
BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

 
In The Matter Of A Working Case  ) 
Consider Mechanisms to Encourage )   File No. EW-2016-0041 
Infrastructure Efficiency   )   

 
 

STAFF INVESTIGATION AND REPORT 
 

COMES NOW the Staff of the Missouri Public Service Commission (“Staff”), by 

and through the undersigned counsel, files this Staff Investigation and Report (“Report”) 

with the Missouri Public Service Commission (“Commission”), and respectfully states: 

1. On August 26, 2015 the Commission issued its Order Directing Staff to 

Investigate and Opening a Repository File instructing Staff to investigate and create a 

report exploring whether existing electric utility infrastructure is detrimentally 

underutilized, whether that underutilization can be identified geographically and 

quantified, whether there are rate design mechanisms or other tariff provisions that may 

incentivize more efficient use of existing infrastructure to the benefit of both customers 

and companies, and whether there are public policy considerations the Commission 

should consider in weighing the value of any such mechanisms or provisions.  

2. Staff’s investigation consisted of a survey of regulated electric utilities, 

data requests, and a workshop held on November 13, 2015. 

3. Staff submits the appended report for the consideration of the 

Commission. Staff appreciates the cooperation of the regulated electric utilities and 

interested stakeholders that contributed to this process to address the concerns and 

issues identified by the Commission. 
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 WHEREFORE, Staff submits this report for the Commission’s review and 

consideration.  

       Respectfully submitted, 

/s/ William Hampton Williams II 
Hampton Williams 
Assistant Staff Counsel 
Missouri Bar No. 65633 
Attorney for the Staff of the 
Missouri Public Service Commission 
P. O. Box 360 
Jefferson City, MO 65102 
(573) 751-8517 
(573) 751-9285 
hampton.williams@psc.mo.gov 

 

 
CERTIFICATE OF SERVICE 

I hereby certify that copies of the foregoing have been mailed, electronically 
mailed, sent by facsimile or hand-delivered to all counsel of record this  
11th day of December, 2015. 
 

      /s/ William Hampton Williams II 

mailto:hampton.williams@psc.mo.gov
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Staff’s Investigation into a Working Case to Consider Mechanisms 
to Encourage Infrastructure Efficiency 

Executive Summary 

On August 24, 2015, the Commission issued its NOTICE OPENING FILE (“Order”), opening 
File No. EW-2016-0041, captioned In the Matter of a Working Case to Consider Mechanisms to 
Encourage Infrastructure Efficiency. Staff gathered information from the electric utilities 
through data requests and various filings, as well as review of current and former tariffs, and the 
content of other dockets.  Also, on November 13, 2015, parties participated in a workshop to 
discuss questions raised in the Order.  Finally, utilities and other parties have provided written 
comment in response to issues discussed at the workshop.  Staff received a tremendous amount 
of information regarding infrastructure efficiency and concerning different aspects of 
infrastructure installation and utilization. Staff would like to thank all stakeholders for their 
comments, presentations, and submissions.   

An extension policy that holds the monthly bills of existing ratepayers harmless to increased 
rates resulting from the addition of a new customer is the most desirable policy from a purely 
cost basis.  However, as with all rate design matters, other factors such as bill impacts, 
simplicity, rate stability, fairness among different consumers, customer understandability, 
meeting incremental costs, and public policy considerations should also be evaluated.  Two 
important public policy considerations when evaluating extension policies are the ability of 
residential customers of all income levels to have affordable access to electrical services, and 
economic development considerations promoting the development of business and industry in 
the State of Missouri. 

The commenting parties largely represent that the existing extension policies reasonably balance 
these interests.  Staff recommends that to the extent the Commission is interested in a model 
extension policy that more aligns with cost-causation without restricting new growth, that 
consideration of a design similar to the current tariff of KCP&L Greater Missouri Operations 
Company (GMO) be considered in that it more fully considers the incremental costs a customer 
causes to a system in determining how much, if any, customer advance is required before the 
utility invests in additional distribution facilities.  By considering these costs, a customer causing 
new utility investment is more likely to bear some offset to that investment than under other 
approaches that do not consider incremental costs. 
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I. Introduction 
In its Order, the Commission directed Staff to investigate and report on its findings, in 
cooperation with Missouri’s regulated electric utilities.1  In Ameren Missouri’s recent rate case, 
ER-2014-0258, the Commission issued an order soliciting input on whether rate design 
mechanisms should be established to promote stability or growth of customer levels in 
geographic locations where there is underutilization of existing infrastructure.  In that case, Staff 
supported the formation of a collaborative process with all interested stakeholders.  In opening 
this working docket, the Commission directed Staff to investigate: 

1. Whether existing electric utility infrastructure is detrimentally underutilized, 
2. Whether that underutilization can be identified geographically and quantified, 
3. Whether there are rate design mechanisms or other tariff provisions that may incentivize 

more efficient use of existing infrastructure to the benefit of both customers and 
companies, 

4. Whether there are public policy considerations the Commission should consider in 
weighing the value of any such mechanisms or provisions. 

On November 13, 2015, Staff hosted a workshop on infrastructure efficiency.  Various 
stakeholders attended, provided presentations, and participated in discussion.  After the 
workshop, Staff requested interested stakeholders to respond by November 30, 2015, to 
comments made at the workshop.  Specifically, participating investor owned electric utilities 
were asked to provide as soon as practicable, proposals for identifying underutilized 
infrastructure and discussion points identified by Chairman Hall regarding (1) bifurcated line 
extension tariffs between service provided in areas with preexisting excess capacity and areas 
requiring additional infrastructure development, and (2) providing incentives, without utility 
discretion and based on customer eligibility criteria, comparable to those in existing Urban Core 
Development and Economic Redevelopment Riders to new customers entering applicable 
designated area.  Additional comments were received in response to this request.  

Staff received a tremendous amount of information regarding infrastructure efficiency and 
concerning different aspects of infrastructure installation and utilization.  Staff would like to 
thank all stakeholders for their comments, presentations, and submissions. 

One of the monopoly aspects of the electrical industry is that utilities have an obligation to serve 
within certificated areas.  The utility must provide service for all customers within its certificated 
area.  This responsibility includes connecting customers to the secondary (low) voltage 
distribution system which typically operates at 4 – 12 kV, and providing sufficient resources to 
meet customers’ needs through construction of new generation and/or procurement of energy, as 
well as construction and maintenance of substations at various voltages, the primary distribution 
                                                 
1 The Order establishing this case noted that the Commission does not intend that any such mechanisms or 
provisions be implemented in any rate cases pending during the duration of this docket.   
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system, system transmission lines, and regional transmission lines.2  Under the obligation to 
serve criteria, the electric utility accepts this responsibility.  In Missouri, regulators operate from 
a position that prices should be based upon costs, thus a class cost-of-service study and the 
functionalization of costs is a key factor to ensure a reasonable level of equity between all classes 
of customers.3  In Missouri, a standard three step ratemaking approach is applied by regulators.  
This consists of revenue requirement,4 cost allocation,5 and rate design.6,7  

The power delivery system, which consists of the transmission and distribution cost functions, 
provides the means to transport electricity economically from generation plants to customers.  In 
Missouri, distribution systems have been planned, built, and operated to meet the needs of a 
vertically integrated utility structure wherein the utility is responsible for all aspects of energy 
generation and delivery.  The attributes of distribution feeders vary from one location to another 
location due to such factors as the mix of end use load devices, the growth rates of new 
customers, per capita energy usage, and the local geographical conditions.  All these factors 
create unique and distinct characteristics throughout the distribution system.  While most 
customers are connected to the distribution system at secondary voltage levels, some customers 
receive service directly at a primary distribution level.  The capacities of lines and equipment 
must be sized to accommodate both the load and electrical losses. 8   

Customer characteristics are not static and change over time.  Customers may leave the system 
and vacate buildings, while existing customers may increase usage (kWh) and demand (kW) 
significantly from the usage considered normal at the time the customer was initially connected 
to the system, in many cases more than 30-75 years ago.  Additionally, modifications from the 
original use of a structure through adaptive reuse may change the usage characteristics and 
required secondary distribution connections significantly.  Similarly, the distribution system at 
all levels is not static.  Transformers and switches wear out.  Cable deteriorates and is replaced or 
undergrounded.  System loading is dynamic.  Missouri’s regulated utilities are tasked to exercise 
prudence in their decisions to replace, upgrade, retire, or remove distribution system equipment 
for use elsewhere. 

