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BEFORE THE PUBLIC SERVICE COHHIS 
OF THE STA"l'E OF MISSOURI AUG .. !\ 

In the matter of the proposed ) 
Commission Rules 4 CSR 240-22.010 ) 
through 22.080 (Electric Utility ) 
Resource Planning) ) 

PUBUC SERVICE COMMISSION 

case No* EX-92-299 

PUBLIC COUNSEL'S INITIAL VERIFIED STATEMENT 

The Office of the Public Counsel welcomes the opportunity to 

present its views on the proposed Chapter 22 (Electric Utility 

Resource Planning) of 4 CSR 240. We have participated actively in 

the series of workshops in which parties were able to comment on 

earlier versions of this Chapter, and we found this approach, 

though painful at times, very productive. Everyone attending those 

workshops should be thanked for his or her hard work and 

contributions to the sessions. The members of the Staff should 

especially be singled out for thanks, since they produced and 

provided drafts and listened very carefully to all of the comments 

made in the workshops. 

we will address broad policy issues as well as narrower 

technical matters. While our comments will be generally supportive 

of the proposed rules, we will constructively criticize parts of 

them. Since we will not comment on each individual paragraph of 

the proposed rules, we should point out that our failure to address 

particular proposals can generally be taken as an indication of our 

support for them. Our comments will be presented in the order in 
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which the relevant sections appear, and a set of the portions af 

the proposed rules that are affected by our suggested changes is 

attached as Appendix A. Public Counsel's suggested additions to 

those rules are shown shaded, and Public Counsel's suggested 

deletions are shown liaed GRreu~R. Finally, we look forward to 

appearing before the Commission to answer any questions regarding 

these comments. 

4 CSR 240-22.010 Policy Objectives 

Public Counsel is largely in agreement with the tone of the 

objectives set out in the proposed rule. Public Counsel strongly 

supports the use of the present worth of long-run utility costs as 

the primary selection criteria. This should be the explicit goal 

of utility planning since it is the best proxy for the cost of 

providing energy services, and we are encouraged to see it in these 

proposed rules. We believe, however, that this section could be 

strengthened by making a few modifications. 

Public Counsel believes that the second sentence in paragraph 

{1), that currently reads: 

Compliance with these rules shall not be construed to 
result in Commission approval of the utility's resource 
plans, resource acquisition strategies or investment 
decisions 

is too strong a disclaimer. We contend that Commission approval of 

resource plans {even though it would not be approval for ratemaking 

purposes) is necessary for the utilities to pursue the proper 

resource acquisition strategies. Without Commi.ssion approval, 

utilities will be inclined to pursue plans that entail the least 

-2-
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regulatory risk, rather than plans that entail the least cost. 

Public counsel therefore suggests that the above quoted sentence 

should be replaced with a sentence that reads: 

Commission approval of a utility's resource plan shall 
not be construed as an acceptance by the Commission of 
the assumptions or estimates involved therein, nor as a 
finding as to the prudence of actions taken pursuant to 
the plan. 

Public Counsel believes that the first sentence in paragraph 

(2) is unnecessarily qualified by the use of the adverb 

"adequately" to modify the phrase "serves the public interest." We 

contend t.hat the inclusion of the word "adequately" would allow a 

utility to choose a plan that does not best serve the public 

interest, but merely serves the public interest in an adequate 

manner. Therefore, Public Counsel recommends striking the word 

"adequately" from the first sentence of paragraph (2). 

Public Counsel believes that subparagraph (C) of paragraph ( 2) 

allows utilities too much discretion to choose plans that do not 

meet the primary selection criteria. Subparagraph (C) allows a 

utility to choose a plan based on what it believes to be an 

appropriate balance, and merely document that choice. This 

subparagraph gives sole discretion to the utility regarding the 

determination of what constitutes an "appropriate balance." The 

problem with granting such discretion is that a utility's interests 

can diverge from those of the public, and the Commission should be 

the sole arbiter of what is or is not in the public interest. 

Public Counsel therefore suggests the following two sentences, 

which will replace the second sentence in subparagraph (C): 

-3-
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The utility shall document the process and rationale used 
by decision makers to assess the tra.deoffs between 
minimization of expected utility costs and these other 
considerations in selecting the preferred resource plan 
and developing contingency options. Resource plans shall 
strike an appropriate balance between minimization of 
expected utility costs and these other considerations. 

4 CSR 240-22.020 Definitions 

Public Counsel believes that fuel substitution (i.e., end use 

of energy sources other than electricity) is a legitimate and 

valuable means of providing energy services to end users at the 

least cost. Public Counsel therefore believes that fuel 

substitution should be considered a demand side resource in Section 

050 (see our later discussion), and that certain definitions should 

be modified or added. 

Definition (15) ("end use measure") should be changed to add 

fuel substitution, and to clarify that measures can be used in 

combination. That definition should read: 

( 15) End Use Measure means an energy efficiency measure, 
an energy management measure, a fuel substitution 
measure, or any of these collectively. 

In addition, Public Counsel believes that two new definitions 

should be added: 

( xx) Fuel substitution means the future use of an energy 
source to provide an end-use energy service that is 
currently provided by a different energy source. 

