovation that is helping to reshape America’s energy future.
President Obama seized on this progress in his State of the Union address and made a
strong case for more investment in cleaner energy sources and better efficiency, from
natural gas and renewables to smarter electric grids.

But if we are serious about speeding the transition to more sustainable technologies, as
the president called for, we also need to get serious about making new investments in the
nation’s basic energy infrastructure, which is still the backbone of our energy economy. It
will do America little good to be the world leader in energy innovation if the other core
components of the grid are not similarly advanced enough or reliable enough to get the
power to the end user.

Yet the reality is that, a lot like our interstate highway system, vast portions of our power
and natural gas networks were built in the post-World War II era. After half a century,
critical parts of the system are reaching the limits of what they were designed to do.
These limitations threaten to hold back progress toward our longer-term energy
sustainability and security goals.

To his credit, the president touched on this challenge when he said America’s energy
sector is part of an aging infrastructure badly in need of work. But while age is a crucial
factor, it’s not the only reason we need to invest.

Integrating new technologies and new energy sources into our existing grid is not a simple
matter of “plug and play.” Introducing technologies like distributed generation and electric
cars on a large scale brings with it real-world engineering and operating challenges. Many
of these can’t be addressed without upgrading or strengthening the supporting
infrastructure.

Take renewables, for example. For all their benefits, power from solar and wind resources
can be highly variable. As these resources become a bigger share of our overall energy
mix, we need infrastructure to support them, from backup generation to new transmission
and other technology that can keep power flows on the grid stable as renewable output
fluctuates.

Vehicle electrification is another example. Charging an electric car can draw almost as
much energy as a small home. Supporting large numbers of electric cars will require
upgrading neighborhood electric distribution systems and installing new transformers and
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other equipment.

One leading study estimates the power industry alone needs to make as much as $2
trillion in basic system investments over the next couple of decades. By any measure,
that’s a sobering figure. Fortunately though, it also comes with some good news.

These investments can put tens of thousands of Americans back to work. One analysis
estimates that modernizing and upgrading the electric transmission system alone could
create an additional 150,000 to 200,000 jobs every year over the next two decades.
Investments Pacific Gas and Electric plans to make in the next several years in California
are expected to support as many as 30,000 jobs. Moreover, this work is laying the
foundation for future growth in a world where affordable, reliable and clean energy is only
going to become more vital if America intends to stay competitive.

The president is right that “no area holds more promise than our investments in American
energy.” But if we hope to realize this promise, we need to reverse the trend of
underinvesting in our basic energy infrastructure over the past 20 years. With our long-
term clean energy and energy security goals hanging in the balance and a workforce
ready to put its skills to the task, the time to start is now.

Tony Earley is chairman and CEO of PG&E, one of the country’s largest gas and electric
utilities, serving 15 million people and with 21,000 employees. Edwin Hill is the
International president of the International Brotherhood of Electrical Workers, which
represents approximately 750,000 union members and retirees.
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