Planned redundancy is important to distribution system reliability and to facilitate prompt 
restoration in the event of outage.  One fundamental reason for having distribution 

                                                 
2 These terms are generally understood within a particular utility, but are not consistently used across all utilities.  
Some terms may have different meanings among utilities or regions, and not all terms are used by all utilities. 
3 The major functional cost categories Staff uses in Class Cost-of-Service studies are Production, Transmission, 
Distribution, and Customer.  
4 Includes recovery of capital investments (depreciated); rate of return on investments; and recovery of operating 
costs.  
5 Includes how much revenues to collect from various customer and services. 
6 Includes how to collect revenues from various customer groups and services. 
7 See “The Basics of the U.S. Natural Gas Industry, Its Regulation and Current Affairs,” Ken Costello, NRRI 
Training Seminar on Energy & Utility Regulatory Matters, page 41. 
8 See “Electricity Pricing, Engineering Principles and Methodologies,” Lawrence J. Vogt, P.E., CRC Press, Boca 
Raton, Fl., 2009, pages 190 – 191. 
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interconnections is for emergency backup conditions.  Without distribution interconnections, 
utilities would not have the capability to quickly stabilize problems or to address major customer 
outages through switching.  The interconnected distribution grid is complex, and several parallel 
paths may exist between the secondary substation and the load, between the primary substation 
and the secondary substation, and from secondary substation through the transmission and 
subtransmission systems to various generation facilities.  Redundancy in the distribution system 
means the duplication of certain components and the applications of more bus schemes to reduce 
the chances of load interruptions.  Identification of underutilized infrastructure is complicated by 
three factors 1) the desirability of planned redundancy, 2) the changing needs of customers over 
places and time, and 3) the utilities’ continuing obligation to prudently maintain the distribution, 
transmission, and generation facilities that serve Missouri’s electrical customers.   

Staff understands the primary concern of this docket to be the secondary voltage distribution 
lines, poles and conduits, secondary voltage substations, customer service drops, and associated 
transformers.  However, the availability of capacity on the other distribution system components 
(primary voltage distribution system, primary voltage substations, and subtransmission lines and 
substations) and system transmission components are also factors in identifying the availability 
for local distribution system components to be loaded more heavily.  For purposes of this docket, 
Staff will not consider the regional transmission system or the utilities’ or regional generation 
facilities to be factors.  Staff takes this opportunity to offer its analysis and investigation to date, 
including recommendations on how to proceed with further investigation if needed. 9 

II. Brief Description of Existing Extension Policies 

Ameren Missouri’s residential extension policy provides meter, service drop, transformation 
capacity and up to 1000 feet of additional distribution facilities, with no more than 500 feet on 
private property, at no cost to the customer.  Residential subdivisions and individual residential 
customers are provided with set distances of line extensions at no charge and they either make 
up-front refundable or non-refundable contributions for distances in excess of those allowances.  
Most residential service extensions are within the set limits and are made at no cost to the 
customer. 

Ameren Missouri extends its lines to commercial and industrial customers under the terms of its 
Rules and Regulations Line Extension Rules, whereby extensions with estimated total extension 
costs (the incremental energy cost of the new customer’s usage is not considered) less than the 
estimated annual gross revenues including MEEIA and FAC riders to be derived from the 
customer are provided at no cost to the customer.  For jobs with significant cost, Ameren 
Missouri ensures that the revenue test is enforced through a Line Extension Agreement which 
sets up a minimum billing amount for the first 12 months of operation after a 3-month lag.  

                                                 
9 See “Electricity Pricing, Engineering Principles and Methodologies,” Lawrence J. Vogt, P.E., CRC Press, Boca 
Raton, Fl., 2009, at page 168. 
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Where the customers’ gross revenues exceed the monthly minimum billing amount established 
by the Line Extension Agreement, the customer makes no contribution toward the cost of the line 
extension.  All contributions by customers toward the cost of their line extension are considered 
refundable until the end of the 12-month line extension guarantee period.  The contributions 
under those line extension agreements reflect either: 1) the customer is required to pay the entire 
amount up-front and the prepaid amount applied to cover bills for the first 12 months; or 2) the 
customer’s actual bill in any month is less than the minimum specified in the Line Extension 
Agreement and he/she is required to make a deficiency payment to meet the minimum amount, 
which is potentially refundable in future months.  A few very small extensions may be handled 
with an upfront customer contribution of the deficiency amount at the customer’s option.10  

The Empire District Electric Company (Empire) has a residential extension policy where the 
utility installs up to 1,000 feet overhead (OH) extension footage, 300 feet of that which could be 
off of a county road at no cost.  This includes service line and transformers.  Excess footage is 
charged per cost estimate with a potential to developer/customer for refund for up to five years.  
Residential underground costs are underground cost minus overhead costs for the extension 
footage allowed at no cost, then full price following that average cost.  The current average 
underground cost is $23 per foot. 

Empire has a subdivision extension policy where the developer/customer pays the entire cost of 
installing electrical facilities underground into the subdivision including transformers and 
services.  A refund is issued for each permanent residential meter installed per lot for up to five 
years. 

Empire has a commercial and industrial extension policy where a three-year gross revenue test is 
applied toward the cost estimate of the electrical extension whether overhead or underground.  If 
the extension costs are in excess of the three-year revenue test then the customer pays the 
difference. 

The Kansas City Power and Light Company (KCP&L) and Kansas City Power and Light Greater 
Missouri Operations (GMO) include specific provisions covering line extensions.  KCP&L and 
GMO tariffs show that KCP&L/GMO provides a standard minimum extension of facilities at no 
cost to residential customers.  For KCP&L, residential customers pay all costs beyond the 
standard minimum extension.  For GMO, consideration of the residential customer’s load 
requirements and estimated revenue are used in determining the cost to be paid for extensions 
beyond the basic extension.  

KCP&L/GMO tariffs for commercial and industrial customers provide consideration of the 
customer’s load requirements and estimated revenue in determining the cost to be paid for all 
non-residential customers.  GMO has specific language in its Large Power tariffs allowing the 
repurposed use of a premise when the change provides economic benefit to the immediate area.  
                                                 
10 Ameren Missouri response to Staff Data Request 0008. 



6 
 

For KCP&L non-residential net revenue calculations, the costs include all construction costs 
related to the extension (materials, labor, and incidental costs) and the revenues include a 
percentage of the estimated annual revenue for the proposed customer.  For all GMO net revenue 
calculations, the cost includes all construction costs related to the extension (materials, labor, and 
incidental costs).  The GMO construction allowance is calculated based on a five-year estimate 
of the margin (revenue less infrastructure support cost and incremental fuel supply costs) divided 
by the fixed carrying costs (cost of capital plus depreciation, taxes, and insurance). 

GMO’s tariff provides a more detailed examination of cost causation than other utilities’ tariffs.  
Specifically, customers seeking service in excess of the standard minimum extension request are 
responsible for costs in excess of the “construction allowance.”  GMO’s tariff provides that 
generally, the formula used to determine the construction allowance is the customer-provided 
“Estimated Margin” divided by the “Fixed Carrying Costs,” with both elements based on the first 
five- (5-) year life of the Distribution Extension.  This calculation is given by the formula 

SUM (EM1 + EM2 + EM3 + EM4 + EM5) 
CA =  -------------------------------------------------------- 

SUM (FCC1 + FCC2 + FCC3 + FCC4 + FCC5) 
Where, CA = Construction Allowance; 
EM = Estimated Margin; 
FCC = Fixed Carrying Cost; 

Estimated Margin: The Estimated Margin will be determined by first multiplying 
the effective rates for each customer class by the estimated incremental usage – 
and then subtracting 1) applicable margin allocation for network and 
infrastructure support costs; and 2) incremental power and energy supply costs. 
Fixed Carrying Cost: Company’s cost of capital to provide the requisite return on 
its investment as well as the costs for depreciation, property taxes and property 
insurance. 
 

The applicable GMO tariff sheets are provided as Appendix A. 
 