(xx} Fuel-substitution measure (or program} means the 
use of an alternative fuel source to provide an end-use 
energy service currently provided by electricity. 

Definition (16) ("energy") should be changed by inserting the 

words "generated or" between "is" and "used" to account for the 
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fact that energy is both used and generated. Energy is used in the 

generation sense in other parts of the rule (see 22.050 (J)(D), for 

example). 

Definition ( 25) ("inefficient price") should be made less 

vague, by modifying this definition or by adding a definition of 

"long run marginal cost," or it should be dropped altogether. 

Under a too-strict definit~on of the latter term, nearly all prices 

in the economy would be declared inefficient. Furthermore, if 

utility cost structures exhibit economies of scale it is impossible 

to simultaneously price at long run marginal cost and satisfy the 

revenue requirement. Finally., it is important to remember that the 

long run marginal cost of providing energy services is dependent 

on, among other things, the cost of demand side measures. It does 

not appear that a definition of "inefficient price" is necessary, 

and Public Counsel would therefore recommend dropping it. 

Public Counsel believes that two important types of load 

b11ilding activities, which were included in definition (29) in 

earlier drafts, should be restored in the final rule. These are 

efforts by utilities to expand their service territories or to 

attract new customers. While we understand that utilities believe 

that there is some benefit to the economic development that may be 

brought about by these activiti.es, Public Counsel believes that 

these activities should be evaluated like any other load building, 

and if shown to be beneficial, then the utility should include them 

in its planning. Public Counsel suggests that the first sentence 

in this definition should be modified to read: 

-5-
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Load building program means an organized promotional 
effort by the utility to: 1) persuade energy-related 
decision makers to choose electricity instead of other 
forms of energy for the provision of energy service; 2) 
to expand its service territory; 3) to attract new 
customers to its service territory; or 4) to persuade 
existing customers to increase their use of electricity, 
either by substituting electricity for other forms of 
energy or by increasing the level or variety of energy 
services used. 

Definition (56) describes the 11 Ut.ility discount rate.n While 

we do not disagree with the definltion given, we must emphasize the 

importance of expressing the cost and benefit streams being 

discounted in nominal terms. Since the utility discount rate, as 

defined, is a nominal rate, consistency requires that the dollar 

amounts be expressed similarly. This means that cost and benefit 

projections must be made to account for future expected inflation 

by expressing them in "future" or "then-current" dollars. 

4 CSR 240-22.030 Load Analysis and Forecasting 

In paragraph (l)(C)2.C, the phrase "and tests of statistical 

significance" should be changed to "and all relevant test 

statistics." This change is needed because there are other 

important statistical tests that should be made in addition to 

significance tests. This change would not cause any material 

change in utilities' forecasting methods. Indeed, we are confident 

that any forecasting software would allow for the calculation of 

important diagnostic statistics, and that relevant utility 

personnel would understand the importance of such tests. We do not 

believe it is necessary to provide in this rule a specific list of 

-·6-



• • 
tests that must be performed, since the tests will vary with the 

data being analyzed and with the questions beinq asked. 

In the second sentence of (8)(H), the phrase "an explanation" 

should be replaced by na satisfactory explanation". This change 

will require a utility to base its decision not to use end-use 

forecasting methods on solid reasoning. 

4 CSR 240-22.040 Supply Side Resource Analysis 

In (2) (B), the phrase "additional environmental laws or 

regulations that are likely to be imposed" should be changed to 

"additional environmental laws or regulations that may be imposed." 

The use of the word "likely" makes .:l.t appear as though only those 

costs that have a greater than 50 percent chance of being imposed 

on the utility need be considered. However, subparagraph (2) (B) (1) 

makes it clear that utilities should be considering those laws or 

regulations that have a nonzero probability of being imposed. 

Public Counsel's suggested change simply squares the language in 

(2)(B) with that in (2)(B)l. 

Public Counsel suggests changing the sentence that appears in 

paragraph (9)(C) to clarify its meaning. This sentence would be 

made clearer by moving the phrase "described in Section 8" to an 

earlier part of the sentence. It would then read: "A summary of 

the results of the uncertainty analysis described in Section 8 that 

has been completed for candidate resource options." 

-7-



• • 
4 CSR 240-22.050 Demand-Side Resource Analysis 

Public Counsel believes that :fuel substitution should be 

considered a demand-side resource. We therefore suggest replacing 

the word "renewable" with "alternative" in paragraph (2) (D), which 

would then read: "Alternative energy sources and energy 

technologies that substitute for electricity at the point of use." 

These changes have the effect of retaining the language 

regarding fuel substitution that was included in an earlier draft 

of the rule. This language was removed largely in response to 

concerns expressed by ut:ility companies that it would require 

electric utilities to consider the cost effectiveness of having 

their customers switch some of their end uses from electricity to 

other energy sources. The utilities claimed this requirement would 

be unfair since the gas utili ties are not subject to similar 

regulations at this time. Public Counsel understands that a 

rulemaking is likely to be initiated in the near future that would 

apply resource planning to gas utilities. We believe that the 

electric utilities would be justified in seeking a waiver from 

provisions that require them to consider fuel switching to natural 

gas until the gas utilities are subject to similar rules. 

