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Re:

	

Electric Utility RES Requirements Rulemaking
Section (5) Retail Rate Impact

Dear Chairman Clayton and Commissioners :

Our firm has been participating in the rulemaking process for the Renewable
Energy Standards on behalf of Wind Capital Group . We and other stakeholders have
expressed an interest in ensuring that the retail rate impact provision of the statutes
be implemented via regulation in a manner that is in accord with the statutes and finds
the proper balance between Missourians' expressed desire for renewable energy
standards with a limitation on the costs ratepayers will bear. To that end, Wind
Capital Group engaged consultants with ICF International, Inc . to conduct modeling
of Alternative A of Section (5) of the draft rule, to identify any concerns with that
language and to assist us in proposing changes to Alternative A that balance the
interests as set forth in the statutes .

Attached you will find two documents . One document is a spreadsheet that
includes a projection of the rate impact calculation as set forth in . Section (5)'s
Alternative A ("current draft language") . It also includes a projection based upon a
modified Section (5) that we propose, which is a separate attachment ("our
proposal")' . Other variations on the first two issues discussed below are also shown

The redline is to staff's Revision 15, which we just received today.
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in the attached spreadsheet . This spreadsheet is based upon actual AmerenUE public
information from its latest IRP and rate filing and from other public data . Various
assumptions are made for the purposes of illustrating the potential methods of
calculating the rate impact .

We have identified four main issues with the Alternative A ("current draft
language") that we have remedied in the attached redline to Alternative A ("our
proposal") :

1 . The retail rate impact should be forward-looking . As such, the retail
rate impact should be calculated in an incremental manner versus a cumulative
manner.

We are concerned that the current draft language calculates retail rate impact
in a cumulative manner, resulting in a retail rate impact that vitiates the progressively
higher portfolio standards . This would allow an interpretation of the 1% cap to
nullify the renewable portfolio standard practically in its entirety . As demonstrated in
the enclosed spreadsheet, electric utilities would be unlikely to even reach the first
2% portfolio standard using such a method . Our proposal clearly sets forth an
incremental calculation and the results . of such a method are demonstrated in the
spreadsheet .

2 . Average the retail rate impact as set forth in statute to account for the
lumpiness inherent in RPS benchmarks and to make the process more consistent
with the IRP process . Average the retail rate impact over a ten year horizon .

Both of the above methods show the importance of averaging the retail rate
over time for impact purposes in order to give any meaning to the RES adopted by the
people of Missouri .

	

Moreover, this averaging is specifically included in
§ 393 .1030.2(1) as well as § 393 .1045, and should be included in the rule . Although
Integrated Resource Planning has a 20 year horizon, a ten year horizon seems to be an
adequate time period to address the issue of "lumpiness and comply with the
statute's requirement of averaging . The enclosed spreadsheet shows both the
cumulative method and the incremental method with a ten year averaging applied .

3 . Avoid re-modeling for the sole purpose of retail rate impact
calculations .

We believe that there is sufficient data in Integrated Resource Planning so that
calculating the retail rate impact does not have to be a new process, adding costs to
RES compliance . It should be a simple method that does not require re-modeling .
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4. Ensure compliance with the statutory mandate in § 393 .1030.2(1) by
specifically including future environmental regulatory risks in the non-
renewable projection .

This is simply notably absent in the current draft language . Our proposal
ensures that the benefits of avoiding fuel price volatility is included and that
avoidance of CO2 emissions costs are included in the renewable projection . We
propose the lower of the cost per ton of CO 2 or the cost of CO2 reduction technology .

We appreciate all the work the Commission staff has done on these rules. We
remain concerned about the retail rate impact language, however, and are submitting
the proposed language modifying the current draft of section (5) and the spreadsheet
in the desire to have greater clarity in this part of the regulation and avoid, even
unintentionally, vitiating the portfolio standard by choices made in the application of
the 1 % retail rate impact provision .

Sincerely,

STINSON MORRISON HECKER LLP

Enclosures

cc :

	

Michael Taylor
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From Revision 15
Alternative A redline

(5) Retail Rate Impact .
(A)

	

The retail rate impact, as calculated in 5 (B), may
not at any time exceed one percent (1%) for prudent costs of
renewable energy resources directly attributable to RES
compliance .