III. Whether Existing Electric Utility Infrastructure is 
Detrimentally Underutilized 
A significant amount of new distribution system/resources are needed in a growing area while 
some of the existing infrastructure in a depressed area essentially may become underutilized.  
The cost to downsize distribution capacity is mostly prohibitive.  Although a substation power 
transformer may be relocated because of less than anticipated load, large feeder conductors could 
not be economically replaced with smaller conductors/lines.  Since growth will not be uniform 
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around a utility’s service territory, one substation may realize a high rate of growth while another 
substation area may become stagnant or even experience a decreasing load. 11 

Ameren Missouri distribution costs are approximately 15% of the overall cost of providing 
service to customers.  Certain areas of Ameren Missouri’s system do have greater, non-
committed circuit capacity than others at any given point in time.  The utilization and 
construction of the distribution system is dynamic as expected and unexpected load changes, 
circuit switches, outages, etc., can cause real time changes to the capacity available on any given 
feeder.12  Ameren Missouri notes that despite the technical challenges facing new load moving 
into older urban areas, existing line extension policies incentivize customers to interconnect with 
the distribution system in close proximity to existing circuits (irrespective of the capacity of 
those systems).  In this sense, the policies promote the utilization of existing easements and 
facilities over the geographic expansion of the system.13  

Ameren Missouri recognizes that there are certain areas that are more challenging to manage 
changes in load, including accommodating new growth.  The City of St. Louis has many older 
neighborhoods where 4 kV line capacity is prevalent.14  

Ameren Missouri defined two special circumstances.  In Berkeley, Missouri (by Lambert 
Airport), Ameren Missouri (1) currently has adequate substation capacity to serve additional 
light industrial and commercial load locating in the “North Park” industrial park due to declining 
economic conditions beginning in 2008, and (2) in many areas, loss of shopping malls, strip 
malls and “big box” retail stores has occurred.  While there are adaptive, re-use opportunities for 
these structures, little opportunity appears to exist to influence these demographic terms with line 
extension policies.15 

For KCP&L/GMO, existing line extension tariffs and processes incorporate features that 
recognize, by design, the benefit of utilizing existing infrastructure.  The current line extension 
processes require the customer to pay for all extension costs beyond a standard minimum 
extension and those not covered by some portion of revenues expected to be received from the 
extension.  With this design, customers utilizing higher amounts of existing infrastructure will be 
charged a lower amount for their extension than customers requiring more new infrastructure.16  

                                                 
11 See “Electricity Pricing, Engineering Principles and Methodologies,” Lawrence J. Vogt, P.E., CRC Press, Boca 
Raton, Fl., 2009, at page 168. 
12 Ameren Missouri Response To Request For Party Submissions, EFIS filing # 26, page 3 and 4. 
13 Ameren Missouri Response To Request For Party Submissions, EFIS filing #26, page 4 and 5. 
14 Today, most new areas are served by 12kV distribution areas. 
15 Ameren Missouri Response To Request For Party Submissions, EFIS #26, page 5 and 6.  
16 Response of Kansas City Power & Light Company and KCP&L Greater Missouri Operations Company to Staff 
Questions, EFIS filing #24, page 2. 
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KCP&L/GMO have provided a list of transformers/circuits in the KCP&L/GMO Missouri 
service area where there is at least 50% of rated capacity available under normal AND 
contingency scenarios.17 

IV. Whether that Underutilization can be Identified Geographically 
and Quantified 

When determining whether facilities are underutilized, a distinction in pricing may also be raised 
due to spatial variations of a utility system territory.  For example, one substation located in an 
area where new structures are being built or where formerly unused structures are being 
redeveloped may experience an accelerated level of growth compared to an adjacent area that has 
been built out and consistently utilized.  In such an example, a high growth rate around the 
substation may require significant distribution system upgrades to increase the capacity of 
substation and feeder equipment in addition to completely new facilities such as the wires, poles, 
and conduit that are physically run to the new structures.  Meanwhile, for the substation in a 
built-out area, customers continue to be served by fully operational distribution system facilities 
from existing facilities of an earlier vintage.  A study of the two areas may reveal a higher cost to 
serve customers located in the fast growing area since the cost of distribution equipment has 
consistently gone up over the years.  These distinctions in cost of service may provide a rationale 
for pricing which is differentiated by location.  These pricing distinctions could be observed in 
either charges for extension of service, or for a reasonably applicable portion of monthly bills.  
However, since all electro-mechanical equipment needs to be replaced at some point in its life 
cycle, the cost to serve a given area can and does vary over time, even in areas where the system 
is consistently utilized.18 

V. Whether there are rate design mechanisms or other tariff 
provisions that may incentivize more efficient use of existing 
infrastructure to the benefit of both customers and companies. 
Relationship of Rate Structure Components to the Cost of Infrastructure 

In general, under current extension policies, the test applied by most utilities compare the cost of 
a customer’s requested extension from the existing secondary distribution system (including 
engineering and other indirect labor costs that will be capitalized) to the gross revenues that 
customer is expected to generate over some time period.19  To the extent the projected gross 
revenues (including applicable MEEIA, FAC, and RESRAM rider revenues) do not exceed the 

                                                 
17 Response of Kansas City Power & Light Company and KCP&L Greater Missouri Operations Company to Staff 
Questions, EFIS filing #29, pages 2 - 3. 
18 See “Electricity Pricing, Engineering Principles and Methodologies,” Lawrence J. Vogt, P.E., CRC Press, Boca 
Raton, Fl., 2009, at page 168. 
19 Exceptions to this general policy are the offer of a standard installation at no cost by some utilities to residential 
customers. 
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cost of the materials and capitalized labor to be installed, the customer will be required to 
provide a form of up-front payment or guarantee as described in that utility’s tariff.20 

When a utility installs plant, it books those values to the appropriate rate base accounts.  When a 
line extension request results in the installation of new plant (including capitalized labor) that has 
been paid for in whole or in part by a customer, the utility maintains a “Customer Advances” 
account that is equal to the value of the customer contribution.  This account will be an off-set to 
reduce rate base in future rate cases.  If and when customers who have provided guarantees 
receive refunds, or otherwise receive refunding of customer-advanced funds, the utility will 
remove those values from the “Customer Advances” account. 

While the impact of a single line extension would not likely be perceptible in a rate case, it is 
helpful to consider the costs that the addition of a customer imposes on a system.  Assuming all 
else is equal, the addition of a customer who does not require any additional facilities will 
increase Generation (Production-Energy) and Customer-Related costs, and decrease the margin 
from off-system energy sales that is an off-set to a utility’s revenue requirement.  These changes 
in costs would be expected to relate to changes in operating expense levels, and would not be 
expected to result in changes to capital-related expenses such as depreciation expense or return 
on investment.  Unless a customer is very large, it is rare that a customer would cause any other 
costs to increase, either through the requirement of additional investment, or the incurrence of 
additional expense.   

If a customer requires either a line extension or the upgrade of the local secondary system, in 
addition to the same Generation (Production-Energy) and Customer-Related costs and decrease 
of off-system sales margin in the prior example, the customer would require additional 
Distribution investment and capital-related expenses, and additional Customer-Related 
investment and expenses.  While the impact of a single line extension would not likely be 
perceptible in a rate case, for illustration a series of hypothetical examples is provided on the 
following page.  These simplified examples assume only one class of customers, and that all 
costs are recovered from a flat $/kWh charge.  These examples assume that the customer added 
causes system-average investment and expenses in Distribution and Customer-Related functional 
accounts, and has system-average usage characteristics.   

                                                 
20 As discussed above, GMO’s tariff calls for consideration of the relationship between “Estimated Margins,” “Fixed 
Carrying Costs” where Estimated Margins are determined by first multiplying the effective rates for each customer 
class by the estimated incremental usage – and then subtracting 1) applicable margin allocation for network and 
infrastructure support costs; and 2) incremental power and energy supply costs.  And Fixed Carrying Costs are 
determined as the Company’s cost of capital to provide the requisite return on its investment as well as the costs for 
depreciation, property taxes and property insurance. 
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These examples generally illustrate that,  

(1) Adding a customer increases sales of kWh, and increasing sales of kWh spreads the costs 
that are held constant over more kWh, reducing rates per kWh.21  Over time, this reduces 
the monthly bills of other customers. 

(2) Adding a customer may require that there be increased utility investments.  For those 
costs that are increased, it is necessary to evaluate the extent to which the additional sales 
of kWh offset the increase to required investments and associated capital-related 
expenses.  (These investments may be offset in whole or in part through Customer 
Advances).  Over time, to the extent the incremental revenues from the new customer 
exceed the incremental costs of a new customer, the addition of the customer reduces the 
monthly bills of other customers.  To the extent the incremental revenues from the new 
customer are less than the incremental costs of a new customer, the addition of the 
customer increases the monthly bills of other customers.   

(3) Adding a customer increases sales of kWh which both increases utility-level energy 
expenses and decreases off-system sales revenues that serve as an offset to the cost of 
service.  (This change is passed on to other customers through the operation of the FAC 
with or without an intervening rate case). 

In short, an extension policy that holds the monthly bills of existing ratepayers harmless to 
increased rates resulting from the addition of a new customer is the most desirable policy from a 
purely cost basis.  However, as with all rate design matters, other factors such as bill impacts, 
simplicity, rate stability, fairness among different consumers, customer understandability, 
meeting incremental costs, and public policy considerations should also be evaluated.  Two 
important public policy considerations when evaluating extension policies are the ability of 
residential customers of all income levels to have affordable access to electrical services, and 
economic development considerations promoting the development of business and industry in 
the State of Missouri. 

Infrastructure-Related Cost of Service 

Staff understands the primary concern of this docket to be the secondary voltage distribution 
lines, poles, and conduits, secondary voltage substations, customer service drops, and associated 
transformers.  However, the availability of capacity on the other distribution system components 
(primary voltage distribution system, primary voltage substations, and subtransmission lines and 
substations) and system transmission components are also factors in identifying the availability 
for local distribution system components to be loaded more heavily without concerns for safety 
or degradation of service. 