Other workshop participants indicated that they would like to 

see fuel substitution provisions added to the electric resource 

planning rule once the gas resource planning rule is in effect. 

Public Counsel believes it would be better to have the fuel 

substitution provisions re·tained in the electric 1:esource planning 
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rule that is currently under consideration than to try and add 

these in a future electric re.source planning rulemaking. 

we agree wholeheartedly with the requirement in (3)(A)3 that 

probable environmental costs be expressed on a per kilowatt-hour 

basis. The production of pollution and, therefore, the cost of its 

control are directly related to energy generation, not peak 

demands. 

References to the discounting at the utility discount rate 

appear in (4)(B)l and (4}(C)2. We again state that we agree that 

this rate is reasonable to use for discounting, but only when the 

cost and benefit streams being discounted are expressed in nominal 

terms. See our previous cownent regarding Definition {56). 

Public Counsel believes that {4}(C)2 should be revised to add 

"incremental" as the first word in this subparagraph to clarify 

that only operation and maintenance cost differences (both positive 

and negative) from those of existing end-use fi>r.tures should be 

included in annualized costs per installation. 

Public Counsel believes that the utility benefits test 

discussed in subparagraph ( 4) (G) should not include probable 

environmental costs since these are excluded from the benefits 

(avoided costs) side of this test, and therefore suggests that the 

last sentence should :r:efer to subsections ( 4) (c) 1 and ( 4) (c) 2, 

rather than to all of (4)(C). 

To ensure that programs are evaluated properly for cost 

effectively and that lost opportunities are minimized, Public 

Counsel suggests this addition following (6)(D): 
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{E) Cream skimming, lost opportunities, and free 

riders shall be considered when programs are designed. 
Cream skimming is that instance in which some, but not 
all, cost-effective demand-side measures are installed or 
otherwise implemented at a customer's facility, and it 
then becomes uneconomical to return at a later time to 
that facility to obtain the next incremental demand-side 
resource. Lost opportunities are those energy efficiency 
options which offer long-lived, cost-effective savings 
and that, if not exploited promptly, are rendered 
impossible or much more costly to achieve. Free riders 
are those customers who would have implemented a demand­
side measure regardless of the utility demand-side 
program. 

A new paragraph, which with renumbering would be paragraph 

( 7), should be added to encourage utili ties to consider a wide 

range of demand-side programs. Following the above proposed 

section (6}(E}, we recommend adding: 

(xx) In developing a full men.J of demand-side programs, 
each utility shall consider the applicability of 
different types of utility actions to achieve optimum 
market penetration for each cost effective demand-side 
program. Actions that shall be considered include at 
least the following: 

(A) Customer incentives for demand-side measure 
adoption, including: 

(B) 
customer 
customer, 

(C) 

1. Rebates to customers or demand-side 
measure vendors; 

2. Cus·tomer bill credits and shared savings; 
3. Loans at no interest or below market 

intarest; 
4. Payments to customers or third parties 

based on estimated or measured energy 
and/or demand savings; 

5. Leasing of energy efficient end use 
equipment. 

Installation of demand-side measures in 
premises at varying levels of cost to the 
including no cost to the customer. 
Information and education, including: 
1. Educational literature, videotapes, 

advertising, and public service messages; 
2. On--site energy audits or surveys of 

customer premises; 
3. Design or other technical assistance to 

architects, contractors, builders, 
developers, and purchasing agents. 

-10-
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(D) Building and equipment efficiency standards as 

tariff conditions for the determination of hook-up fees 
(including sliding scale hook-up fees) for new service or 
for customers changing rate classes. 

(E) Identification of demand-side program related 
contracts, including scope, type, contractor, cost 
estimate, contractor selection process and criteria. 

(F) Other promising marketing strategies and 
delivery mechanisms, even if as yet unproven. 

We recommend replacing "Screening" \vith "Analysis" in the 

title of paragraph (7) and "evaluate" with "analyze," to avoid any 

confusion regarding which cost tests are to be used for screening 

demand-side programs. In Section .020, screening test is defined 

as the probable environmental benefits test, but this section uses 

two different tests. This section as modified should read: 

( 7) Cost-Effectiveness Analysis of Demand-Side Programs. 
The utility shall analyze the cost-effectiveness of each 
potential demand-side program developed pursuant to 
section (6) using the utility cost test and the total 
resource cost test. The following procedure shall be 
used to perform these tests: 

4 CSR 240-22.060 Integrated Resource Analysis 

We strongly agree with the requirement in paragraph (1) that 

utility plans meet, at a minimum, the objectives stated in 4 CSR 

240-22.010(2). It is important that plans be designed "to provide 

the public with energy services that are •••• efficient, at just and 

reasonable rates, ... " (Emphasis added) The focus on energy 

services is most appropriate, since consumers are really buying 

cooling, heating, lighting, etc., not kilowatt-hours of electricity 

or therms of gas. We would interpret "just and reasonable" to 

mean, in light of 4 CSR 240·-22.010 (2) (B) and (C), rates that are 
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consistent with minimizing revenue requir~nts subject to 

constraints on risk levels, rate impacts, and other secondary 

considerations. 

