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SUGGESTIONS IN SUPPORT OF UNANIMOUS STIPULATION AND AGREEMENT

COMES NOW the Staff (“Staff”) of the Missouri Public Service Commission (“Commission”) and for its Suggestions In Support Of Unanimous Stipulation And Agreement, 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.
Following a period of intensive negotiations, on January 18, 2005, Empire, the Staff and the Office of the Public Counsel (“Public Counsel”) filed their Unanimous Stipulation And Agreement (“Agreement”), which resolves all issues in this proceeding.  The Agreement states that the Staff will file suggestions or a memorandum in support of the Agreement.  On February 3, 2005, the Commission issued an Order directing the Staff to file its suggestions or memorandum concerning the Agreement no later than February 17, 2005. 

3.
Attached to the Agreement is a document detailing an SO2 Allowance Management Policy (“SAMP”), which would govern Empire’s SO2 allowance transactions.  In the opinion of the Staff, the SAMP represents a major step forward regarding both the management by a Missouri electric utility of its SO2 allowance inventory and the appropriate regulatory oversight by the Commission.

4.
The very fact that the SAMP has been developed is a major plus, because it means that Empire must formally plan its activity with respect to SO2 allowances.  Empire is required to submit, in advance, projections of such SO2 activity on an annual basis.  Annual SO2 projections will include a range of tradable allowances that the Company anticipates for the upcoming year, as well as proposed SO2 transactions that the Company intends to make.  Also included will be a supporting analysis of the cost to “produce” additional allowances via the installation of air quality control equipment that will reduce emissions.  Provision is also made for possible updates of an annual SO2 projection during the course of a calendar year.    

5.
Both the Staff and Public Counsel will have advance notice of Empire’s planned SO2 allowance activities   The SAMP provides that Empire will share its SO2 projection with the Staff and Public Counsel by January 31 of each calendar year.
  The Staff and Public Counsel may then provide input into the process of developing the projection.  The Staff and Public Counsel will also be permitted to review any updates that may be proposed.  If the parties cannot agree on the proper SO2 projections for Empire, the SAMP provides that the dispute will be brought to the Commission’s attention in an expeditious manner.   

6.
Another feature of the SAMP is its provision for the reporting of detailed information related to SO2 allowance activity for the preceding year. Included will be the preceding year’s transactions, the quantity of allowances issued to Empire, and detailed information on Empire’s trading activity.  A key aspect of this historical reporting is Empire’s use of an electronic spreadsheet, available to the Staff and Public Counsel upon request, in order to track individual allowances by serial number.  (See Exhibit C, attached to the SAMP.)  

7.
Paragraph 3 of the Agreement makes clear that that the Commission retains its authority to determine, in a future rate proceeding, the ratemaking treatment to be afforded Empire’s SO2 allowance transactions, as well as the prudence of those transactions.

8.
Under the SO2 Allowance Management Program agreed to in this proceeding, the Company will be subject to a procedure that should contribute to reasonable SO2 allowance management.  The SAMP is not only quite specific and detailed, it is also proactive in nature.  The participation of the Staff and Public Counsel at an early stage of the annual process, as well as in any proposed updates, will enable interested parties to detect potential issues at an earlier date and provide an opportunity to resolve them.  Any issues that cannot be resolved among the parties will then be brought before the Commission in a timely fashion.  

WHEREFORE, for the reasons stated, the Staff recommends that the Commission approve the Unanimous Stipulation And Agreement, as filed in this proceeding on January 18, 2005. 
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� For the year 2005 only, the deadline is the end of the first quarter.
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