                                                 
21 As discussed above, this simplified example uses only a $/kWh charge.  The same principles are true of demand-
based, customer-based, and other applicable charges.  Riders such as the FAC and MEEIA riders typically contain 
provisions for projected and actual sales levels, such that changes in sales levels for any reason including additional 
customers self-balance when the rider rates are next adjusted. 
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As provided in Staff's Reconciled Final Accounting Schedules and Final Reconciled Net Base 
Energy Charge Calculation filed April 30, 2015 in Docket No. ER-2014-0258, Ameren 
Missouri’s most recently completed general rate case, the jurisdictional rate base value of Total 
Transmission Plant was $954,634,164.22  The jurisdictional rate base value of Total Distribution 
Plant was $5,125,586,380.23  The jurisdictional accumulated depreciation reserve for Total 
Transmission plant was $297,558,607.24  The jurisdictional accumulated depreciation reserve for 
Total Distribution plant was $2,378,738,515.25  The total value indicated for Customer Advances 
for Construction was $6,007,810.26  The difference between the plant values net of applicable 
customer advances and the accumulated depreciation reserve is subject to return on investment, 
and return of investment (in the form of depreciation expense).  The income statement detail 
indicates that Total Transmission Expense was $56,646,578 (operation and maintenance), 27 and 
Total Distribution Expense was $104,183,014 (operation and maintenance).28  The Gross 
Revenue Requirement detailed in Staff's Reconciled Final Accounting Schedules and Final 
Reconciled Net Base Energy Charge Calculation filed April 30, 2015, was $121,544,750.29  All 
values are based on the12 Months Ending March 31, 2014, with True-Up through December 31, 
2014. 

The line item values for Transmission Plant and Distribution Plant are provided below: 30 

 

                                                 
22 Accounting Schedule 03, line 188, page 4. 
23 Accounting Schedule 03, line 203, page 5. 
24 Accounting Schedule 06, line 188, page 4. 
25 Accounting Schedule 06, line 203, page 4. 
26 Accounting Schedule 02, line 21, page 1. 
27 Accounting Schedule 09, line 102, page 3. 
28 Accounting Schedule 09, line 127, page 4. 
29 Accounting Schedule 01, line 13, page 1. 
30 Accounting Schedule 03, lines 178 – 203, pages 4-5. 
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In Staff’s Class Cost of Service and Rate Design Report, filed December 19, 2014, in Docket No. 
ER-2014-0258, Staff found that based on the Staff’s direct-filed gross revenue requirement, 
Ameren Missouri’s cost of service was comprised of the following costs by function:31 

Functionalized Costs 
Production Capacity-Related  $            774,860,684  24% 
Production Energy-Related  $        1,066,745,319  34% 
Production O&M  $            431,667,345  14% 
Transmission  $            154,762,142  5% 
Distribution   $            552,660,768  17% 
Customer   $            136,140,601  4% 
Pre-MEEIA Energy Efficiency  $              16,526,671  1% 
Renewable Energy Standard  $              32,379,336  1% 
 Total    $        3,165,742,865  100% 

 

As provided in Staff's Report and Order Based Accounting Schedules filed September 3, 2015, in 
Docket No. ER-2014-0370, KCP&L’s most recently completed general rate case, the 
jurisdictional rate base value of Total Transmission Plant was $242,627,767.32  The jurisdictional 
rate base value of Total Distribution Plant was $1,182,678,404.33  The jurisdictional accumulated 
depreciation reserve for Total Transmission plant was $184,243,476, 34 with Depreciation 
Expense of $5,030,551.35  The jurisdictional accumulated depreciation reserve for Total 
Distribution plant was $711,261,586,36 with Depreciation Expense of $31,113,243.37  The total 
value indicated for Customer Advances for Construction was $1,667,781.38  The difference 
between the plant values net of applicable customer advances and the accumulated depreciation 
reserve is subject to return on investment, and return of investment (in the form of depreciation 
expense).  The income statement detail indicates that Total Transmission Expense was 
$43,126,221 (operation and maintenance),39 and Total Distribution Expense was $28,816,658 
(operation and maintenance).40  The Gross Revenue Requirement detailed in Staff's Reconciled 
Final Accounting Schedules and Final Reconciled Net Base Energy Charge Calculation filed 
September 3, 2015, was $89,671,644.41  All values are based on the12 Months Ending 
March 31, 2014, updated through December 31, 2014, with True-Up through May 31, 2015. 

                                                 
31 Class Cost of Service and Rate Design Report, Table 3, page 12. 
32 Accounting Schedule 03, line 249, page 6. 
33 Accounting Schedule 03, line 268, page 7. 
34 Accounting Schedule 06, line 249, page 6. 
35 Accounting Schedule 05, line 249, page 7. 
36 Accounting Schedule 06, line 268, page 7. 
37 Accounting Schedule 05, line 268, page 7. 
38 Accounting Schedule 02, line 36, page 1. 
39 Accounting Schedule 09, line 137, page 4. 
40 Accounting Schedule 09, line 162, page 5. 
41 Accounting Schedule 01, line 13, page 1. 
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The line item values for Transmission Plant and Distribution Plant are provided below: 42 

 

In Staff’s Class Cost of Service and Rate Design Report, filed April 16, 2015, in Docket No. 
ER-2014-0370, Staff found that based on the Staff’s direct-filed gross revenue requirement, 
KCP&L’s cost of service was comprised of the following costs by function and class:43 

                                                 
42 Accounting Schedule 03, lines 228 - 268, pages 6-7. 
43 Class Cost of Service and Rate Design Report, Tables 4 and 5, pages 13 - 14. 
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Staff did not file detailed compliance accounting schedules in Docket No. ER-2012-0175, which 
was KCP&L-GMO’s most recent general rate request case.  In Staff’s Class Cost of Service and 
Rate Design Report, filed August 21, 2012, in that docket, Staff found that based on the Staff’s 
direct-filed  gross revenue requirement, KCP&L-GMO’s cost of service was comprised of the 
following costs by rate district and by function:44 

 

                                                 
44 Class Cost of Service and Rate Design Report, Charts 1 and 2, page 10. 
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Because Empire’s revenue requirement in its last general electric rate request, Docket No. 
ER-2015-0351 was resolved by Stipulation and Agreement, Staff did not prepare and file 
accounting schedules in accordance with the Report and Order.  In Staff’s Class Cost of Service 
and Rate Design Report, filed February 11, 2015, in that docket, Staff found that based on the 
Staff’s direct-filed  gross revenue requirement, Empire’s cost of service was comprised of the 
following costs by function:45 

 

                                                 
45 Class Cost of Service and Rate Design Report, page 13. 
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Rate Design of Extension Policies 

Extension policies provide a basis for allocating and/or assigning the Company’s total 
jurisdictional cost of providing electric service to the various customer classes in a manner which 
bests reflects cost causation.  The extension revenue process should be just and reasonable as a 
business practice, economically feasible and compensatory and reasonably calculated to benefit 
both the utility and its customers. 

Ameren Missouri provides meter, service drop, transformation capacity and up to 1000 feet of 
additional distribution facilities, with no more than 500 feet on private property, at no cost to 
residential customers. 

Ameren Missouri extends its electric lines to Commercial and Industrial customers under the 
terms of its Rules and Regulations Line Extension Rules, whereby Extensions with estimated 
total costs less than the estimated annual revenue to be derived from the customer are provided at 
no cost to the customer.  For jobs (extensions) with a significant cost, Ameren Missouri ensures 
that the revenue test is enforced through a Line Extension Agreement which sets up a minimum 
billing amount for the first twelve (12) months of operation (after a month lag).  Where the 
customer’s revenue exceeds the monthly minimum billing amount established by the Line 
Extension Agreement, the customer makes no contribution toward the cost of the line extension.   

Ameren Missouri’s new business expenditures are detailed below: 

• 2007    $45,076,528 
• 2008    $37,740,090 
• 2009    $24,007,981 
• 2010    $17,933,810 
• 2011    $19,133,526 
• 2012    $21,190,939 
• 2013    $20,747,023 
• 2014    $16,300,283 
• 2015    $27,311,360 

KCP&L’s tariffed single family residential basic extension provides that KCP&L will make free 
extensions of its distribution lines as and when necessary to serve any and all prospective 
customers applying for electric service, located within one-quarter (1/4) mile of existing 
distribution lines in its certificated area.  Extensions may involve application of the one-quarter 
(1/4) mile provision to a customer’s property line, onto a customer’s property, or a combination 
providing extension to the customer’s property line and onto a customer’s property.  The 
Company will build the first one-eight (1/8) mile and the last one-eighth (1/8) mile of single-
phase line per residential customer under its established rates and minimum charges.  In the 
event the line extension exceeds one-quarter (1/4) mile per residential customer, there shall be a 
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monthly Customer Charge or an increase in the existing monthly Customer Charge.  The amount 
of the Customer Charge or increase to an existing monthly Customer Charge may be paid in 
equal installments over sixty consecutive bills. 