Another reference to the utility discount rate appears in 

paragraph (2). Our previous comments regarding the need to use 

nominal cost and benefit flgures apply here as well. 

Public Counsel recommends replacing the word "goals" in the 

last sentence of paragraph (2) with "objectives" since there are no 

goals specified in .010(2) and all other references to .020 refer 

to the objectives contained therein. The last sentence would then 

read: 

( 2) Utility decision makers may also specify other 
measures that they believe are appropriate for assessing 
the performance of resource plans relative to the 
planning objectives identified in 4 CSR 240-22.010(2). 

In paragraph ( 5) , we suggest replacing "one ( 1) or more of the 

alternative plans developed pursuant to section (3) of this rule" 

with "the preferred resource plan." This paragraph would then 

read: 

(5) Analysis of Load-Building Programs. If the utility 
intends to continue existing load-building programs or 
implement new ones, it shall analyze these programs in 
the context of the preferred resource plan and using the 
same modeling procedure and assumptions described in 
section (4). This analysis shall include the following 
elements .. 

This change will ensure that proposed load building programs 

do not interfere with the fundamental objective of the resource 

planning process. 

-12-
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4 CSR 240-22.070 Risk Analysis ana Strategy Selection 

Paragraph (7){A) contains a reference to striking an 

appropriate balance between the objectives specified in 4 CSR 240-

22.010 (2). As we discussed earlier, we believe that the language 

of Section 010 makes it clear that the primary goal is revenue 

requirement minimization. "Striking an appropriate balance" 

therefore means moving away from this primary objective only if 

doing so would mean violating a constraint on risk levels, rate 

impacts, etc. 

Public Counsel therefore believes that the phrase "In the 

judgment of utility decision makers" should be deleted from (7)(A) 

since its inclusion allows utilities too much discretion to choose 

plans that do not meet the primary selection criteria. The problem 

with granting such discretion is that a utility's interests can 

diverge from those of the public, and the Commission should be the 

sole arbiter of what is or is not in the public interest. Public 

Counsel's suggested language would read: 

(7)(A) The preferred plan shall strike an appropriate 
balance bet.ween the various planning objectives specified 
in 4 CSR 240-22.010(2) 

4 CSR 240-22.080 Filing Schedule and Requirements 

In order to make the material filed by utilities in planning 

dockets more accessible to the public, Public Counsel believes that 

paragraph (1) should require each utility to submit an executive 

summary when filing its resource plan. Therefore, Public Counsel 

suggests that a subparagraph (G) should be added to paragraph (1). 

This subparagraph would read as follows: 

-13-
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(G) Executive Summary. Each utility shall prepare an 

Executive Summary, separately bound and suitable for 
distribution to t.he public, which shall be a non­
technical description of the plan. This document shall 
summarize information referred to in subsection (l)(C). 
The summary shall include: 

1. A brief introduction describing the utility, its 
existing generation and transmission facilities, its 
existing demand-side management programs, and the purpose 
of the plan. 

2. The forecast of low, high and base growth of 
peak demand and energy for at least the next twenty (20) 
years with and without utility demand-side programs, and 
an explanation of the economic and. demographic 
assumptions associated with each. 

3. A summary of the utility's proposed integrated 
resource plan to meet expected energy service 
requirements, clearly showing the demand-side and supply­
side resources. The summary shall list: 

{a) the timing, size, and cost 
effectiveness of each demand-side program; 

(b) the anticipated capacity, costs, and 
in service date for each supply-side option; 
and 

(c) the an·ticipated additions to the 
transmission system, including capacity and in 
service da.te. 
4. A summary of the activities, acquisitions and 

costs included in the utility's three-year implementation 
plan. The portion pertaining to demand-side programs 
shall spell out the savings goals, budget committed, and 
custome:r· opportunities to participate. 

5. Such other information as the Commission may 
determine appropriate. 

Since the information required in Public Counsel's suggested 

subparagraph (G) would be duplicative of some of the information 

required in the proposed subparagraph (D), Public Counsel suggests 

modifying subparagraph (D) in the proposed rules by deleting the 

first sentence and requiring that the further information required 

in subparagraph (D) be submitted by a sworn statement. 

Subparagraph {D) ttmuld t..1us read as follows: 

(D) A sworn st.at.ement that the resource acquisition 
strategy contained in the filing has been officially 
approved. by the utility, and that the methods used and 
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the procedures followed by the utility in formulating the 
resource acquisition strategy comply with the provisions 
of this chapter of rules; 

Public Counsel belie~1es that the resource planning process can 

be both enhanced and streamlined by adding a requirement for 

utilities to schedule sessions where interested parties may preview 

resource acquisition strategies before they are formally filed with 

the Commission. Therefore, Public Counsel recommends inserting a 

new paragraph between (2) and (3) which would read as follows: 

(xx) The utility shall schedule sessions for previewing 
its resource acquisition strategy prior to filing it with 
the Commission and provide an opportunity for interested 
parties to: 

(A) Learn of progress by the utility in developing 
plans and amendments to plans; 
(B) Determine whether key assumptions are being 
applied in a consistent and acceptable manner; 
(C) Determine whether key results are reasonable; 
and 
(D) Offer suggestions on other matters as appropriate. 