	

The rate impact shall be calculated on an
incremental basis for each addition of renewable generation
through procurement or development of renewable energy
resources, averaged over a ten-year period, and shall exclude
renewableenergy resourcesunder contractpriortotheeffective
date of this regulation and renewable energy resources
previously determined not to exceed the 1% thresholdfor each
ca l endar y	ar . The limit ofthis sect ion is applicable to cost
rccovcry i	accordance	 with sect i on (C) of this rule or t hrougha
rate p roceeding outside or in a general rate case .

(B)

	

The RES retail rate impact shall be determined by
subtracting the total retail revenue requirement incorporating
an incremental non-renewable generation and purchased power
portfolio from the total retail revenue requirement including an
incremental RES-compliant generation and purchased power
portfolio .

	

The non-renewable generation and purchased power
portfolio shall be determined by adding to the utility's
existing generation and purchased power resource portfolio,
excluding	all renewable cncrgy resources, additional non-
renewable resources sufficient to meet the utility's needs on a
least-cost basis . The RES-Compliant portfolio shall be
determined by adding to the utility's existing generation and
purchased power resource portfolio an amount of renewable
resources sufficient to achieve the standard set forth in
Section (2) of this rule, and an amount of least-cost non-
renewable resources, the combination of which is sufficient to
meet the utility's needs with the same rel iabi lity	as the non
renewable portfolio . These renewable energy resource additions
will utilize the most recent electric utility integrated
resource planning (IRP) . These comparisons will be conducted
utilizing model i ng consistent with e l ectr i c utility resource
planning in accordance with 4 CSR 210 22 .	This modeling shall
consider any costs or benefits	 attributed to the rep lacement of
cnisting	renewabl e cncrgy resources projections of the
incremental revenue requirement for new renewable energy
resources, less the avoided cost offuel notpurchasedfor non-
renewable energy resources due to the addition of renewable
energyresources . In addition, the projectedimpactonrevenue
requirements by renewables shall be reducedbythecostofC02
emissions reductions, assuminq that suchreductions are made at
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the then-current cost perton of.002 allowances or the cost of
C02 reduction technology, whichever is lower . . Any variables
utilized in the modeling shall be consistent with values
established in priorr rate proceedings or RES compliance plans,
unless specific justification is provided for deviations .

	

The

(C) Rebates made during any calendar year in accordance
with Section (4) of this rule shall be included in the cost of
generation from renewable energy resources .

(D) For purposes of the determination in accordance with
subsection (B) of this section, if the revenue requirement
including the RES-compliant resource mix, averaged over a ten-
year period, exceeds the revenue requirement that includes the
non-renewable resource mix by more than 1%, the utility shall
adjust downward the proportion of renewable resources so that
the revenue requirement differential does not at any time exceed
1% . In making this adjustment, the solar requirement shall be
in accordance with subsection (2) (F) of this rule . Prudently
incurred costs to comply with the RES standard, and passing this
rate impact test, may be recovered in accordance with Section
(6) of this rule or through a rate proceeding outside or in a
general rate case .

(E) Costs or benefits attributed to compliance with a
federal renewable energy standard or portfolio requirement shall
be considered as part of compliance with the Missouri RES .

DB04/835757 .0002/1998383 . 1 WP14

comparison of the rate impact of renewable and non-renewable
energy resources shall be conducted only when the electric
utility proposes to add incremental renewable energy resource
generation through the procurement or development of renewable
energy resources
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Revenue Requirement under Cumulative Scenario (Row 62) : A + B - C where

A = Net Base Revenue Requirement of year in question (Row 54)

B = Payments Under PPA of year in question (Row 41)

C = Utility Avoided Costs of year in question (Row 60)

Ex : 2012: A=2,265 B=57 C=32 so 2,265+57-32= 2,291 (rounded)

Compare:

Revenue Requirement under Incremental Scenario (Row 64) for 2012 :

A + (2012 B - 2011 B) - (2012C - 2011 C) = 2,265 + (57-56) - (32-30)

= 2,265 + 1 - 2 = 2,265 (rounded)
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