GMO’s tariffed single family residential standard minimum extension provides for the first 100 
feet of primary or secondary overhead conductor, one 35’ wood utility pole with guy and anchor, 
a 10-kva transformer including applicable mounting and protection hardware, and the first 100 
feet of overhead service conductor and 200-amp meter. 

KCP&L and GMO’s spending on new construction and its billing of Customer advances since 
2009 are provided on the following page. 
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Empire has a residential extension policy where the utility installs up to 1,000 feet overhead 
(OH) extension footage, 300 feet of that which could be off of a county road at no cost.  This 
includes service line and transformers.  Excess footage is charged per cost estimate with a 
potential to developer/customer for refund for up to five years.  Residential underground costs 
are underground cost minus overhead costs for the extension footage allowed at no cost, then full 
price following that average cost.  The average underground cost is $23 per foot. 

Empire has a subdivision extension policy where the developer/customer pays the entire cost of 
installing electrical facilities underground into the subdivision including transformers and 
services.  A refund is issued for each permanent residential meter installed per lot for up to five 
years. 

Empire has a commercial and industrial extension policy where a three-year gross revenue test is 
applied toward the cost estimate of the electrical extension whether overhead or underground.  If 
the extension costs are in excess of the three-year revenue test then the customer pays the 
difference.  Empire’s spending on new construction and its billing of Customer advances since 
2008 are provided on the following page. 
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VI. Whether there are public policy considerations the Commission 
should consider in weighing the value of any such mechanisms or 
provisions. 
The electric tariff has the objective of satisfying the interests of three principal stakeholder 
groups: customers, the utility, and jurisdictional regulators.  Historically, customers have been 
served exclusively (franchise area) by a local utility which typically operates in a specified area.  
In Missouri, no other utilities have been allowed to compete for customers within these restricted 
service territories.  The utility has an obligation to serve.  The MoPSC is charged with the 
responsibility to balance the interests of both the customers and the utility.  Under the obligation 
to serve criteria, the utility accepts the risk of serving customers by balancing the upfront costs 
that may be required and the total cost to serve the customer.  To meet these challenges, utilities 
have developed strategies, including flexible pricing methods, to support their existing customers 
and to attract new customers.  Many utilities have established formal economic development 
programs along with local officials to promote growth and create jobs.  The MoPSC, to ensure 
that any pricing approach that meets the needs of a single customer or restricted customer 
segment would not create a condition of undue discrimination between customers.46 

Currently in Missouri, there are no class distinctions for urban/rural rates.  Extension policies by 
electric utilities cover some rate variation due to additional length of extension.  In the 1970s, 
there were urban/rural rate distinctions for residential, residential uncontrolled water heating and 
space heating rates, apartment buildings and churches and schools.  The urban/rural distinctions 
were eliminated in the 1980s. 

Missouri utilities have established formal economic development programs in concert with local 
officials to promote local advantages.  The regulatory bodies have to ensure that each such 
program(s) meet the needs of a single customer and would not create a condition of undue 
discrimination between customers.  Customers should benefit from the special rate schedule or 
contracts through long-term lower costs. 

Economic Development Public Policy Considerations: 

Economic Development Riders (“EDR”) promote retention of existing and/or new commercial 
and industrial customers.  These riders, if designed correctly, are good for everyone.  After a rate 
case sets rates on existing revenues, any additional revenue helps other customers so long as all 
variable costs are recovered and any additional costs are recovered.  Customers still pay their fair 
share of riders/trackers, unless statute/rule allow opt-out or policy decision.  EDR/promotion 
discounts result in shareholders funding such discounts until a future rate case.  Any discount 
from a utility standard rate or from application of its existing terms and conditions for eligible 

                                                 
46 See “Electricity Pricing, Engineering Principles and Methodologies,” Lawrence J. Vogt, P.E., CRC Press, Boca 
Raton, Fl., 2009, at page 7. 
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customers under economic development tariffs will first be borne by shareholders until such time 
as the next electric rate case when such discounts may be reflected in the proposed revenue 
requirement and in the proposed rates for customers.  This provides an incentive that will guide 
the utility to be prudent with the offering of any such discount and shall not be excessive or 
unduly discriminatory.  The utility receives an amount above its short-run marginal costs on 
sales of electricity to new or expanding customers.  Customers make large investments and are 
expected to continue to provide benefits to the system beyond the discount period.  The 
communities see benefits by retaining or increasing jobs and tax base.  

Staff promotes/supports economic development as it relates to utility infrastructure to the extent 
that a utility receives an amount above its marginal costs on sales of electricity to new or 
expanding customers, providing a contribution to cover fixed costs.  A customer making an 
investment or relocating its operations is expected to provide system benefits and profits well 
beyond the life of any temporary incentive or promotion rate program.  In 1991, Ameren 
Missouri had an economic development tariff called Economic Development Rider (“EDR”) that 
provided rate benefits to customers over a five-year period.  This EDR Rider expired in March 
2006. 

Currently, each of the integrated electric utilities in the state has an economic development rider 
program/programs.  Each utility’s economic development programs are listed below: 

• Ameren Missouri has two active programs.  The first program is an Economic 
Development and Retention Rider (“Rider EDRR”).  The second program is an 
Economic Re-Development Rider (“Rider ERR”). 

• Kansas City Power & Light Company has three active programs with one of the 
programs frozen.  The first program is titled an Economic Development Rider (“Schedule 
EDR Frozen”), the second program is titled an Economic Development Rider  (“Schedule 
EDR”), and the third program is titled an Urban Core Development Rider (“Schedule 
UCD”). 

• KCP&L Greater Missouri Operations Company has two active programs with one of the 
programs frozen.  The first program is titled an Economic Development Rider Electric 
Frozen and the second program is titled an Economic Development Rider Electric. 

• The Empire District Electric Company (“Empire”) has one program titled Economic 
Development Rider Schedule EDR.   

 

Ameren Missouri 

Currently, Ameren Missouri has two economic development riders (EDRR and ERR).  The 
Applicability section of the EDRR outlines that “The Company, at its sole discretion, shall 
determine whether an applicant or customer meets the requirements of this Rider and the 
acceptability of the information provided”47.  Furthermore, the tariff sheet outlines that “As a 

                                                 
47 Union Electric Company, MO. P.S.C. Schedule NO. 6, Sheet No. 86 
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condition for service under this Rider, customer must furnish to Company such documentation as 
deemed necessary by Company to verify customer’s intent to select a viable electric supply 
option outside of Company’s service area, including an affidavit stating customer’s intent.” 

The Availability section of the ERR outlines that service is “Available, only at Company’s 
option, to customers locating to previously vacant sites within the City of St. Louis and applying 
for electric service otherwise qualified for service under the Company’s Service Classification 
3(M) Large General Service rate, 4(M) Small Primary Service Rate, or 11(M) Large Primary 
Service Rate.”48 

Ameren Missouri’s Rider EDR outlined certain criteria as defined below: 

• Rider EDR provided for a 15% discount served under Ameren Missouri’s service 
classification 3(M) Large General Service rate, 4(M) Small Primary Service rate, and 
11(M) Large Primary Service rate. 

• Rider was only available to customers in conjunctions with local, regional or state 
governmental activities where incentives had been offered. 

• Limited to commercial and industrial facilities not involved in selling or providing goods 
and services. 

• Customer needed at least 200 kW of billing demand. 
• Customer needed to maintain a 55% or higher load factor.   

 

In July 2006, Ameren Missouri proposed two new tariffs relating to economic development.  The 
two new tariffs outlined an Economic Development and Retention Rider (“EDRR”) and an 
Economic Redevelopment Rider (“ERR”).  The EDRR offered a discounted rate to new or 
expanding industrial customers who can show they have an option to move out of Ameren 
Missouri’s service territory to an area with lower rates.  The ERR tariff provisions encouraged 
redevelopment in defined areas within the City of St. Louis.  Rider ERR’s purpose is to 
encourage redevelopment in defined areas inside the City of St. Louis.  The ERR targets areas 
that have lost industries but already contain extensive but underutilized electric infrastructure and 
is capable of serving additional load.  The Commission approved the EDRR and ERR tariff 
provisions in Case No. ER-2007-0002 effective June 1, 2007.  The EDRR and ERR tariff 
provisions are outlined in Ameren Missouri’s electric service tariff Sheet Nos. 86 through 87.5. 

Ameren Missouri’s EDRR outlines certain criteria as defined below: 

• Qualifications for load factor (55% or higher), demand (500 kW minimum size load) and 
industrial use. 

• Requires incentives from local, regional, or state government to qualify. 