These sessions would allow utilities to benefit from outside 

input regarding key assumptions and results. Sessions that 

facilitate input from interested parties before plans are filed 

will decrease the time required to review plans and may decrease 

post filing disagreements regarding plan assumptions, 

methodologies, and results. 

Public Counsel believes that the major purpose of Section 080 

should be to ensure that the Commission has as much information as 

necessary, including input from the public and interested parties, 

to make a reasoned decision about a utility's plan. This decision 

should primarily be based on how well the utility's plan meets the 

objectives of this chapter of rules. Thus the parties' reviews of 
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a utility plan should not be limited (as in the proposed rule) to 

whether or not those plans meet "the planning objectives identified 

in 4 CSR 240-22.010(2}{A)-(C) ." The reviews should instead attempt 

to determine whether the plans meet the fundamental objective 

stated in 4 CSR 240-22.010(2) taken as a whole. In order to 

accomplish this, Public Counsel believes that paragraphs (5) and 

( 6) should be modified to delete the word "planning", which 

modifies "objectives," to delete the reference limiting the review 

to only subparagraphs (A) through (C) !I and to delete the word 

"limited." 

As paragraphs (5) and (6) are proposed, Staff, Public Counsel, 

and any intervenors are limited in the report that they may submit 

to the Commission to simply assessing whether plans comply with 

subparagraphs (A) through (C} of Section 010(2). Public Counsel 

does not believe that it should be so limited, nor should any 

intervenors. In addition, Public Counsel believes that Staff 

should be required to perform a review to determine whether or not 

a utility's plan conforms with the overall objectives of Section 

010(2). If proposed plans do not satisfy the fundamental objective 

of the resource planning process, as set forth in Section 010 of 

this chapter of rules, then Staff, Public Counsel, or any other 

intervenors should have standing to point out deficiencies. 

Furthermore, Public Counsel believes that the Commission's 

order in a planning docket should determine whether or not the 

utility's plan meets ·the overall objectives of Section 010(2), 
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rather than simply the planning objectives of subparagraphs (A) 

through (c) • 

These references to 4 CSR 240-22.010{2}(A)-(C) are especially 

troublesome in light of problems which we have previously 

discussed, with the wording in 010(2)(C)F which gives the utility 

complete discretion in determining the appropriate balance between 

the primary selection criterion and other considerations. Changing 

the wording in 010(2){C} as suggested by Public Counsel will reduce 

our concern in this area, but Staff, Public Counsel, and other 

parties may still not be able to question whether a resource 

acquisition strategy satisfies the fundamental objective of the 

planning process. Therefore, Public Counsel suggests changing 

paragraph (13) of Section 080 by deleting the reference to 

subparagraphs (A) through (C) of 010{2). 

Public Counsel believes that the Comm.ission, in order to 

develop a full record, should convene a hearing if any party 

requests one. Public Counsel therefore suggests that the last 

sentence of paragraph (9) should be replaced with a sentence that 

reads: "If one or more parties requests a hearing of one or more 

issues, the Commission will issue an order granting the hearing and 

establishing a procedural schedule." 
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BEFOKE THE PUBLIC SDVICE COMMISSION 

OF THE STATE OF MISSOURI 

In the matter of the proposed 
Commission Rules 4 CSR 240-22.010 
through 22.080 (E!ecti'ic Utility 
Resource Planning. 

} 
) 
) 
) 

Case No. EX-92-299 

AFFIDAVIT OF RYAN KIND 

STATE OF MISSOURI ) 
} ss 

COUNTY OF COLE ) 

Ryan Kind of lawful age, being first duly sworn, deposes and states: 

1. My name is Ryan Kind. I am a Public Utility Economist for the Office of 
the Public Counsel. 

2. Attached hereto and made part hereof for all purposes is Public Counsel's 
Initial Verified Statement consisting of pages 1 through 17 and Appendix A 
consisting of pages 1 through 7. 

3. I hereby swear and affirm that my statements contained in the attached 
testimony are true and correct to the best of my knowledge and belief. 

Subscribed and sworn to me this ~ day of August, 1992. 

