BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of the Application of )
The Empire District Electric Company )
for Authorization to Manage Sulfur )
Dioxide Emission Allowance Inventory. )

Case No. EO-2005-0020

Unanimous Stipulation and Agreement

COME NOW The Empire District Electric Company (“Empire” or “Company”), the
Staff of the Missouri Public Service Commission (“Staff”), and the Office of the Public Counsel
(“Public Counsel”) (collectively, the “Parties”), and agree as follows regarding Empire’s sulfur
dioxide (*SO,”) emissions allowances and nitrogen oxides (“NOx~) emissions allowances (this
“Agreement”) as follows:

Background

1. On July 14, 2004, Empire filed an application seeking authority to manage its SO,
emissions allowances inventory. In that application, Empire noted the prior finding of the
Commission that SO, emissions allowances are part of an electric utility’s “system,” as that term
is used in RSMo. §393.190.1, and that the sale or other disposition of SO, emissions allowances
without the Commission’s prior approval is void. In that application, Empire requested the
flexibility to manage its SO, emissions allowances inventory by utilizing various trading
techniques such as buying and selling allowances, utilizing put and call options, swapping
allowances, and loaning allowances.

2. On January 18, 2005, Empire, Staff, and Public Counsel filed a unanimous
stipulation and agreement, setting forth the Parties’ agreement that Empire should be allowed to
manage its SO, emissions allowance inventory according to the SO, Allowance Management

Policy (“SAMP”) attached to and incorporated in that stipulation and agreement. By its order



issued March 1, 2005, that became effective March 11, 2005, the Commission approved that
unanimous stipulation and agreement. Paragraph 3 of that unanimous stipulation and agreement
provides:

In accordance with the terms of its SAMP, Schedule 1 hereto, Empire will submit

annual reports to the Staff and Public Counsel. Also, the accounting for the

transactions related to the SAMP will be handled as specified in Schedule 1. The

parties further agree that the ratemaking treatment to be afforded any such

transactions as well as the prudence of same shall be deferred to a future rate

proceeding that establishes rates or establishes ratemaking principles to be used

the next time rates are established.
With the Commission’s approval of that unanimous stipulation and agreement, Empire
implemented the SAMP, and Empire has continued to manage its SO, emissions allowance
inventory according to that SAMP since then.

Modification

3. Due to Empire’s subsequent implementation of a fuel adjustment clause (“FAC”)
in Missouri pursuant to §386.266, RSMo., that includes costs and revenues of Empire’s
management of its SO, emissions allowances inventory, and prudence reviews conducted by
Staff as part of the FAC process, the Parties agree that the purposes of the reporting procedures
in the SAMP incorporated into the 2005 unanimous stipulation and agreement are satisfied.
Therefore, the Parties agree that Empire should not be required to follow the reporting
procedures provided for in the SAMP, so long as Empire continues to have a FAC that includes

the costs and revenues associated with the management of its SO, emissions allowances

inventory.!

! An emissions allowances annual report would have been due from Empire pursuant to
the 2005 stipulation and agreement on February 1, 2013, but Empire did not possess the required
information at that time, and Staff and Public Counsel agreed to extend the due date for the
annual report to March 1, 2013. Staff and Public Counsel agreed to a further extension while
this Agreement was being negotiated, and Empire did not submit an annual report to Staff and



4, Second, the Parties agree that the authority previously granted to Empire to
manage its SO, emissions allowances should be extended to NOx emissions allowances and that
the Commission should grant Empire the authority, to the extent required by RSMo. §393.190,
and the flexibility to manage its NOx emissions allowances inventory by utilizing various
disposal and trading techniques. The Parties further agree that the reporting requirements
imposed on Empire with regard to SO, allowances, as set forth in the 2005 agreement and as
modified above, shall also apply to NO allowances.

5. It is the Parties’ intent for this Agreement to modify, but not replace, the
unanimous stipulation and agreement they entered into in 2005. The Parties agree that any future
emissions allowance that is not fungible, i.e., cannot be traded for a current emissions allowance,
is not within the scope of this Agreement.

6. This Agreement is being entered into for the purpose of disposing of the issues that
are specifically addressed herein. In presenting this Agreement, none of the Parties shall be deemed
to have approved, accepted, agreed, consented or acquiesced to any ratemaking principle or
procedural principle, including, without limitation, any method of cost or revenue determination or
cost allocation or revenue related methodology, and none of the Parties shall be prejudiced or bound
in any manner by the terms of this Agreement (whether it is approved or not) in this or any other
proceeding, other than a proceeding limited to enforce the terms of this Agreement, except as
otherwise expressly specified herein. .

7. This Agreement is the result of negotiations among the Parties, and the terms

herein are interdependent. If the Commission does not approve this Agreement unconditionally

Public Counsel by March 1, 2013. In the event this Agreement is not approved by the
Commission, Staff and Public Counsel would support a request by Empire that its annual report
be due 30 days following the effective date of any Commission order rejecting this Agreement.



and without modification, then it shall be void, and no Party shall be bound by any of the
agreements or provisions herein.

8. This Agreement embodies the entirety of the agreements between the Parties on the
issues addressed herein, and may be modified by the Parties only by a written amendment executed
by all of the Parties.

WHEREFORE, the Parties respectfully request an order of this Commission approving
this Unanimous Stipulation and Agreement and granting Empire, subject to the reporting
conditions and obligations specified herein, the authority to manage its SO, and NOx emissions
allowances inventories.

Respectfully submitted,
Attorneys for The Empire District Electric Company:

Brydon, Swearengen & England P.C.

By:
/s/ Diana C. Carter
Diana C. Carter #50527
312 East Capitol Avenue
P.O. Box 456
Jefferson City, MO 65102
Telephone: (573) 635-7166
Facsimile: (573) 634-7431
E-Mail: DCarter@BrydonLaw.com

Attorneys for the Staff of the
Missouri Public Service Commission:

/s/ Nathan Williams
Nathan Williams #35512
P. O. Box 360
Jefferson City, MO 65102
Telephone: (573) 751-8702
Facsimile: (573) 751-9285
E-Mail: Nathan.Williams@psc.mo.gov




Office of the Public Counsel:

/s/ Lewis R. Mills Jr.

Lewis R. Mills, Jr. #35275
Public Counsel

P.O. Box 2230

Jefferson City, MO 65102
Telephone: (573) 751-1304
Facsimile: (573) 751-5562
E-Mail: Lewis.Mills@ded.mo.gov