                                                 
48 Union Electric Company, MO. P.S.C. Schedule NO. 6, Sheet No. 87 
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• Revenues under discount must be “greater than the applicable incremental cost to provide 
electric service, as determined by the Company ensuring a positive contribution to fixed 
costs.” 

• Discount shall not be greater than 15% from applicable Large General Service 3(M), 
Small Primary Service 4(M), or Large Primary Service 11(M) rate classification. Rate 
classification Large Transmission Service 12(M) is not eligible. 

• Term of discount must be 5 or fewer years. 
• If customer fails to fulfill entire term of contract, all prior discounts must be repaid. 

 

Since inception of Ameren Missouri’s EDRR effective June 1, 2007, only one customer has 
signed up for the EDRR Rider.  Ameren Missouri filed the signed contract on 
September 16, 2014 in EFIS as a non-case related submission.  It is noteworthy that the customer 
has not elected to start receiving its contractual EDRR discount according to data request 
response. 

Ameren Missouri’s ERR outlines certain criteria as defined below: 

• Must be used in conjunction with Tax Increment Financing (“TIF”), Enterprise Zone, 
Brownfield Tax Credits, etc. 

• Rider ERR’s are limited to those areas where sufficient distribution capacity exists 
without the need for significant additional investment from Ameren Missouri. 

• Defined maps of areas eligible in St. Louis are part of tariff. 
• Limited to loads that Ameren Missouri considers to “utilize existing infrastructure in a 

manner which is beneficial to the local electric delivery system.” 
• Discount on facilities relocation fees.  
• Additional discounts very similar in all respects to EDRR Rider. 

 

Since inception of Ameren Missouri’s ERR effective June 1, 2007, no customer has participated 
in the ERR Rider. 

Kansas City Power and Light Company and KCP&L Greater Missouri Operations  

The Applicability sections of Kansas City Power & Light Company Schedule EDR Frozen and 
the Schedule EDR outlines that “All requests for service under this Rider will be considered by 
the Company.  Sufficiently detailed information shall be provided, by the customer, to enable the 
Company to determine whether a facility is qualified for the Rider.”49  Schedule UCD outlines 
that “The Company will review and must approve, on an individual project basis, the 
development plans of the construction, rehabilitation, or expansion of Customer’s facilities to 
determine the qualification of Customer’s projects under the provisions of this Rider.”50  

                                                 
49 Kansas City Power & Light Company, P.S.C. MO. No. 7, Sheet Nos. 32A and 32F 
50 Kansas City Power & Light Company, P.S.C. MO. No. 7, Sheet No. 41A 
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In July 1996, Kansas City Power & Light Company (“KCP&L”) implemented an experimental 
Urban Core Development Rider (“UCD”). The purpose of the UCD Rider is to encourage 
industrial and commercial businesses to develop within that portion of the Company’s service 
territory which is bounded by the Missouri River on the North, interstate 435 of the south and 
east, and State Line Road on the west.  This area is known as the “Urban Core Development 
Area”.  In November 1998, KCP&L removed the experimental status of the Rider making UCD 
a permanent and continual Rider.  The facilities must have at least 30% of their capacity 
available in order for proposed projects to be considered for this Rider.  KCP&L will review and 
must approve, on an individual project basis, the development plans of the construction, 
rehabilitation, or expansion of customer facilities to determine the qualification of customer’s 
projects.  Service under this Rider shall be evidenced by a contract, with annual peak demand 
and load factor being 240 kW and 50%, respectively. 

The Applicability Sections of both of GMO’s economic development programs outlines that 
“Sufficiently detailed information shall be provided by the Customer to enable the Company to 
determine whether a facility is qualified for the Rider.  Service under this Rider shall be 
evidenced by a contract between the Customer and the Company, a copy of which shall be 
submitted to the Commission Staff and Office of Public Counsel.”51 

Empire District Electric Company 

The Applicability section of Empire’s economic development program outlines that “All 
requests for service under this rider will be considered by the Company.  Sufficient detailed 
information shall be provided, by the Customer, to enable the Company to determine whether a 
facility is qualified for the Rider.”52     

VII. Summary of Stakeholder Comments 
Ameren Missouri supports and opposes certain aspects discussed through the workshop.  
Specifically: 

1. Ameren Missouri supports the efficient use of all energy infrastructure used to provide 
service to customers with a policy objective to utilize utility infrastructure in a more cost-
effective manner.  Ameren Missouri is in favor of exploring new ideas and strategies 
pertaining to the replacement of aging infrastructure. 53 

2. Ameren Missouri does not recommend the specific straw-man proposal identified by 
Chairman Hall at the workshop. 54 

                                                 
51 KCP&L Greater Missouri Operations Company, P.S.C. MO. No. 1, Sheet Nos. 120 and 123.2 
52 The Empire District Electric Company, P.S.C. Mo. No. 5, Sheet No. 22 
53 Ameren Missouri Response To Request For Party Submissions, EFIS # 26, pages 1 and 2. 
54 Ameren Missouri Response To Request For Party Submissions, EFIS # 26, pages 1 and 2. 
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3. Ameren Missouri believes that there may be merit in exploring targeted reforms such as 
waivers of line extensions policies (or relaxation) as a tool to incentivize load growth and 
system utilization in areas where such use may not otherwise occur.55 

4. Ameren Missouri believes that there may be merit in further study of reforms to 
economic development riders to incorporate line extension policies, as well as 
modifications to line extension policies in areas where cooperatives compete for 
customers.56 

5. Ameren Missouri believes that the concept of underutilized infrastructure may play a role 
in the Company’s efforts to assist communities in siting new development but should not 
be used in a manner that inhibits growth in areas with constrained capacity to serve 
customers. 57 

6. Ameren Missouri notes that in areas served by the 4kV system (which are found in the 
older urban areas in St. Louis), where distribution circuit upgrades are somewhat more 
expensive to accommodate development, are also areas where growth should be 
encouraged for policy reasons, both public utility related and in general.58 

7. Ameren Missouri does not believe it is advisable to alter extension policies based on 
differences in geographic zones determined by distribution capacity.59 

8. Ameren Missouri suggests that relevant to the maximization and efficient use of 
infrastructure, is the potential benefits of greater use of electric vehicles, which are generally 
charged overnight.60 
 

KCP&L/GMO believe that the current line extension tariffs and associated processes are 
appropriate and do not need to be changed at this time.61  KCP&L/GMO believe the provisions 
included in the EDR and UCD tariffs, directly incent customer choice concerning infrastructure 
and leaves the line processes true to their intended purposes.62  

The Missouri Industrial Energy Consumers (MIEC) supports the concept of lowering electric 
rates by better utilizing utility infrastructure in locations with surplus infrastructure capacity. 
MIEC notes, however, that “the devil is in the details.”63  MIEC further noted that “the tariffs 
must be modified in a way to better attract the type of customers needed in areas where 
infrastructure is underused but, at the same time, still benefit ratepayers.” 64 
 

                                                 
55 Ameren Missouri Response To Request For Party Submissions, EFIS # 26, pages 1 and 2. 
56 Ameren Missouri Response To Request For Party Submissions, EFIS # 26, pages 1 and 2. 
57 Ameren Missouri Response To Staff’s Request For Party Submissions, EFIS # 30, pages 1 and 2. 
58 Ameren Missouri Response To Staff’s Request For Party Submissions, EFIS # 30, pages 1 and 2. 
59 Ameren Missouri Response To Staff’s Request For Party Submissions, EFIS # 30, page 4. 
60 Ameren Missouri Response To Staff’s Request For Party Submissions, EFIS # 30, page 5. 
61 Response of KCP&L and GMO To Staff Questions, EFIS #24, page 2. 
62 Response of KCP&L and GMO to Staff Questions, EFIS #24, page 3. 
63 MIEC Comments, EFIS #25, page 1. 
64 MIEC Comments, EFIS #25, page 2. 
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The Missouri Division of Energy (DE) does not oppose the consideration of a special tariff 
regarding bifurcating line extension tariffs between service provided in areas with preexisting 
excess capacity and areas requiring additional infrastructure development.  However, DE 
believes that the criteria that define (1) areas with preexisting excess capacity, and (2) areas 
requiring additional infrastructure development must be researched and established by the 
Commission. 65 

DE is generally supportive of expanding utility incentives to commercial and industrial 
customers to locate or expand their electric service in Missouri.  However, the Commission 
should be mindful of each utility’s unique service territory characteristics when aligning 
financial incentives with economic development opportunities and infrastructure utilization and 
the incentive’s impact on a utility’s other customers. 66 

VIII.  Conclusion and Recommendation 

An extension policy that holds the monthly bills of existing ratepayers harmless to increased 
rates resulting from the addition of a new customer is the most desirable policy from a purely 
cost basis.  However, as with all rate design matters, other factors such as bill impacts, 
simplicity, rate stability, fairness among different consumers, customer understandability, 
meeting incremental costs, and public policy considerations should also be evaluated.  Two 
important public policy considerations when evaluating extension policies are the ability of 
residential customers of all income levels to have affordable access to electrical services, and 
economic development considerations promoting the development of business and industry in 
the State of Missouri. 