~~W~ BOnilie:HOWard 
Notary Public 

My commission expires May 3, 1993. 
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APPENDIX A 

EX-92-299 ELECTRIC UTILITY RESOURCE PLANNING 

4 CSR 240-22.010 Policy Objectives 

(1) The commission's policy goal in promulgating this chapter of 
rules is to set m1.n.1mum standards to govern the scope and 
objectives of the resource planning process that is required of 
electric utilities subject to its jurisdiction in order to ensure 
that the public interest is adequately served. Compliaaoo ui'ta 
taese rules saall not be oonstryed to resalt ia commissioa a~ro¥al 
of tao utility's resour~e plaas, resoarce aoquisitioa strate§ies or 
iRvestmeRt deoi&iofl&T Co@nt_i.~§.ion .. ~ppre>val of a utJ..J.i"t:Y~~ i~~s§y:p::~ 
P4An ~ti~:J.:t n()t ~.· cop.strue<;{ .. ~~ AA ~cc~p~ance. by tltf;l q~*$1$l,pp p~ 

~§~~~~~ilijl!#;! ... ··~~·.•••:~~1~~~;~~~1~~·~1fne:et:··'t{;:•i.~~nf•··•··~•~nqJc~~··••···~» 
(2) The fundamental objective of the resource planning process at 
electric utilities shall be to provide the public with energy 
services that are safe, reliable and efficient, at just and 
reasonable rates, in a manner that adequately serves the public 
interest. This objective requires that the utility shall -

(A) Consider and analyze demand-side efficiency and energy 
management measures on an equivalent basis with supply-side 
alternatives in the resource planning process; 

(B) Use minimization of the present worth of long-run utility 
costs as the primary selection criterion in choosing the preferred 
resource plan; and 

(C) Explicitly identify and, where possible, quantitatively 
analyze any secondary criteria or considerations which are critical 
to meeting the fundamental objective of the resource planning 
process, but which may constrain or limit the minimization of the 
present worth of expected utility costs. The utility shall 
document the process and rationale used by decision makers to 
assess the tradeoffs and determi~ tbe~p~ropriate salaRee between 
minimization of expected utility costs and these other 
considerations in selecting the preferred resource plan and 
developing contingency options •. Ji~~Q\,l.r(::~ p~~l'\$ $fi~4;t.~~;;~§ ~i 
~pproprtate .. balanc~ betwe~n ~n.t!l,imi¢at,i{)n.Pl•e~~¢.t~4 P:t::t+~t,y. pg.$t.~ 
and these other .. · consfderatl.ons. · ·.· These Corisideratforis shall 
Iricl\lde, but are not necessarily limited to -

1. Mitigation of risks associated with critical 
uncertain factors that will affect the actual costs associated with 
alternative resource plans; 

2. Mitigation of risks associated with new or more 
stringent environmental laws or regulations ·that may be imposed at 
some point within the planning horizon; and 

3. Mitigation of rate increases associated with 
alternative resource plans. 
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4 CSR 240-22.020 Definitions 

(15) End-use measure means an energy-efficiency measure, er an 
energy-management measure¥ a fuel substitution measure, or any of 
tfi~~~ ¢p~J.~ptively. 

( 16) EJ'lergy means the total amount of electric power that is 
q.Qp.e;-at~P. o:c; used over a specified interval of time measured in 
kilowatt..::. hours (kWh). 

(*;x:> Fu~l> substitution mE;l~ns.1;!1~ futur~ use of an ~I)~X'gy.~ourqe tP 
p#()vide ~rr entJ""'tiS~ energy s~.tvic~that is .cw:rentlyprovided 1>¥ a 
d.+f~~ref1.1? ~n,e:t'9Y ~99rpe~ · · ·· · .. ·· · .·· .·. · 

(~) Fp.~,t..-su,b~titutipn . W.Etc:t~.l.lre {or pr()gr.:lll\1 ~eans the use ()f ·.·.·~ll. 
4J.tt:J.~P4t,1:V'~ ... > fq.el source. . t.() . p1.·ov.t(;{e ~tl ~nd~11s;e en~~<JY . ~.Ett:yig~ 
G~#:J;'~nt~'f ~~pviQ.ect by e1~SFF4S.i.~Xt. . . . . . . . ·.· .· · .. ··.··.·... · .. · ..... 

(~§) Inefficient price means a price that is not e~aal to the 
long=ran marginal sost of providing a ~ood or service. 

(29) Load-building program means an organized promotional effort 
by the utility to: J) persuade energy-related decision makers to 
choose electricity instead. of other forms of energy for the 
provision .. of.· .energy service-r} 2). ¥Pe)tpap.d it~L$epyi.get t.~z:.;tt.pz.:y; 
3.) t() at~+act . J)ew cuato\1\~~~ .. -to .. lt::s ij~l:'viqf:! ~~tr.it.?~Y:i. or 4) ··.to 
persuade existing customers to increase their use of electricity, 
either by substituting electricity for other forms of energy or by 
increasing the level or variety of energy services used. This term 
is not intended to include the provision of technical or 
engineering assistance, information about filed rates and tariffs, 
or other forms of routine customer service. 

4 CSR 240-22.030 Load Analysis and Forecasting 

(1)(C)2.C. The utility shall document the methods used to develop 
weather measures and the methods used to estimate the effect of 
weather on electric loads. If statistical models are used, the 
documentation shall include at least: the functional form of the 
models; the estimation techniques employed; the data used to 
estimate the models, including the development of model input data 
from basic data; and the statistical results of the models, 
including parameter estimates aad t.est.s of statistical significaaoe 
and a~l .re~evant test sta~istiq$; and 

(8)(H) The utility shall provide a description of the methods used 
to develop all forecasts required by this rule, including an 
annotated summary that shows how these methods comply with the 
specific provisions of this rule. If end-use methods have not been 
used in forecasting, aa eJEplaaat.ion a si;!j;.,i~:f:~pt.p~ El?;t2~~fi~t.!qn as 
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to why they have not been used shall be included~ Also included 
shall be the utility's schedule to acquire end-use information and 
to develop end-use forecasting techniques, or a discussion as to 
why the acquisition of end-use information and the development of 
end-use forecasting techniques are either impractical or not cost­
effective. 

