BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI

In the Matter of Union Electric Company
)

d/b/a AmerenUE for Authority to File
)

Tariffs Increasing Rates for Electric

)

Case No. ER-2007-0002

Service Provided to Customers in the

)

Company’s Missouri Service Area.

)

DEPARTMENT OF NATURAL RESOURCES
 PRE-HEARING BRIEF

Pursuant to the Commission’s Order Adopting Procedural Schedule and Test Year, the Missouri Department of Natural Resources (“MDNR”) submits this pre-hearing brief.


MDNR does not have a position regarding the majority of issues involved in this case.  Therefore, this brief will address only the four issues in which MDNR has a direct interest: (1) Demand Side Management (Issue 15); (2) Low Income Programs (Issue 16); (3) Wind Power (Issue 14); and (4) Voluntary Green Power Program (Issue 17).  There is very little disagreement among AmerenUE, Staff, and MDNR, which are the only parties to present testimony on these issues.
Demand Side Management


Analysis of the demand side management (“DSM”) issue is complicated by the fact that AmerenUE did not adequately consider DSM in its Integrated Resource Plan filing, which became the subject of case EO-2006-0240.  Subsequent to that filing but after commencement of this rate case, AmerenUE and Staff, with the consent of the intervenors in EO-2006-0240 (including MDNR), entered into a Stipulation and Agreement (“IRP SA”).  The IRP SA has been approved by the Commission.  All parties agree that the process set forth in the IRP SA should govern the DSM programs to be implemented by AmerenUE.  Wilbers Direct at 7; Mantle Rebuttal at 3; Moehn Rebuttal at 27-29.

Because the IRP SA does not require any minimum commitment to DSM, MDNR suggested two ways to ensure that AmerenUE makes such a commitment.  First, MDNR suggested that AmerenUE reduce growth in peak demand and energy through implementation of energy efficiency programs by 10% by 2009/2010, 15% by 2011/2012, 20% by 2013/2014, and 25% by 2015/2016. Wilbers Direct at 7-8. Staff believes these goals may be too low, particularly if they include demand response programs, but recommended they be accepted.  Mantle Rebuttal at 2-3.  In response to the Staff’s testimony, MDNR has clarified that it believes these goals should be met through energy efficiency programs only, without regard to reductions obtained through demand response programs.  Wilbers Surrebuttal at 3.  AmerenUE has not provided testimony on these goals. 

Second, MDNR suggested that AmerenUE commit at least $10 million annually, rising to $20 million by 2010, to implement DSM programs.  Wilbers Direct at 8.  Although AmerenUE had some disagreement with DNR about the appropriate percentage of annual sales revenues to use, it agreed that a minimum commitment was appropriate and proposed to provide funding at a minimum of $13 million annually, rising to $20 million by 2010.  Moehn Surrebuttal at 28.  MDNR believes these levels are appropriate, so there is no disagreement between AmerenUE and MDNR.


Staff, however, believes that no specific dollar amount should be imposed, but that all decisions should be made through the IRP process.  Mantle Surrebuttal at 3. As noted above, all witnesses agree that the process under the IRP SA should govern the selection and implementation of DSM programs.  MDNR, with the concurrence of AmerenUE, believes it is appropriate for AmerenUE to make a specific dollar commitment to ensure that the process actually leads to the implementation of cost effective programs at a level that has a meaningful impact on load growth.  The dollar amount gives AmerenUE a minimum goal, and it gives the Commission a concrete benchmark by which to judge AmerenUE’s performance under the IRP SA. Staff’s concerns should not override the need for this benchmark, because all parties agree that the IRP SA will ultimately govern the selection and implementation of cost-effective energy efficiency programs.

All witnesses agree that AmerenUE should use a regulatory asset account to provide for cost recovery of DSM expenditures.

Low Income Programs


AmerenUE initiated its low income weatherization program as a result of a Stipulation and Agreement in the Staff complaint case, EC-2002-1.  All parties agree that AmerenUE should continue this program.  Wilbers Direct at 11; Mantle Rebuttal at 4; Mark Surrebuttal at 3. MDNR and Staff  agree that AmerenUE should fund the program at an annual level of $1.2 million; that the program should be included in AmerenUE’s tariff; and that AmerenUE should use a portion of the annual funding, not to exceed $120,000, to do a process and impact evaluation of the weatherization program. Mantle Rebuttal at 4-5; Wilbers Surrebuttal at 5-6. In addition, Staff has suggested that AmerenUE should bear 50% of the cost of the program and ratepayers the other 50%, and MDNR defers to Staff’s expertise on this issue.  Mantle Rebuttal at 4; Wilbers Surrebuttal at 5.  AmerenUE has agreed to provide funding at the suggested level and to bear 50% of the cost, but only in connection with its Fuel Adjustment Clause/Off-System Sales proposal.  Mark Surrebuttal at 3. AmerenUE has not taken a position on the proposed study or inclusion of the program in the tariff.

MDNR believes the weatherization program should be funded without regard to AmerenUE’s Fuel Adjustment Clause/Off-System Sales proposal.  While this program is essential to the families that participate, it also helps AmerenUE attain the DSM goals above by reducing participants’ energy needs.  Including the program in the tariff and studying its effectiveness also further these goals.
Wind Power


Staff and MDNR agree that AmerenUE has not committed sufficient resources to developing wind and other renewable generation.  Wilbers Direct at 13; Mantle Surrebuttal at 2. AmerenUE has committed to add 100MW of wind generated power to its portfolio by 2010.  Moehn Direct at 17. This is a useful first step, but more must be done.  AmerenUE agrees not to limit its commitment to install 100 MW of wind, but will include renewable energy sources at various levels in its analysis for resource planning and implement cost-effective renewable energy generation. Id. The regulatory environment regarding greenhouse gas emissions is changing.  AmerenUE must increase its investment in renewables, or it risks not being able to comply as the regulatory landscape changes.

Voluntary Green Power Program


MDNR supports implementation of AmerenUE’s Voluntary Green Power program with some additional safeguards.  The safeguards are described in the changes to AmerenUE’s proposed tariff described in the surrebuttal testimony of Rick Anderson. Anderson Surrebuttal at 2. AmerenUE has agreed to make the suggested changes to the tariff language.  Mill Rebuttal at 1-4.
Staff opposes the program on the ground that it will confuse customers, who may believe they are actually buying renewably generated power rather than a credit that supports renewable generation.  Mantle Rebuttal at 3. MDNR shares this concern, but believes that the proposed tariff changes will help avoid this confusion. 

Staff also suggests that AmerenUE should dedicate its resources to developing renewable generation capacity rather than on this program.  Id. at 1-2. Again, MDNR shares Staff’s concerns regarding the lack of resources AmerenUE has dedicated to renewable energy.  This program, however, does support renewable energy and should not require substantial resources.  While MDNR agrees that the program is far from enough, it still believes the program is worthwhile.
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