The commenting parties largely represent that the existing extension policies reasonably balance 
these interests.  Staff recommends that to the extent the Commission is interested in a model 
extension policy that more aligns with cost-causation without restricting new growth, that 
consideration of a design similar to GMO’s tariff be considered in that it more fully considers the 
incremental costs a customer causes to a system in determining how much, if any, customer 
advance is required.  By considering these costs, a customer causing new utility investment is 
more likely to bear some offset to that investment than under other approaches that do not 
consider incremental costs.67 

                                                 
65 Missouri Division of Energy’s Response to Request for Party Submissions, EFIS #27, page 1. 
66 Missouri Division of Energy’s Response to Request for Party Submissions, EFIS #27, page 2. 
67GMO’s tariff calls for consideration of the relationship between “Estimated Margins,” “Fixed Carrying Costs” 
where Estimated Margins are determined by first multiplying the effective rates for each customer class by the 
estimated incremental usage – and then subtracting 1) applicable margin allocation for network and infrastructure 
support costs; and 2) incremental power and energy supply costs. Fixed Carrying Costs are determined as the 
Company’s cost of capital to provide the requisite return on its investment as well as the costs for depreciation, 
property taxes and property insurance. 
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7. EXTENSION OF ELECTRIC FACILITIES 
 
  7.01 Purpose 
 
   The purpose of this policy is to set forth the service connection and distribution system 

extension requirements when one (1) or more applicants request overhead or underground 
electric service at premises not connected to Company’s distribution system or request an 
alteration in service to premises already connected where such change necessitates 
additional investment. 

 
  7.02 Definition of Terms 
 
   A. Applicant:  The developer, builder, or other person, partnership, association, firm, private 

or public corporation, trust, estate, political subdivision, governmental agency or other 
legal entity recognized by law applying for the construction of an electric Distribution 
Extension, Extension Upgrade, or Relocation. 

 
   B. Basic Extension Request:  A request by Applicant for a Distribution Extension for which 

Company specified facilities are provided free of charge to the Applicant. 
 
   C. Construction Allowance: The cost of that portion of the Distribution Extension which is for 

economically justifiable and necessary construction and which is made by Company.  
The formula used to determine the appropriate Construction Allowance will be based on 
Company’s feasibility model.  Generally, the formula used by the feasibility model is the 
Estimated Margin divided by the Fixed Carrying Cost percentage as measured over the 
first five (5) year life of the Distribution Extension. 

 
 
       SUM (EM1 + EM2 + EM3 + EM4 + EM5) 
    CA  =   

       SUM  (FCC1 + FCC2 + FCC3 + FCC4 + FCC5) 
 
 
    Where,  CA  =  Construction Allowance; 
       EM  =  Estimated Margin; 
       FCC  =  Fixed Carrying Cost; 
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  7.02 Definition of Terms (Continued) 
 
   D. Construction Charges:  That portion of the Distribution Extension’s construction costs for 

which the Applicant is responsible.  The Electric Extension Standards and the provisions 
in this extension policy specify which segments of service shall be furnished by Applicant 
and which segments are provided by Company at cost to Applicant.  These charges may 
consist of the following components: 

 
    (1) Nonrefundable charges represent the portion of Construction Charges which are not 

supported by the expected revenue stream or for non-standard costs associated 
with the Distribution Extension and will not be reimbursable to Applicant.  
(Exception: Non-standard costs for Excess Facilities may be recovered on a 
surcharge basis as mutually agreed to by Applicant and Company and specified in 
the Facilities Extension Agreement.) 

 
    (2) Refundable charges represent the portion of Construction Charges that may be 

reimbursed to the Applicant during the Open Extension Period, dependent upon the 
Applicant’s requisite performance as outlined in the Facilities Extension Agreement. 

 
   E. Distribution Extension:  Distribution facilities including primary and secondary distribution 

lines, transformers, service laterals and all appurtenant facilities and meter installation 
facilities installed by Company. 

 
   F. Electric Extension Standards: Company’s Electric Extension Standards handbook, 

available upon request to any Applicant, defines Company’s uniform standards and 
requirements for installation, wiring and system design. 

 
   G. Estimated Construction Costs:  The Estimated Construction Costs shall be the 

necessary cost of the Distribution Extension and shall include the cost of all materials, 
labor, rights-of-way, trench and backfill, together with all incidental underground and 
overhead expenses connected therewith.  Where special items, not incorporated in the 
Electric Extension Standards, are required to meet construction conditions, the cost 
thereof shall also be included as a non-standard cost. 

 
   H. Estimated Margin:  The Estimated Margin will be determined by first multiplying the 

effective rates for each customer class by the estimated incremental usage – and then 
subtracting 1) applicable margin allocation for network and infrastructure support costs; 
and 2) incremental power and energy supply costs. 

 
   I. Extension Completion Date:  The date on which the construction of a Distribution 

Extension, Extension Upgrade or Relocation is completed as shown by Company 
records. 
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  7.02 Definition of Terms (Continued) 
 
   J. Extension Upgrade:  The increase in capacity of existing electric distribution facilities 

necessitated by Applicant’s estimated electric requirements and for which Company 
determines that such facilities can be reasonably installed. 

 
   K. Facilities Extension Agreement:  Written agreement between Applicant and Company 

setting out the contractual provisions of Construction Allowance, Construction Charges, 
payment arrangements, the Open Extension Period, etc. in accordance with this 
extension policy. 

 
   L. Fixed Carrying Cost:  Company’s cost of capital to provide the requisite return on its 

investment as well as the costs for depreciation, property taxes and property insurance. 
 
   M. Indeterminate Service:  Service that is of an indefinite or indeterminate nature where the 

amount and permanency of service cannot be reasonably assured in order to predict the 
revenue stream from Applicant.  For purposes of uniform application, “Indeterminate 
Service” may include such service as may be required for the speculative development 
of property, mobile buildings, mines, quarries, oil or gas wells, sand pits and other 
ventures that may reasonably be deemed to be speculative in nature. 

 
   N. Open Extension Period:  The period of time, five (5) years, during which Company shall 

calculate and pay refunds of Construction Charges according to the provisions of this 
extension policy.  The five (5) year period begins on the Extension Completion Date.  

 
   O. Permanent Service:  Overhead or underground electric line extensions for primary or 

secondary service where the use of service is to be permanent and where a continuous 
return to Company of sufficient revenue to support the necessary investment is 
reasonably assured. 

 
   P. Temporary Service:  Any service that is of a known temporary nature, excluding service 

for construction power, and shall not be continued for a period longer than twelve (12) 
months. 
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  7.03 General Provisions 
 
   A. Company at its sole discretion, after consideration of Applicant’s electric requirements, 

will designate the class of service requested as Permanent, Indeterminate or Temporary 
in accordance with the definitions set forth herein. 

 
   B. The determination of facility type and routing will be made by Company to be consistent 

with the characteristics of an Applicant’s requirements and for the territory in which 
service is to be rendered and the nature of Company’s existing facilities in the area. 

 
   C. The facilities provided will be constructed to conform to the Electric Extension 

Standards.  Except as otherwise provided (Section 7.09 Excess Facilities), the type of 
construction required to serve the Applicant appropriately will be determined by 
Company. 

 
   D. Facilities Extension Agreements will be based upon Company’s Estimated Construction 

Cost for providing the facilities necessary to supply the service requested by Applicant.  
Company shall exercise due diligence with respect to providing the estimate of total 
costs to the customer.  If it is necessary or desirable to use private, public and/or 
government rights-of-way to furnish service, Applicant may, at Company’s discretion, be 
required to pay the cost of providing such rights-of-way.  All Distribution Extensions, with 
the exception of service conduits, provided wholly, or in part, at the expense of an 
Applicant shall become the property of Company once approved and accepted by 
Company. 

 
   E. Company shall construct, own, operate and maintain new overhead and/or underground 

feeder lines, service lines and related distribution system facilities only on or along public 
streets, roads and highways which Company has the legal right to occupy, and on or 
along private property across which right-of-ways and easements satisfactory to 
Company have been received. 