4 CSR 240-22.040 SupplY::.§ide Resource Analysis 

( 2) (B) The probable environmental costs of each supply-side 
resource option shall be quantified by estimating the cost to the 
utility of mitigating the environmental impacts of the resource to 
comply with additional environmental laws or regulations that aEe 
likely to ID~Y be imposed at some point within the planning horizon. 

( 9) (C) A summary of the results of the uncertainty analysis 
g~~qp$P.@9 J.p, $~cti.gn. (8) that has been completed for candidate 
resourceoptioils described in seot.ion (8); and 

4 CSR 240-22.050 Demand-Side Resource Analysis 

( 2) (D) ~ltetrnat;.ive reReuable energy sources and energy 
technologies that substitute for electricity at the point of use. 

(4)(C) Annualized costs per installation for each end-use measure 
shall be calculated as the sum of the following components: 

1. Incremental costs of implementing the measure (regardless 
of who pays these costs), levelized over the life of the measure 
using the utility discount rate; 

2. Inc:('ernental Aa.nnual operation and maintenance costs 
(regardless of who pays these costs) levelized over the life of the 
measure using the utility discount rate; and 

(4)(G) For each end-use measure that passes the probable 
environmental benefits test, the utility shall also perform the 
utility benefits test for informational purposes. This calculation 
shall include the cost components identified in subsection (4)(C) 
f~l (<;>.·t .. ('l119 ( ~) (.H l~. • 
(~)..(S.l .... C:r~ciltl. ~ki,~ing t .. lost 
cc;;n•iq~;ed < WhE.m •.. prog~ams. ~.;~·· 
itif:3tilncf:l · ip whlcb ·· · ,. .• put·· 
measures nA,rw1~~ 

t'atpi;tit.y 
tl.me. to·· :rtf·s:our:ce ~--·:::: ~ :::.-<::· .. :·::. "" ........... · 

impl$m~ttt~d a.··· c ••. l .. «e .... ~m .. :£l:fl;C1,.·.~~.1Cl$ Jl~.t:!~~~·::t' 
sJ,de.· •••.. prog~~~ \ · .. · •..... -,...-
opt-ions whic}l 
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not exploited promptly, are rendered impossible or much more costly 
to achieve. 

(xx) In developing a full menu of demand-side programs, each 
utility shall consider the applicability of different types of 
utility actions to achieve optimum market penetration for each cost 
effective demand-side p.rogram. Types of utility action shall 
includeat least the following: 

(A) Customer incentives for d~~nd-side measure 
adoption, including: 

1. Rebates to customers or demand-side measure 
vendors; 

2. Customer bill credits and shared savings; 
3. Loans at no interest or below market interest; 
4. Payments to customers or third parties based 

on estimated or measu1.·ed energy and/or demand 
savings; · 

5. Leasinq of energy efficient end use equiPJnent. 
(B) Installation of demand-side measures in cust9mer 

premises at varying levels of cost to the customer, includip.g 
no cost to the .customer.. ·· · · ·· 

(C) Irlformatlon and education, including: 
1. ~ducationa.l literatuJ:e, videotape:;, 

advertising, and public service messages; · · 
2 • On-:-:site erl.ergy audits or surveys of customer 

premises; 
3 . Design or other technical assistance to 

arc hi t.ects, contractors, builders, (ievelopers, 
and purchasing agents. · · · · · · 

(P) Building and equipment efficiency stangiirds as 
tariff conditions for the determination of hopk-up fees 
(including sliding scale book-up fees) for new se:rv~ce or for 
customers~hanginq rate classes. · · .· 

(E) Identification of demand-side prqgram r,ela"t,ed 
contracts, including scope, type, contractor, cost estimate, 
contractor selection process and criteria. · · · · · 

(F) Other promising marketing strategies and deliV:~+Y 
mechanisms, even if as yet unproven. ···· ·. · .·.·. ·· 

( 7) Cost-Effectiveness SoFCening Analysis of Demand-Side Programs. 
The utility shall evaluate analyze the cost-effectiveness of each 
potential demand-side program developed pursuant to section (6) 
using the utility cost test and the total resource cost test. The 
following procedure shall be used to perform these tests: 

4 CSR 240-22.060 Integrated Resource Analysis 

( 2) Specification of Performance Measures. The utility shall 
specify a set of qua.ntitative measures for assessing the 
performance of alternative resource plans with respect to 
identified planning objectives. These measures shall include at 
least the following: present worth of utility revenue 
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requirements; present worth of probable environmental costs; 
present worth of out-of-pocket costs to participants in demand-side 
programs; levelized annual average rates; and maximum single-year 
increase in annual average rates. All present worth and 
levelization calculations shall use the utility discount rate. 
Utility decision makers may also specify other measures that they 
believe are appropriate fo.r assessing the performance of resource 
plans relative to the planning geals objec:tives identified in 4 CSR 
240-22.010(2). . .. . . 

