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STAFF'S STATUS REPORT

COMES NOW the Staff (“Staff”) of the Missouri Public Service Commission (“Commission”) and respectfully states as follows:

1.
On July 14, 2004, the Empire District Electric Company (“Empire” or “Company”) filed with the Commission an Application seeking an Order authorizing Empire’s plan for the management, sale, exchange, transfer or other disposition of the Company’s sulfur dioxide (“SO2”) emission allowances.

2.
On July 23, 2004, the Commission issued an Order directing the Staff to file, by August 4, 2004, a pleading indicating when it would file its Recommendation concerning the Application.  Because of issues that have developed regarding SO2 emission allowances, the Staff was of the opinion that, prior to filing said pleading, it would be beneficial to hold a meeting among the parties regarding Empire’s Application.  Accordingly, on August 4, 2004, the Staff filed a Motion For Additional Time, until August 13, 2004, to make its filing.    

3.
A meeting among the parties
 was held on August 11, 2004.  During the discussion, the Staff suggested that Empire should develop an evaluation and approval process that the Company will use to authorize the sale of SO2 emission allowances either for other allowances or for other allowances and cash.  The objective of this process is to ensure that Empire only sells its SO2 emission allowances when it expects that such a transaction will not be detrimental to the public.  The Staff expects the documentation of this process to result in a relatively detailed Company protocol governing its ongoing decisions with respect to SO2 emission allowance transactions.  The other parties indicated that they would be willing to review Empire’s proposed process and to provide their comments in the event Empire believes such an exchange would be beneficial.  The Staff further suggested that Empire might also wish to consider, as an alternative, the possibility of securing approval of an SO2 emission allowance management program on an interim basis at a nominal level of sales, which would allow for the new protocol to be piloted and actual experience analyzed before a more permanent level of sales is established.

4.
Empire expressed interest in both of the Staff’s suggestions.  The Company indicated that initially it would work to develop the aforementioned detailed protocol and then seek to gain the acceptance of the other parties.  If that effort proves unsuccessful, Empire might well be agreeable to an interim proposal for what could be considered a pilot program, which would facilitate the eventual specification of a detailed SO2 emission allowance management system.             

5.
In light of these developments, the Staff suggests that it is premature at this time to definitively specify a filing date for its Recommendation.  Instead, the Staff proposes that Empire be permitted to develop a proposed system for ongoing management of its SO2 emission allowances, which system will be reviewed by the other parties.  No later than ten days after the Company’s submittal of its proposed SO2 emission allowance program to the Staff, a status report will be filed by the Staff indicating when it intends to file its Recommendation, or possibly addressing the prospects for a Stipulation And Agreement.

6.  
Counsel for Empire states that the Company supports the approach set forth herein.  The Office of the Public Counsel, currently the only other party to this proceeding, is considering this approach and may respond to this Status Report. 

WHEREFORE, the Staff respectfully submits its Status Report concerning the timing of the filing of its Recommendation in this proceeding.
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� Representatives of the Department of Natural Resources also attended the meeting, and no party objected to their presence or participation.
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