 
   F. Rights-of-way and easements which are satisfactory to Company including those as may 

be required for street lighting, must be furnished by the Applicant in reasonable time to 
meet construction and service requirements and before Company shall be required to 
commence its installation; such rights-of-way and easements must be cleared of trees, 
tree stumps, and other obstructions, and graded to within six (6) inches of final grade by 
Applicant at no charge to Company.  Such clearance and grading must be maintained by 
the Applicant during construction by Company.  If the grade is changed subsequent to 
construction of the distribution system in such a way as to require relocation of any of 
the electric facilities, the estimated cost of such relocation shall be paid by the Applicant 
or its successors as a non-refundable Construction Charge  
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  7.03 General Provisions (Continued) 
 
   G. An additional Construction Charge shall be paid by the applicant to Company for any 

ditching required to be performed by Company due to soil conditions including, but not 
limited to, the presence of rock or other environmental issues which prevent the use of 
normal trenching and backfilling practices used in trenchable soil.  The charge under this 
provision shall be the estimated trenching and backfilling costs to be incurred by 
Company including conduit or padding for feeder lines, if required, less the estimated 
cost of normal trenching and backfilling.  Applicant may be required to perform said 
ditching. 

 
  7.04 Permanent Service 
 
   A. Each application to Company for electric service of a permanent nature to premises 

requiring extension of Company’s existing distribution facilities will be evaluated by 
Company in order that Company may determine the amount of investment (Construction 
Allowance) warranted by Company in making such extension.  In the absence of special 
financing arrangements between the Applicant and Company, the Construction Charges 
as specified in the Facilities Extension Agreement shall be paid by the Applicant to 
Company before Company’s construction commences. 

 
   B. The Construction Charges may be refundable in part, or in their entirety, to the original 

Applicant during the Open Extension Period.  The Facilities Extension Agreement, to be 
executed by Applicant and Company, shall outline the applicable refund mechanism as 
related to the performance required by Applicant.  In no event shall refunds aggregate 
an amount greater than the Construction Charges.  Refundable Construction Charges 
shall not accrue interest.  No interest in any potential refunds may be assigned.  
Applicant shall be responsible for notifying Company within six (6) months time of 
qualifying permanent loads connected to Company’s system.  On a periodic basis, 
Company shall make the applicable refund(s) as specified in the Facilities Extension 
Agreement.  No refunds will be made for performance after the Open Extension Period. 

 
   C. Company will evaluate the feasibility of growth for an existing area when determining the 

amount of Construction Charges.  Where sufficient growth is anticipated, the extension 
maybe made without an additional charge or at a reduced rate. 

 
 
 
 
 
 
 
 
 
 
 
 
Issued:  April 14, 2004   Effective:  April 22, 2004 
Issued by:  Dennis Williams, Regulatory Services  

Appendix A-5



STATE OF MISSOURI, PUBLIC SERVICE COMMISSION 
 P.S.C. MO. No.  1     Original Sheet No. R-51  
Canceling P.S.C. MO. No.       Sheet No.   

 For All Territory Served by Aquila Networks – L&P and Aquila Networks – MPS 

RULES AND REGULATIONS 
ELECTRIC 

 
  7.05 Indeterminate Service 
 
   A. For all types of electric service of an indeterminate character, Applicant shall be required 

to pay to Company in advance of Company’s construction all of the Estimated 
Construction Costs as Construction Charges as outlined in the Facilities Extension 
Agreement. 

 
   B. The Construction Charges will be considered non-refundable unless, at the sole 

discretion of Company and upon written request of the Applicant, the Applicant is 
reclassified to Permanent Service during the Open Extension Period.  In that event, the 
refund procedure applicable to Permanent Service Applicants will apply. 

 
   C. Where the length or cost of an extension is so great and the anticipated revenue to be 

derived is so limited as to make it doubtful whether the necessary operating costs on the 
investment would be recovered an additional charge to Applicant may be required.  The 
additional charge will cover the cost of insurance, cost of removal, license and fees, 
taxes, operation and maintenance and appropriate allocable administrative and general 
expenses of such facilities. 

 
  7.06 Temporary Service 
 
   For electric service of a temporary nature, Applicant shall be required to pay to Company as 

non-refundable Construction Charges as outlined in the Facilities Extension Agreement an 
amount equal to the estimated net cost of installing, owning and removing the Distribution 
Extension including non-salvageable materials.  Applicant shall pay Company before 
Company’s construction commences.  This classification does not include temporary meter 
sets furnished to service an Applicant’s construction requirements.  Such temporary service 
is normally a 10 Amp self-contained meter set.  The charge for these sets is shown in 
Section 12 of these Rules. 

 
  7.07 Extension Upgrade 
 
   Where an electric distribution Extension Upgrade is required to serve a non-residential 

customer’s load requirements, the Facilities Extension Agreement between Company and 
Applicant shall apply the Estimated Construction Costs, Construction Allowance, and 
Construction Charges provisions contained in this extension policy to the Extension 
Upgrade. 
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  7.08 Relocation or Conversion Request 
 
   An Applicant desiring to have Company’s existing overhead facilities installed underground 

or to have existing overhead or underground facilities relocated may request Company to 
make such changes.  If Company determines that such conversion or relocation can 
reasonably be made, Company will make such conversion or relocation on the following 
basis:  The cost of removing and relocating such facilities, the related net cost of non-
salvageable materials and the cost of any new facilities to be installed shall be paid by the 
Applicant as non-refundable Construction Charges as outlined in the Facilities Extension 
Agreement. 

 
  7.09 Excess Facilities Request  
 
   In those instances where Company chooses to provide facilities at Applicant’s request in 

variance with the Electric Extension Standards, Applicant shall be required to pay Company 
for the cost of such facilities, and to pay Company a Nonrefundable Construction Charge or 
a surcharge as outlined in the Facilities Extension Agreement.  The charge is designed to 
recover the cost of insurance, replacement (or cost of removal); license and fees, taxes, 
operation and maintenance and appropriate allocable administrative and general expenses 
associated with such distribution facilities. 

 
  7.10 Applicability Limitation 
 
   The applicability of this extension policy is limited by the following conditions: 
 
   A. Facilities Extension Agreement Not Timely Executed:  Company’s Estimated 

Construction Costs and Construction Charges requirements as calculated for each 
extension may become void, at Company’s discretion, after 120 days from the time a 
proposed Facilities Extension Agreement is provided by Company to Applicant.  If a 
Facilities Extension Agreement is not fully executed before that time, it may become 
necessary for new estimates to be made incorporating the then current construction 
costs and the terms and conditions of Company’s extension policy as on file and in effect 
with the Commission at that time. 

 
   B. Accurate Estimates Doubtful -- True-Up For Actual Costs: The Estimated Construction 

Costs will typically be the amount used in calculating the Construction Allowance and 
Construction Charges.  In situations where the accuracy of the estimate is known to be 
highly uncertain, a true up to reflect actual costs at the Extension Completion date will be 
made. The intention to adjust the Estimated Construction Costs to reflect actual costs 
shall be specified and agreed to by both Applicant and Company in the Facilities 
Extension Agreement. 
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  7.11 Summary Of Policy Administration 
 
   A. Company has segmented Applicants into the following general categories for 

administration of this Extension Policy and also requires Applicants to provide the 
specified facilities as referenced in the Electric Extension Standards: 

 
   B. Residential Single Family 
 
    (1) Free of Charge - Basic Extension Request:  All Applicants, classified as Permanent 

Service, will receive the following installed basic facilities free of charge: 
 
     (a) First 100 feet of primary or secondary overhead conductor; 
     (b) One (1) thirty-five (35) foot wood utility pole with guy and anchor; 
     (c) 10-kva transformer including applicable mounting and protection hardware; 
     (d) First 100 feet of overhead service conductor and 200-amp meter. 
 
    (2) Excess Charge - Non Basic Extension Request:  Applicants requiring a Distribution 

Extension in excess of the basic installed facilities which are provided free of charge 
may incur a non-refundable construction charge as described below: 

 
     (a) Individual Projects:  Projects defined as including at least one (1) and no more 

than four (4) residential dwelling(s).  The applicable Construction Allowance will 
be subtracted from the Estimated Construction Costs for the Applicant’s project 
in order to determine the Nonrefundable Construction Charge to be paid by 
Applicant to Company The cost of the distribution extension on public right-of-
way will be included in the Estimated Construction Costs. 

     (b) Subdivision Projects:  Projects defined as including five (5) or more residential 
dwellings.  The Nonrefundable Construction Charge is calculated based on a 
per lot basis and is determined by subtracting the applicable standard 
Construction Allowance from the standard Estimated Construction Costs.  
Additional Nonrefundable Construction Charges will be calculated for excess 
service lengths and excess extension lengths on an average per foot basis, 
with the per foot charge shown in Section 12 of these Rules.  Applicant will also 
be responsible for all Estimated Construction Costs related to the cost of 
connecting the subdivision project to Company’s existing and adequate 
distribution facilities when the length is greater than 100 feet.  Applicant will pay 
these costs to Company as a Nonrefundable Construction Charge. 

 
     (c) Construction Allowance is set equal to the cost of facilities provided free of 

charge plus standard adders, determined from the feasibility model, based on 
the electric end-use and project type committed to by Applicant. 
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