( 5) Analysis of Load-Building Programs. If the utility intends to 
continue existing load-building programs or implement new ones, it 
shall analyze these programs in the context of eae (1) or mere of 
the alteraative .flaRe .. devol sped parsaaat to seotioa ( 3) of this 
FYle, ~~~ .p~~~~~;-~9 · 'fE!e19ll:~9~ p.J.a~ and using the same modeling 
procedure arid assumptions described in section ( 4) • This analysis 
shall include the following elements: 

4 CSR 240-22.070 Risk ~nalysis and Strategy Selection 

(7)(A) IR the jad§men~ of utility deoisioa makers, ~~he preferred 
plan shall strike an appropriate balance between the various 
planning objectives specified in 4 CSR 240-22.010(2); and 

4 CSR 240-22.080 Filing Schedule and Requirements 
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of tne economic and demographic assumptions associated with 
each. 

3. A summary of the utility's proposed integrated 
resource plan to meet expected energy service requirements, 
clearly showing the demand-side and supply-side resources. 
The summary shall list: 

(a) the tiftling, size, and cost effect! veness of 
each demand-side program; 

(b) the anticipated capacity,. costs, and in service 
date for each supply-side option; and 

(c) the anticipated additions to the transmission 
system, including capacity and in service date .. 
4. A summary of t.}le activities, acquisitions alld, costs 

included in the utility's three-year implementation plan. The 
portion pertaining to demand-side programs shall spell out the 
savings goals, budget co1runitted, and customer opportunities to 
participate. · · 

· 5. such other information as the commission may 
determine appropriate. 

(xx) The "Utility shall schedule sessions for prev,i~wing · it.fi!i 
reso~rce acquisition strategy prior to filing it .. w.ith. t;J:te 
<;9mm.tssi()n andprovide an opp()J:tu,n;ity for interested parti~~t(); 

·· · ·· · {A)·. L~arn of progress>py the utility in developil'l9 pJ.a~t:J .all<:J 
f.lme~dments to plans; · .· .. ·.· · · · · · · · · ··. · · ···. 
(B) .· Determine whetner . key assumptions are being af:lpJ.;l.~q in a 
consistent and acceptable manner; · · . · ······ 
(C) Determine whether key results are reasonabl,e; ana 
(D) Offer suggestions on other matters clS 4i?Pl:'OPJ:'if;lt.~· 

( 5) The staff shall review each compliance filing :.:::-;.~ired by this 
rule and shall file a report not later than one hundred twenty 
(120) days after each utility's scheduled filing date that 
identifies any deficiencies in the electric utility's compliance 
with the provisions of this chapter of rules, any major 
deficiencies in the methodologies or analyses required to be 
performed by this chapter of rules, and any other deficiencies 
which the staff in its limited review determines would cause the 
electric utility's resource acquisition strategy to fail to meet 
the planniag objectives identified in 4 CSR 240-22.010 ( 2) (A) (C). 
If the staff's limited review finds no deficiencies, the staff 
report shall so state. A staff report that finds that an electric 
utility's filing is in compliance with this chapter of rules shall 
not be construed as acceptance or agreement with the substantive 
findings, determinations or analysis contained in the electric 
utility's filing. 

(6) Also within one hundred twenty (120) days after an electric 
utility's compliance filing pursuant to this rule, the office of 
public counsel and any intervenor may file a report or comments 
based on a limites review that identify any deficiencies in the 
electric utility's compliance with the provisions of this chapter 
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of rules, any deficiencies in the methodologies or analyses 
required to be performed by this chapter of rules, and any other 
deficiencies which the public counsel or intervenor believes would 
cause the utility's resource acquisition strategy to fail to meet 
the ~aRRiR§' objectives identified in 4 CSR 240-22.010(2) (A) (C). 

(9) If full agreement on remedying deficiencies is not reached, 
then within sixty { 60) days from the date on which the staff, 
public counsel or any intervenor submitted a report or comments 
relating to the electric utility•s compliance filing, the electric 
utility may file a response and the staff, public counsel and any 
intervenor may file comments in response to each other. .!l!Re 
oeRYRissioR ~~ill: issue aR order w:R:icJ::i indioa"tes eR ~mat. it.ems, if 

iilii~ilVi~i~&i:;~~ii~:1~liJi~&11iiii 
(13) The commission will issue an order which contains findings 
that the electric utility's filing pursuant to this rule either 
does or does not demonstra·t.e compliance with the requirements of 
this chapter of rules, and that the utility's resource acquisition 
strategy either does or does not meet the p:laRRiRg objectives 
stated in 4 CSR 240-22.010(2)(A) - (C)u and which addresses any 
utility requests pursuant to section ( 2) for authorization or 
reauthorization of nontradi tiona! accounting procedures for demand­
side resource costs. 
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